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Analysis of collected data 
 

Overview 

The data was collected by a third party firm on behalf of LISA.  The data collected for this report was 

provided by 11 life settlement providers for the years of 2004, 2005 and 2006. This sample represents a 

sizable slice of the industry. The analysis of their growth, averages, and trends, should reflect the 

average of the life settlement industry during the periods analyzed.   

The data to collected are as follows: 

¶ Total amount of death benefit settled by each participant 

¶ Total proceeds paid to sellers 

¶ Total amount of cash surrender value at the time of settlement 

¶ Total number of cases settled  

¶ Age of policies at the time the cases were settled.  This data was  requested in subsets, as 

follow:   

o Number of policies from 2 to 5 years of age:   

o Number of policies from 6 to 10 years of age:  

o Number of policies from 10 years and beyond:  

 

Agreed-upon procedures 

Congruent with the Data Collection Report 2004-2005, confidentiality of 

data was the forefront of the data collection process.  The data released 

contains only aggregate numbers.  Please refer to the appendix-A for a 

copy of the official data release by the third party firm. The CPA firm will 

continue to collect data from participants for the subsequent years. 
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Findings 

These eleven providers settled 3138 policies with a total death 

benefit of 6.4 billion in 2006, a 65% (2.5 billion) increase in 

business volume from 2005.  According to this study, life 

settlement consumers in 2006 enjoyed higher returns than 

consumers from previous years. In 2006, life settlements 

provided on average 409% more cash to consumers than cash 

surrender value option, a 37.6% increase from 2005. From 

2005 to 2006, the average settled policy value increased by 6.7% while settlements paid to consumers 

increased by 10%.  In essence, consumers are settling policies of slightly higher values and getting more 

money.  The cash surrender option continues to be a less attractive alternative as it decreased its payout 

by 6.24%, a direct negative contrast with the life settlement option. 

Understanding the distribution of money and value of policies 
 
According to this report, consumers on average settled their policies in 2006 for approximately 20% of 

their death benefit. What happens with the remaining 80% of the death benefit? Most of the money is 

used to pay premiums for all of the years until the policy matures and interest on borrowed money. 

Some money is also spent in transactional costs such as life expectancies, commissions (if applicable), 

transfer of policy ownership, etc. The key factors determining the market value of the policy are the 

death benefit, cost of premiums, and life expectancy of the insured individual. The lower the premium 

and life expectancy, the higher the settlement. 
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Age of policies 

Policies less than five years old increased as a percentage of industry volume from 2005 to 2006 from 

35% to 45% of policies settled.  Simultaneously, policies which have been in the possession of the 

original owner for more than 10 years rose from 25% to 28% of the policies settled. In the 2004-2005 

Data Collection Report, the data is more challenging to validate; a quarter of all policies did not have the 

age specified. This unspecified data could greatly change the actual percentage of any of the three 

categories.  In 2006, only 6% of all data has no age provided. The higher percentage of policies settled 

within two to five years concurs with statistical findings that most policies are lapsed within this time 

frame. The high lapse rate is mainly caused by policies sold to consumers that do not fit their needs.  

Consumers may regret their original purchase and recognize life settlements as a viable exit strategy.   

Individuals satisfied with their policies are likely to keep policies in force unless there is a change in their 

life needs.  

 

Conclusion 

In the year of 2006, these 11 providers unlocked close to 1 billion ($954,020,690.00) in additional 

income to consumers.  Given their business volume increase of 65% in one year, a more efficient market 

and more competitive bids brought consumers a 78% increase in additional funds above the cash 

surrender value.  Putting this large value in perspective, on average, if every consumer that settled a 

policy in 2006 had decided to surrender, they would receive $98 thousand instead of $402 thousand 

from a settlement.  That is a loss of $304 thousand dollars per policy.   
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Data 

2006 Full Data Partial Total 
Average 
Policy 

Percentage of Death 
Benefit paid to seller 

Death Benefits Settled 5,779,472,930 669,850,865 6,449,323,795 2,055,234   

Proceeds Paid to Sellers 1,102,550,958 159,575,336 1,262,126,294 402,207 19.6% 

Cash Surrender Value 283,270,372 24,835,232 308,105,604 98,185 4.8% 

  
    

  

2 - 5 1,200 210 1,410 44.9%   

6 - 10 589 79 668 21.3%   

10 or more 728 142 870 27.7%   

No age provided 190   190 6.1%   

Total policies Settled 2,707 431 3,138 100.0%   

2005 
     

2005 Full Data Partial Total 
Average 
Policy 

Percentage of Death 
Benefit paid to seller 

Death Benefits Settled 3,413,014,939 487,442,433 3,900,457,372 1,926,152   

Proceeds Paid to Sellers 610,898,555 127,203,442 738,101,997 364,495 18.9% 

Cash Surrender Value 173,893,394 24,835,232 198,728,626 98,138 5.1% 

  
    

  

2 - 5 653 60 713 35.2%   

6 - 10 288 20 308 15.2%   

10 or more 478 35 513 25.3%   

No age provided 327 164 491 24.2%   

Total policies Settled 1,746 279 2,025 100.0%   

      2004 
     

2004 Full Data Partial Total 
Average 
Policy 

Percentage of Death 
Benefit paid to seller 

Death Benefits Settled 2,104,265,455 715,552,637 2,819,818,092 1,997,038   

Proceeds Paid to Sellers 348,947,537 131,832,870 480,780,407 340,496 17.1% 

Cash Surrender Value 123,904,668 42,133,616 166,038,284 117,591 5.9% 

  
    

  

2 - 5 318 115 433 30.7%   

6 - 10 196 41 237 16.8%   

10 or more 295 49 344 24.4%   

No age provided 233 165 398 28.2%   

Total policies settled 1,042 370 1,412 100.0%   

      Number computed through statistical methods 
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