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Introduction 

 Life Settlements are the product of the life insurance secondary market, in which policies 

are sold to investors for insured’s whose life expectancy has generally been reduced from 3 to 12 

years (Ingraham & Salani, 2004).  The investors become the new owners and beneficiaries and 

pay premiums until the death of the insured. The typical sale price is higher than the cash 

surrender value of the policy, but below the face value to account for the additional premiums 

until death of the insured, the time value of money, and the fact that policy proceeds paid to the 

investor after death are subject to income taxes to the extent of any profit made on the policy 

(Connolly, 2005; Cook, 2006; Deloitte Consulting, 2005; Katt, 2002).  

A traditional cash value life insurance policy contractually offer several options - 

surrender the policy for the cash value, convert the policy to paid-up insurance or extended term 

insurance, or continue making premium payments to keep the policy in-force (Black & Skipper, 

2000). The four options above essentially represent two choices, take the cash or continue the 

policy in-force for the death benefits, ‘until the death of the insured’ (Cook, 2006). Development 

of a secondary market for life insurance, Life Settlements, in which the policyholder may sell the 

life insurance policy to a third party investor for more than the cash surrender value has created 

an additional financial planning option (DeFrancesco & Salani, 2005). 

 The policyholder’s financial planning decision given the secondary market for life 

insurance is to evaluate the life settlement offer, assuming it is greater than the policy cash 

surrender value, versus continue making policy premium payments to receive the death benefits. 

Effectively, the latter option requires the policyholder to calculate the present value of the 

expected death benefits against the possibility of having to pay additional premium payments. 

This paper utilizes the Life Settlement Number Cruncher, a commercial program offered by 

Leimburg & LeClair, Inc., to illustrate the actuarial and financial effects on Life Settlements.  

 The Life Settlement Number Cruncher provides valuations to counter “the life settlement 

firm’s life insurance pricing expertise, an advantage that civilians and their non-insurance pricing 

expert advisors can’t match, Katt (2002). Policyholders benefit by estimating their expected 
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present value of the death benefits against the possibility of having to pay additional premium 

payments in evaluating the sale of their life insurance policy in the life settlement market. John 

Skar, MassMutual senior vice president and chief actuary, noted “Policyholders are being 

convinced to sell their policies because they are being shown a comparison of cash surrender 

values and life settlement values and not being told about the greater values possible by holding 

a contract until death” (Connolly, 2005). 

 This paper is developed in four sections. The first section provides a background on the 

life settlement market, including a brief history, recent growth and development, and a brief 

review of life settlement controversial issues. The second section describes several actuarial and 

financial effects on life settlements. A third section includes several examples of life settlements 

and offers seven observations that may be made from the examples. The fourth section presents 

the Life Settlement Number Cruncher software estimated information for the policyholder and 

their financial planner in evaluating the life settlements.  A final section offers conclusions. 

 

Life Settlements 

Development of the life settlement, secondary market for life insurance, during the late 1990’s 

stemmed from the 1980’s viatical settlement market in which investors purchased the life 

insurance polices of terminally ill policyholders (Bestwire, 2005). The life settlements market 

has been growing at approximately 20% per year since 1998 according to Conning Research and 

Consulting (DeFrancesco & Salani, 2005) In 2003 the life settlement market was approximately 

$2 billion and according to the Census Bureau, “35.9 million individuals aged 65 and over 

owned a life insurance policy” (DeFrancesco & Salani, 2005). Coventry First purchased $1.9 

billion of life insurance face value in 2004, in an estimated [no regulatory reported statistics] 

2004 total life settlement market face value of life insurance of $6 billion (Bestwire, 2005). The 

estimated 2005 life settlement market face value of life insurance was between $10 and $15 

billion, though still less than 0.2% of the in-force individual life insurance face amount of 

approximately $9 trillion (Cook, 2006). In 2005, life insurance auctions were available on the 

Web (Bell, 2005). The institutional interest in Life Settlements as an investment is clear as a 

block of polices has a relatively predictable life expectancy and can be quite profitable (Brecka 

& Virkler, 2004).   
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 Overall, the life settlement is not a new concept as the sale of life insurance contracts has 

a long history of court litigation involving the issue of gambling versus legitimate investment 

(Kreitner, 2000). At first, life insurance itself was questioned as being an immoral gamble on 

death. After life insurance became more accepted, the gambling issue was addressed with the 

doctrine of "insurable interest" where it was found that legitimate insurance existed only when 

there was a significant relationship between the insured and the beneficiary. The purpose of this 

doctrine was both to limit gambling, and to limit the moral hazard that tempts the beneficiary to 

murder the insured. Complications resulted when insurance policies were assigned to others and 

the new owners, often unrelated to the insured, became the new beneficiaries.  

Before 1880, the only way policyholders could recoup premiums while still living was to 

assign their policies. This resulted in regulators putting pressure on insurance companies to buy 

back their policies, but early surrender values were low, and policyholders still sold policies to 

obtain a better price. The practice of assigning policies generated litigation, but the transactions, 

as long as not clearly found to be gambling on lives, were upheld. Assigning policies was upheld 

to protect the insured by viewing the policies as investments, and the assignments upheld to 

maintain their liquidity.  Overall Kreitner (2000) shows that life insurance contracts have been 

assigned (sold) for value since the nineteenth century, have been controversial, but where the 

parties have acted in good faith the sales have been upheld, and even considered beneficial, by 

the courts.  

The predictable controversy arises from possible conflicting financial interests or impacts 

of life settlements on policyholders, investors, and insurance companies. The Life Insurance 

Settlement Association provides the following list of reasons to consider a life settlement (LISA, 

2006), 

• The policy is no longer needed or wanted.  
• Opportunities to obtain a superior insurance policy.  
• Premium payments have become unaffordable.  
• Changes in estate planning needs.  
• Rising healthcare costs or mounting financial concerns.  
 

Doherty and Singer (2003, pg. 453) offer a similar, but more specific listing. Essentially, the 

argument is “selling a life insurance policy under the right circumstances could help your 

(financial planning) clients as much as purchasing one when they need the protection” 

(DeFrancesco & Salani, 2005). Policyholders get a double benefit - they receive a lump sum 
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greater than the cash surrender value of the policy and do not have to continue making premium 

payments (DeFrancesco & Salani, 2005). In short, prior to the recent development of the 

secondary market for life insurance policies, life insurance companies were normally in a 

monopsony position, offering only the cash surrender value to the policyholders (Doherty and 

Singer, 2003). Overall, the life settlement market has increased policyholder welfare and made 

the life insurance market more efficient (Doherty and Singer, 2003).  

A study by Deloitte Consulting (2005, pg 13) however, finds that a “policyholder with an 

impaired policy could maximize her estate value if other assets are liquidated and the life 

insurance policy is maintained until death”. An analysis of life settlements from 2000 through 

2003 showed life settlement payments averaging “20 cents per dollar of face amount of 

insurance” (Deloitte, 2005). The primary point is, given the decline in health, the life insurance 

policy has become more valuable, which explains why investors are willing to purchase the 

policy in anticipation of higher after-tax returns even after relatively large transaction costs 

(Skar, 2004; Connolly, 2005). In sum, “a life insurance policyholder may be better off keeping a 

policy than selling or surrendering it” (Silverman, 2005, May 31). 

Another issue is the impact on the insurance company since life settlements assure the 

payment of death benefits on life insurance policies that may have otherwise been surrendered. 

Skar (2004) suggests this issue is small as ‘anti-selection’ is already included in the mortality 

assumptions in life insurance policies. An alternative to life settlements is the insurer offering 

more than the contractual cash surrender value (Cook, 2006). A related concept is when investors 

fund the purchase of new life insurance policies (Silverman, 2005, May 26). 

 

Actuarial and Financial Effects 

The actuarial effect on life settlements may be represented by converting the CSO 

Mortality Tables, which list the number of deaths per 1000 insured’s living at a given age, into a 

probability of premature death.  Table 1: CSO Mortality Tables (% Format) includes the 1958, 

1980 and 2001 CSO Tables, as well as 300% of the 2001 CSO Table. The interpretation of Table 

1 is, according to the 1980 CSO Table, a Female age 70 had a 2.21% probability of suffering 

premature death before age 71.  

The three CSO tables with the 300 % of the 2001 Table provide several life settlement 

actuarial effects. First, policy cash values for most cash value life insurance policies included in 
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life settlements are based on the 1958 and 1980 Tables, as the 2001 Table was not required to be 

used until recently. Second, tracing across the tables for any given age [1958 Table had a three 

year offset for Females, age 68 would be age 65], demonstrates the reduced probability of 

premature death experienced since the 1960’s. Finally, comparing the 300% column to the 

respective CSO Table based life insurance policy reflects the decision described above, in which 

the policyholder must calculate the present value of the expected death benefits including the 

possibility of having to pay additional premium payments.  

 Traditional whole life insurance policies have a policy cash surrender value, reflecting 

the regulatory mandated policy reserves, determined according to the Commissioners Reserve 

Valuation Method (CRVM) or Full Preliminary Term Method (Black & Skipper, 2000). The 

determination of traditional whole life policy premiums and related cash values is based on a 

prospective approach (Bowers, et al. 1997, Jordan 1991).  

The financial logic of the prospective approach is relatively straightforward. At policy 

issue, the present value of the expected death benefits payable equals the present value of the 

expected premiums to be received, or Net Single Premium (Black & Skipper, 2000). As the 

policy matures the present value of the expected death benefits increases and the present value of 

the expected premium payments declines, since some premiums have already been paid. The 

increasing expected death benefit and decreasing number of expected premiums is funded by the 

policy cash value –reserves (Black and Skipper, 2000).        

 In a strictly financial context, the funding of life insurance could be thought of as a 

capital budgeting project in which the death benefits and premium payments both represent cash 

flows, the respective direction depending on the perspective of the insured or insurer (Jones and 

Lange, 2004).    

A complication in the net present value calculation arises when considering that both the death 

benefit and premium payments are a function of a mortality probability varying by age. Though 

once mortality probabilities are provided, the prospective approach may easily be demonstrated 

with a spreadsheet application, and the question of the life insurance premium and cash surrender 

value determination is simply a financial problem of converting two unequal series of cash flows 

into respective present values and an associated annuity – premium (Jones and Lange, 2004).  

This mortality rate, essentially reflects a prior sample period mortality experience by age, 

and is used, as noted above, as a basis for determining life insurance premiums and cash values 
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for the standard average-health policyholder, or regulated base guaranteed policy values1. 

However, were the policyholder to become ill, or otherwise experience a decline in health, the 

death benefits become more likely and the continued premiums payments equally less so. Given 

a health adjusted “rated” mortality probability, the expected cash value of the policy would 

increase. The expected cash value may be estimated, as done below, with the prospective 

spreadsheet provided by Jones & Lange (2004) by changing the mortality assumptions. Expected 

cash value also reflects the pricing advantage identified by Katt (2002) and “the greater values 

possible by holding a contract until death”, Connolly (2005). Using the simplified formula 

provided by Cook (2006) but substituting the present terminology, the life insurance 

policyholder evaluation becomes, 

Policy Surrender Value < Life Settlement Value < Expected Cash Value           < Death Benefit  
                Intrinsic Economic Value 
                Economic Value of Impaired Policies 
                          Extra-Contractual Cash Value 
 

The estimate of the expected present value of the death benefit minus the expected 

present value of premium payments is referred to by Deloitte Consulting (2005) as the Intrinsic 

Economic Value (IEV), Economic Value of Impaired Policies” by Doherty and Singer (2003), 

and Extra-Contractual Cash Value” suggested by Cook (2006).  

The use of “expected cash value” is suggested as a less confusing term for policyholders 

than “intrinsic”, “impaired” or “extra”. Description of the value in a life insurance policy in 

financial, versus actuarial or economic terms follows the prior applied methods of Jones & 

Lange (2004) and Katt (2002).  Additional financial spreadsheet applications of life insurance 

valuations are provided by Lange & Simkins (2001, 2003), and an example of the financial 

planning benefits in Himes, Jones & Lange (2004). 

 

Traditional Whole Life 

 Assume at age 67, the policyholder, after a very wonderful life of food and fun, is in less 

than average health, obese, and has diabetes and heart problems. The less than average health 

status may indicate a 300% multiple of the standard CSO rates, a substandard rating according to 

                                                 
1 A complete description of the Prospective Approach to premium and cash surrender value determination is beyond 
the scope of this paper. Readers are may refer to Bowers et al (1997), Jordan (1991), or numerous insurance 
textbooks.    
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Table 1: CSO Mortality Tables (% Format). That is, if the policyholder had to apply for 

additional or replacement life insurance coverage, the policy would be issued on a Rated or 

substandard risk basis, requiring a higher premium to reflect the higher mortality probability. 

The premium on the existing policy was based on standard probabilities and associated rates at 

issue and is therefore locked in. Thus ‘Rated’ refers to an increase in the individual 

policyholders’ mortality probability, not the concept of a Rated, higher premium policy.  

The policyholder has a choice of continuing the life insurance policy with the stated death 

benefit or surrendering the policy for the policy cash value. In a strictly objective financial 

context, the policyholder would consider the increased probability of receiving the death benefit, 

noted above, versus the decreased possibility of paying additional premium payments, or 

 
Expected         =  Present Value of          _  Present Value of  
Cash Value     Expected Death Benefits   Expected Premium Payments 
 

The increase in the present value of the expected death benefit and reduction in likely 

additional premium payments with the rating of less than standard health status creates an 

additional financial value for the whole life policy over the mandated standard risk policy reserve 

formulas. It is this increased expected cash value2 which supports the development of the 

secondary market in life insurance. That is, an investor may offer the policyholder more than the 

policy cash value to continue the policy in expectation of receiving the death benefit $500,000. 

Tax implications are presently excluded to simplify the discussion and show that the secondary 

market, while providing a new special option to the policyholder, provides a special incentive to 

sell the policy to an investor, which increases the likelihood that the insurance company will 

eventually pay out the death benefit. 

 Another example may have the policyholder suffering a heart attack, diagnosis of cancer, 

or some other specific illness.  The mortality probabilities for a specific disease may be 

significantly different than a simple multiple of the standard CSO rates.  

  

 

 

                                                 
2 Identified by Doherty and Singer 2003 as the Economic Value of Impaired Policies . The use of ‘Expected Cash 
Value’ applies to all polices, not just impaired, permitting a broader discussion of policyholder decision making.  
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Convertible Term 

Convertible term insurance allows for the conversion of the policy into a cash value 

product, generally for a traditional whole life policy with a premium appropriate for the attained 

age of the insured (Black & Skipper, 2000). If the policyholder did not have the term conversion 

option, the term policy could be continued at increasing annual standard term premiums, or the 

policyholder could apply for an alternate level premium product. If a new policy were issued, it 

would be on a rated or substandard risk basis, requiring a higher premium to reflect the higher 

than normal mortality probability. The premium on the converted term policy though is based on 

standard rates for the attained age. Thus once again, “rated” refers to an increase in the individual 

policyholders’ mortality probability, not the concept of a rated, higher premium policy. 

 

Universal Life 

 Universal Life provides a third and significantly different life settlement 

valuation. The policy cash value may range from more than the traditional whole life policy cash 

value for fully funded policies to almost zero policy cash values for underfunded or thinly 

funded policies, depending on prior premium payments and credited interest rates. For funded 

polices, no premium is required if the policy cash value is greater than current policy costs – 

expenses, fees and cost of insurance (Black & Skipper, 2000). The current Universal Life policy 

cash value could be used to pay the policy costs first, thus the present value of expected premium 

Payments is reduced by the current cash value, increasing the expected cash value.  If the policy 

cash value is close to zero, the minimum premium due is that amount that will cover the next 

periods  current policy costs - expenses, fees and cost of insurance. In this case, the Universal 

Life policy is effectively a renewable term policy to maturity. 

 

Life Settlement Examples 

 Table 2: Estimated Traditional Cash Values and Premiums presents advertised life 

settlement examples from CIGI Direct Insurance, Insurance Appraisal, US Life Settlements and 

AIM Life Settlements. Table 2 includes the policy holder gender and age, financial reasoning for 

the life settlement or health of the policyholder, life insurance policy type, policy face amount - 

death benefit, policy cash value, life settlement amount paid; and two calculated values, 

traditional cash value and premium.    
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Referring to Table 2, the first policyholder was a Female in very good health who sold a 

$750,000 Universal Life Insurance policy with a Policy Cash Value of $102,287 for $137,000. 

The second example is a Male age 68 with Bi-Pass History who sold a $200,000 convertible 

term policy for $40,500.  

 The examples in Table 2 offer several general observations. 1) Policyholders tend to be 

65 and older unless there is significant health impairment as with #8, Female age 44 with breast 

cancer.   

2) The financial reasoning varies from the purchase of a new lower premium policy, obsolete 

‘key man’ policy, outlived beneficiary, to paying for long term care insurance or current medical 

bills. Health ranges from very good health, overweight, smoker, to heart attack. 3) The life 

insurance policy type tends to be Universal Life, Convertible Term or straight Term policies. 4) 

Face amounts are often large, $1,000,000 or more. 5) Life Settlement amount is larger than 

Policy Cash Value.  

 Two additional observations may be made based on the calculated Traditional Cash 

Value and Premium columns. The Traditional Cash Value is the surrender cash value that would 

be available in a standard whole life insurance policy based on the Commissioners Reserve 

Valuation Method (CRVM) (Black & Skipper, 2000), calculated using the financial spreadsheet 

application shown in Lange & Simkins (2003) and Jones & Lange (2004). The Traditional Cash 

Value represents the cash value needed to fully fund the policy to maturity. Comparison of the 

policy cash value with the Traditional Cash Value shows the degree to which the Universal Life 

Insurance policies were underfunded. Example #22 Male age 73 Universal policy had a Policy 

Cash Value of $1,507 and a Traditional Cash Value under actuarial assumptions of $60,000. As 

such, this Universal policy was about to lapse unless a premium sufficient to pay the cost of 

insurance and policy expenses was paid – essentially a term policy. Premium is the premium 

required to maintain the life insurance policy in-force as calculated by the financial spreadsheet 

application in Lange & Simkins (2001). The Premium calculation is necessary as the 

policyholder determines the cost of maintaining the policy and receiving the death benefit versus 

accepting the life settlement offer3.  

 

                                                 
3 Accumulated premiums were set equal to the Life Settlement Value to avoid tax consequences.  
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 The two additions observations based on the above are, 6) Policy Cash Values on the 

Universal policies are generally much lower than that required to maintain the policy in-force as 

represented by the Traditional Cash Value. And, 7) the Premium required to maintain the 

underfunded Universal life, Convertible Term and straight Term polices given the larger face 

value –death benefit and cost of insurance at an advanced age are in many cases quite 

substantial.       

  

Life Settlement Number Cruncher 
 

The Life Settlement Number Cruncher (Leimburg & LeClair, 2008) is a commercial 

software program designed to assist the financial planner in evaluating life settlement offers4.  

The primary function of the Life Settlement Number Cruncher is to estimate the financial 

(economic) gain or loss of the life settlement offer, where; 

Financial Gain/Loss = Life Settlement Offer – Expected Cash Value (Intrinsic Economic Value)  

And, 

Expected Cash Value   = Present Value of         -  Present Value of  
(Intrinsic Economic Value)  Expected Death Benefits  Expected Premium Payments 
 
The Financial Gain or Loss supports the policyholder’s decision of continuing the life insurance 

policy with the stated death benefit and paying premiums or selling the policy for the life 

settlement offer.  

 Table 3: Estimated Intrinsic Economic Values includes the insured, policy information 

and calculated Traditional Cash Value and Premium columns from Table 2, and adds Intrinsic 

Economic Value and Financial Gain/Loss at the time of the Life Settlement (LS) and at Life 

Expectancy (LE).  

For example #1, the Female age 77, the Intrinsic Economic Value at the time of the Life 

Settlement equals the present value of the $750,000 death benefit discounted at 4% minus the 

premium payment of $43,000, or $678,154. Had death occurred in the first year and the policy 

been sold for the Life Settlement amount of $137,000, the Financial Loss would be $541,154 

[$137,000 - $678,154]. Assuming death occurs at Life Expectancy, 11 years, subtracting the 

Intrinsic Economic Value of $48,748 from the Life Settlement of $137,000 results in a Financial 

Gain of $88,252. 
                                                 
4 The Life Settlement Number Cruncher was removed from sale in 2009 given insufficient sales volume. 
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There two very important points with this analysis. First, all values are in terms of 

Present Values. The $88,252 Financial Gain is in today’s dollars, as is traditionally done in 

capital budgeting applications. It may be necessary to explain to insured that $750,000 would be 

received as death benefits after 11 years, but they would have had to pay $473,000 (11 years * 

$43,000/year) in premiums. Second, the Life Expectancy of 11 years is based on a standard risk 

and the 2001 CSO Table. Generally speaking, life settlements are tailored to those with a 

reduced life expectancy, and even if standard, are more likely to reflect the 1980 CSO mortality 

probabilities at the advanced ages.   

Referring to Table 3, Life Settlements will always involve a Financial Loss in the year of 

the policy sale, and likely several years there-after, as the present value of the Death Benefits 

will exceed the Life Settlement cash value. However, as required premiums must be paid, it is 

possible for the Life Settlement to provide a Financial Gain as noted in the last column of Table 

3, Financial Gain/Loss @LE. However, recall form above, the Life Expectancy may be 

overstated. 

  Perhaps the primary benefit of the Life Settlement Number Cruncher is annual values 

are provided for a range of up to 15 years. As shown in Table 4: Intrinsic Economic Value, the 

last column provides the IEV out to age 91 for the example #1 Female age 77. There is even a 

point at which present value of the premiums will exceed the present value of the death benefit, 

age 90 in Table 4. This occurs because insurance policy premiums are an annuity due and the 

death benefit is a single sum future value. An additional contributing factor is the advanced age 

of the policyholder which requires higher premiums based on greater mortality probabilities, 

especially for underfunded universal life, convertible term and straight term policies [see Table 

1].         

 Table 5: Gain (Loss) from Life Settlement includes the Life Settlement Value, and 

annual Intrinsic Economic Value and Economic (Financial) Gain (Loss) from Life Settlement. 

The same information is graphically depicted in Table 6:  Gain (Loss) from Life Settlement. The 

benefit of Table 5 and Table 6, is the policyholder can see the annual present value of the life 

settlement decision and associate an adjusted life expectancy to assist in making a more informed 

decision.   

Table 7: Intrinsic Economic Value and Table 8: Gain / (Loss) form Life Settlement 

provides similar information for example #22, Male age 73. Tables 9 and 10: Gain (Loss) from 
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Life Settlement offers the graphical demonstration of the final financial effect, changing the 

discount rate from 4% to 7%. Comparing Tables 9 & 10, the net effect is a reduction in the 

Economic Loss and  an increase in the Economic Gain. The explanation is the same as above, the 

higher interest rate impacts the present value of the death benefit more since insurance policy 

premiums are an annuity due and the death benefit is a single sum future value.       

 
Conclusion 

Development of a secondary market for life insurance - a “life settlement”, in which the 

policyholder sells their life insurance policy to a third party investor for more than the cash 

surrender value has created an additional financial planning option. The financial planning 

decision for the policyholder in a secondary market for life insurance is to evaluate the life 

settlement offer which is greater than the policy cash surrender value versus continue making 

policy premium payments to receive the death benefits. The latter option requires the 

policyholder to further evaluate the present value of the expected death benefits against the 

possibility of having to pay additional premium payments. 

    The Life Settlement Number Cruncher (Leimburg & LeClair, 2008) estimate the 

financial (economic) gain or loss of the life settlement offer, where; 

Financial Gain/Loss = Life Settlement Offer – Expected Cash Value (Intrinsic Economic Value)  

And, 

Expected Cash Value   = Present Value of         -  Present Value of  
(Intrinsic Economic Value)  Expected Death Benefits  Expected Premium Payments 
 
The Financial Gain or Loss supports the policyholder’s decision of continuing the life insurance 

policy with the stated death benefit and paying premiums or selling the policy for the life 

settlement offer.  This is important information for the policyholder or their financial planner in 

evaluating the life settlement question, leading to a better, more informed decision.
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Table 1: CSO Mortality Tables (% Format) 300% 300% 

1958 CSO 1980 CSO 1980 CSO  2001 CSO 2001 CSO 1980 CSO 1980 CSO 

Age 
Male 

Female -3 
Male 

    
Female 

  
Male 

    
Female 

  
Male 

 
Female 

 
65 3.18% 2.54% 1.46% 1.77% 1.23% 7.63% 4.38%
66 3.47% 2.79% 1.60% 1.93% 1.34% 8.36% 4.80%
67 3.80% 3.04% 1.74% 2.10% 1.45% 9.13% 5.23%
68 4.17% 3.32% 1.88% 2.27% 1.57% 9.96% 5.65%
69 4.56% 3.62% 2.04% 2.47% 1.71% 10.85% 6.11%
70 4.98% 3.95% 2.21% 2.69% 1.86% 11.85% 6.63%
71 5.42% 4.33% 2.42% 2.97% 2.04% 12.99% 7.27%
72 5.87% 4.77% 2.69% 3.29% 2.23% 14.30% 8.06%
73 6.33% 5.26% 3.01% 3.63% 2.44% 15.79% 9.03%
74 6.81% 5.82% 3.39% 4.00% 2.67% 17.46% 10.18%
75 7.34% 6.42% 3.82% 4.40% 2.92% 19.26% 11.47%
76 7.92% 7.06% 4.30% 4.84% 3.20% 21.19% 12.89%
77 8.57% 7.71% 4.80% 5.37% 3.50% 23.14% 14.41%
78 9.31% 8.39% 5.35% 5.97% 3.83% 25.17% 16.04%
79 10.12% 9.11% 5.94% 6.65% 4.19% 27.32% 17.81%
80 11.00% 9.88% 6.60% 7.40% 4.64% 29.65% 19.80%
81 11.94% 10.75% 7.36% 8.22% 5.20% 32.24% 22.08%
82 12.92% 11.73% 8.24% 9.08% 5.78% 35.18% 24.72%
83 13.94% 12.83% 9.25% 10.02% 6.39% 38.48% 27.76%
84 15.00% 14.03% 10.38% 11.07% 7.07% 42.08% 31.14%
85 16.11% 15.30% 11.61% 12.24% 7.76% 45.89% 34.83%
86 17.28% 16.61% 12.93% 13.52% 8.57% 49.83% 38.79%
87 18.51% 17.96% 14.33% 14.90% 9.57% 53.87% 43.00%
88 19.83% 19.33% 15.82% 16.37% 10.63% 57.98% 47.45%
89 21.25% 20.73% 17.39% 17.90% 11.67% 62.19% 52.18%
90 22.81% 22.18% 19.08% 19.43% 12.42% 66.53% 57.23%
91 24.58% 23.70% 20.89% 20.93% 13.15% 71.09% 62.66%
92 26.59% 25.35% 22.88% 22.49% 14.37% 76.04% 68.64%
93 28.93% 27.21% 25.15% 24.15% 16.02% 81.63% 75.45%
94 31.67% 29.59% 27.93% 25.89% 18.09% 88.77% 83.79%
95 35.12% 33.00% 31.73% 27.61% 20.35% 98.99% 95.20%
96 40.06% 38.46% 37.57% 29.30% 22.57%   
97 48.84% 48.02% 47.50% 31.09% 24.01%   
98 68.82% 65.80% 65.59% 33.00% 24.78%   
99 100.00% 100.00% 100.00% 35.03% 26.40%   
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Table 2: Estimated Traditional Cash Values and Premiums 

# Gender Age Financial Reasoning / Health Life Policy Type Policy Face 
Amount 

Policy 
Cash Value

Life 
Settlement 

Traditional 
Cash Value Premium 

Learn Life Settlements, CIGI Direct Insurance Services, Inc. (learnlifesettlements.com) 
1 Female 77 Very Good Health Universal  $750,000 $102,287 $137,000 $321,568 $43,000 
2 Male 68 Bi-Pass History Convertible Term  $200,000 $0 $40,500 $0 $15,000 
3 Male 56 Prostate Cancer History Convertible Term  $1,500,000 $0 $360,000 $0 $55,000 
4 Male 66 Very Good Health Convertible Term  $1,000,000 $0 $24,650 $0 $66,000 
5 Male 66 Smoker. Fair Health Universal  $1,500,000 $76,537 $265,000 $480,000 $63,000 
6 Male 86 Fair Health Universal  $1,000,000 $150,565 $570,000 $590,000 $120,000 
7 Male 65 Overweight Convertible Term  $150,000 $0 $5,000 $0 $9,300 
8 Female 44 Breast Cancer Term  $300,000 $0 $225,000 $0 $400 
Insurance Appraisal.com, consumer advocate Website (http://www.insuranceappraisal.com/examples.htm) 
9 Male 73 NA Variable Universal $1,500,000 $2,631 $348,000 $630000 $97,000 
10 Male 86 Purchase lower premium policy. Universal $500,000 $62,317 $255,000 $300,000 $60,000 
11 Female  83 Purchase lower premium policy. Universal $5,500,000 $481,321 $2,350,000 $3,230,000 $600,000 
US Life Settlements (http://www.uslifesettlements.com/life-settlement-examples.htm) 
12 Male 86 Obsolete estate plan.  Term $3,000,000 $0 $1,175,000 $0 $405,000 
13 Female 85 Policy performance with drop in 

interest rates. Purchased annuity. 
Universal $600,000 $160,000 $245,000 $350,000 $45,000 

14 Female 75 Purchase less expensive, more 
suitable survivorship policy. 

Universal $7,000,000 $1,250,000 $2,900,000 $3,250,000 $375,000 

15 Female 69 Purchase Long Term Care Term $600,000 $0 $94,280 $0 $6,000 
16 Male 75 Pay for Guaranteed Death Policy Universal $4,100,000 $280,000 $975,000 $1,900,000 $290,000 
17 Male 81 Obsolete ‘Key Man’ Policy Term $6,000,000 $0 $661,000 $0 $800,000 
18 Male 76 Outlived Beneficiary Universal $7,000,000 $659,000 $1,900,000 $3,400,000 $450,000 
19 Female 79 Premium expense vs. Cash Term $1,500,000 $0 $300,000 $0 $120,000 
20 Male 76 Obsolete Estate, No Legacy  Universal $10,000,000 $449,000 $2,700,000 $4,900,000 $735,000 
AIM Life Settlements (http://www.aimsettlements.com/Examples.htm) 
21 Female 71 Premium Expense, Medical Bills Term $250,000 $0 $35,000 $0 $7,000 
22 Male 73 Heart Attack, Long Term Care Universal $350,000 $1,507 $60,000 $150,000 $26,000 
23 Male 69 Obsolete ‘Key Man’ Policy  Key Man $2,000,000 $271,000 $473,000 $640,000 $84,000 

 

http://www.insuranceappraisal.com/examples.htm
http://www.uslifesettlements.com/life-settlement-examples.htm
http://www.aimsettlements.com/Examples.htm
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Table 3: Estimated Intrinsic Economic Values 

# Gender Age Policy Face 
Amount 

Policy Cash 
Value 

Life 
Settlement 

Traditional 
Cash Value Premium 

Intrinsic 
Economic 

Value @LS 

Financial  
Gain 

(Loss)@LS 

Intrinsic 
Economic 

Value @LE 

Financial 
Gain 

(Loss)@LE 
Learn Life Settlements, CIGI Direct Insurance Services, Inc. (learnlifesettlements.com)   
1 Female 77 $750,000 $102,287 $137,000 $321,568 $43,000 $678,154 ($541,154) $48,748 $88,252 
2 Male 68 $200,000 $0 $40,500 $0 $15,000 $177,308 ($136.800) ($62,394) $102,894 
3 Male 56 $1,500,000 $0 $360,000 $0 $55,000 $1,387,308 ($1,027,308) $196,925 $163,075 
4 Male 66 $1,000,000 $0 $24,650 $0 $66,000 $895,538 ($870,888) ($207,901) $232,551 
5 Male 66 $1,500,000 $76,537 $265,000 $480,000 $63,000 $1,379,308 ($1,114,308) $104,420 $160,580 
6 Male 86 $1,000,000 $150,565 $570,000 $590,000 $120,000 $841,538 ($271,538) ($336,676) $1,013,726 
7 Male 65 $150,000 $0 $5,000 $0 $9,300 $139,231 ($134,231) $25,474 ($20,474) 
8 Female 44 $300,000 $0 $225,000 $0 $400 $288,062 ($63,062) $161,954 $63,046 
Insurance Appraisal.com, consumer advocate Website (http://www.insuranceappraisal.com/examples.htm   
9 Male 73 $1,500,000 $2,631 $348,000 $630000 $97,000 $1,345,308 ($997,308) ($288,726) $636,726 
10 Male 86 $500,000 $62,317 $255,000 $300,000 $60,000 $420,769 ($165,769) $5,431 $249,569 
11 Female  83 $5,500,000 $481,321 $2,350,000 $3,230,000 $600,000 $4,688,462 ($2,338,462) ($182,437) $2,532,437 
12 Male 86 $3,000,000 $0 $1,175,000 $0 $405,000 $2,479,615 ($1,304,615) ($248,312) $1,423,312 
US Life Settlements (http://www.uslifesettlements.com/life-settlement-examples.htm   
13 Female 85 $600,000 $160,000 $245,000 $350,000 $45,000 $531,923 ($286,923) $123,322 $121,678 
14 Female 75 $7,000,000 $1,250,000 $2,900,000 $3,250,000 $375,000 $6,355,769 ($3,455.769) $309,616 $2,590,384 
15 Female 69 $600,000 $0 $94,280 $0 $6,000 $570,923 ($476,643) $263,780 ($169,500) 
16 Male 75 $4,100,000 $280,000 $975,000 $1,900,000 $290,000 $3,652,308 ($2,677,308) ($1,076,722) $2,051,722 
17 Male 81 $6,000,000 $0 $661,000 $0 $800,000 $4,969,231 ($4,308,231) ($1,970,676) $2,631,676 
18 Male 76 $7,000,000 $659,000 $1,900,000 $3,400,000 $450,000 $6,280,769 ($4,380,769) ($20,036) $1,920,036 
19 Female 79 $1,500,000 $0 $300,000 $0 $120,000 $1,322,308 ($1,022,308) ($118,936) $418,936 
20 Male 76 $10,000,000 $449,000 $2,700,000 $4,900,000 $735,000 $8,880,385 ($6,180,385) ($200,699) $2,900,699 
AIM Life Settlements (http://www.aimsettlements.com/Examples.htm   
21 Female 71 $250,000 $0 $35,000 $0 $7,000 $233,385 ($198,385) $57,874 ($22,874) 
22 Male 73 $350,000 $1,507 $60,000 $150,000 $26,000 $310,538 ($250,538) ($83,511) $143,511 
23 Male 69 $2,000,000 $271,000 $473,000 $640,000 $84,000 $1,839,077 ($1,366,077) $139,227 $333,773 

 
 

http://www.insuranceappraisal.com/examples.htm
http://www.uslifesettlements.com/life-settlement-examples.htm
http://www.aimsettlements.com/Examples.htm
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