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Low correlation…

• Attractive in current environment
• Some may provide attractive returns
• Intermediaries fees trending down
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…or not so low correlation

• For pensions: doubling down or CDO-squared!
• Underwriting (hard data) unproven
• Contagion risk
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Sources of volatility

• Impairment between individuals
• Unsystematic & systematic underwriting error
• Seller’s market: gaming of underwriting

uncertainty of impairment
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198 unique insured: relative likelihood of yearly mortalities, 
500 trials, one actuarial view

less likely20
200 insured: aggressive underwriting
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198 unique insured: relative likelihood of yearly mortalities, 
500 trials, one actuarial view

less likely20
200 insured: conservative underwriting
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198 unique insured: relative likelihood of yearly mortalities, 
501 trials, three actuarial views

less likely20
200 insured: either underwriting
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752 unique insured: relative likelihood of yearly mortalities, 
501 trials, three actuarial views
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54

700 insured: either underwriting
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Alpha-longevity sources
Low blood pressure1: 4 years• Low blood pressure1: 4 years 

• Low cholesterol1: 4 years 
• Healthy weight1: 1 to 3 yearsHealthy weight : 1 to 3 years 
• Not smoking1: up to 14 years
• Regular exercise1: 1 to 3 yearsg y
• Married (happily)1: 4 to 10 years
• Own a dog1: 3 years…more with walking
• Changes in wealth1: 5 or more years
• Red wine (resveratrol2 from grape skin)

Version 20080919
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1Source: Levy BR, et al. Longevity increased by positive self-perceptions of aging. Journal of 
Personality and Social Psychology. 2002 Aug; 83(2): 261-70

2Seung-Hoi Koo & Marc Montminy, In Vino Veritas: A Tale of Two Sirt1s?.
Cell 127, December 15, 2006: 1091-1093
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Underwriting accuracy may vary
half still alivehalf still alive
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C f f fCash flows for unexpected increase in life 
expectancy (Texas published recent results)
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Forward sales help investorsForward sales help investors 
make current purchases
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Non-correlation: what’s it worth?
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ICAP Structured Insurance Team

Antony Mott
ICAP Capital Markets LLC
Str ct red Ins rance Prod ctsStructured Insurance Products

Desk: +1 212 815-6511
antony.mott@us.icap.com
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Disclaimers
ICAP Capital Markets (“ICAP”) and Longbank Corporate Restructuring Inc (“Longbank”; the 

owner of the swapsMarketsm and vivaDexsm technologies) are committed to adhering to 
antitrust laws. This presentation is offered solely to advance knowledge and improve the 
skills of those who view it. Under no circumstances should this presentation be used as a 
forum for any person or entity to reach any understanding whatsoever, whether it be about 
specific pricing of specific products or services, whether or not they are marketed privately 

bli l th t d hi h d t k t dor publicly, or the terms under which products are marketed.

This material and any accompanying presentation was prepared solely for informational 
purposes by ICAP using, and material is based on sources believed to reliable, as well as 
from proprietary data developed by Longbank and communicated through the 
swapsMarketsm and vivaDexsm longevity index-arbitrage process but none of the preparersswapsMarket and vivaDex longevity index-arbitrage process, but none of the preparers 
represents as to the material's accuracy or completeness. This document and its contents 
are proprietary to ICAP and Longbank. Neither this document nor its contents may be 
copied or reproduced in any manner without the express written consent of ICAP Capital 
Markets.

Neither a bid nor offer for securities, futures, options or any asset. Not a solicitation that 
securities, futures, options or any asset may be bought or sold. Not legal, accounting or 
professional advice. swapsMarketsm is not a futures exchange and is not a securities 
exchange. Swaps transfer risk and induce leverage: one party to a swap always loses 
money.
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