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PREFACE 
 

 Traded life policies (TLPs) and traded endowment policies (TEPs) 
are second-hand insurance policies that are sold to investors.  Currently, such 
products fall outside the product scope of both the Insurance Act (IA) and the 
Financial Advisers Act (FAA).  The distribution of such products is thus 
unregulated.  
 
2 MAS notes that there is growing interest in such products among 
market participants here.  We are not opposed in principle to a legitimate 
secondary market for life and endowment policies in Singapore. However, 
these are complex products that bear significant risks.  Furthermore, the TEPs 
and TLPs being distributed to investors here are manufactured overseas and 
there has been a high incidence of fraud and other forms of market 
misconduct associated with such products in other jurisdictions.  We consider 
adequate safeguards should be implemented to ensure fair dealing to 
Singapore investors. 
 
3 This consultation paper sets out MAS’ proposed approach for 
regulating the distribution of TEPs and TLPs in Singapore.  MAS invites 
interested parties to forward their views and comments on the issues outlined 
in the consultation paper.  Written comments should be submitted to: 
 

Market Conduct Policy Division 
Market and Business Conduct Department 
Monetary Authority of Singapore 
10 Shenton Way 
MAS Building 
Singapore 079117 
Email: tep_tlp@mas.gov.sg 
Fax: (65)6225-9766 

 
MAS would like to request all comments and feedback by 17 December 2003. 
 
4 Please note that all submissions received may be made public 
unless confidentiality is specifically requested for whole or part of the 
submission.
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PRODUCT CHARACTERISTICS 
 
5 Both TEP and TLP agreements involve the transferral of ownership 
and benefits of an endowment/life policy to a third party for a price that 
exceeds the policy’s surrender value. The original life insured remains 
unchanged. Such transactions also involve the transferral of the obligation of 
financing premiums for the policy either to the investor, or to an intermediary 
who sets up a trust fund to continue financing these obligations.  
 
6 Not all life or endowment policies have market value and are of 
interest to investors. Tradable endowments are typically with-profits 
endowments1, and investors are interested in such policies because of the 
bonuses that accrue based on investments made from the life fund. In the 
case of life policies, only policies of those who have experienced a decline in 
life expectancy are of interest. This is because the present value of the death 
benefit has increased since it will be delivered sooner than expected, and the 
present value of premium payments has decreased because they will not 
continue for as long as projected. Traded life policies can be further 
subdivided into “viaticals” and “life settlements”. Viaticals are the life policies 
of those who are terminally ill, while life settlements are the policies of those, 
typically over the age of 65, who have experienced a decline in health and 
hence in life expectancy. 
 
7 A fully developed secondary market in life policies would include the 
intermediaries involved in manufacturing and distributing such products, as 
well as investment banks that package pools of life policies into collective 
investment schemes with various characteristics, reinsurers who provide 
credit-enhancements, and institutional investors who purchase these 
investment-grade securities. 
 
RISKS 
 
8 Investors in TEPs and TLPs face a number of risks including: 
 
Life extension risk – Returns on such products are dependent on the life 
expectancies of the insured persons and these may be difficult to predict. If an 
                                              
1 Endowments are a type of life insurance that is payable to the insured if he/she is still living 
on the policy’s maturity date, or to a beneficiary otherwise. Endowments provide policyholders 
with a long-term savings instrument that concurrently provides life coverage. In the case of 
with-profits endowments, bonuses accrue based on investments made from the life fund, 
which are then added to the sum assured for the endowment policy, payable either upon 
death or maturity. 
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insured person outlives his indicated life expectancy, returns may fall 
considerably. 
 
Liquidity risk - Investment amounts may be required to be committed for 
considerable periods of time - in some cases, 10 years or more - and 
investors may find it difficult to re-sell the policies they have purchased. 
 
Credit risk - Investors are exposed to the risk of the life insurance company 
becoming insolvent. 
 
Exchange rate risks – Benefits from the policy may be paid in a foreign 
currency, and investors may have to bear the exchange rate risks of 
converting these benefits into the local currency. 
 
Legal risks – Investors may need to enforce their contracts against life 
companies located overseas, and face the risk of having to contend with the 
legal system of that overseas jurisdiction. Investors may also risk losing their 
principal if life insurance companies deem a policy null or void due to fraud or 
other reasons.  
 
9 The adequate disclosure of these and other risks is a significant 
market conduct concern. There has also been a high incidence of fraud 
associated with such products. Examples of the type of fraud that have 
occurred in other jurisdictions where such products are available include: 
 
a. Ponzi or pyramid schemes - The fraudulent sale of interests in non-

existent life insurance policies 
 
b. Wet inking – The practice of fraudulently obtaining and immediately 

“viatizing” a life policy 
 
c. Clean sheeting – The practice of soliciting individuals in poor health 

to apply for life insurance and encouraging them to lie about their 
condition. When the policies are issued, they are quickly resold to 
investors 

 
d. Imposter Fraud – Where an individual poses as another person 

applying for an insurance policy  (to take blood tests/physical 
examinations) that may mislead the insurance company into 
believing the applicant is in good health 
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10 Given these risks, MAS is of the view that TEPs and TLPs are 
complex investment products that warrant regulation, and entities distributing 
such products should be licensed and supervised by MAS. Currently the FAA 
regulates the sales and advisory process for investment products, defined as 
capital markets products, as defined under the Securities and Futures Act 
(SFA), and life insurance policies. MAS proposes to expand the definition of 
investment products to include traded endowment and traded life policies as a 
class of investment products under the FAA. TEP and TLP distributors will 
thus require an FA license to be able to distribute their products here. 
 
1.1 Do you agree that the distribution of TEPs and TLPs should be 
regulated under the FAA?  
 
1.2 Do you agree that TEP and TLP distributors should be licensed 
under the FAA? 
 
 
PRODUCT DEFINITION 
 
11  MAS proposes the following definitions for TEPs and TLPs 
 
A traded life policy means an agreement that confers onto an investor, or 
other persons, an interest in the death benefits or benefits under one or more 
life policies that is entered into for the purpose of deriving an economic 
benefit. 
 
A traded endowment policy means an agreement that confers onto an 
investor, or other persons, an interest in the death benefits or benefits under 
one or more endowment policies that is entered into for the purpose of 
deriving an economic benefit. 
 
1.3 Are the proposed definitions of TEPs and TLPs adequate? If not, 
what would you propose as an alternative? 
 
 
REGULATORY APPROACH 
 
12 In line with our disclosure-based philosophy, MAS prefers not to be 
prescriptive in determining which products are suitable for investors, so long 
as clear and adequate disclosure of all pertinent risks are provided. However, 
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MAS notes that for TEPs and TLPs, adequate disclosure alone may not offer 
investors enough protection.  
 
13 Currently the TEPs and TLPs being distributed to Singapore 
investors are manufactured overseas, i.e. the TEPs being sold are the 
endowment policies of UK policyholders, held by UK life insurance companies 
while the TLPs being sold are the life policies of US policyholders, held by US 
life insurance companies. There is considerable variation in the way TEP and 
TLP manufacturers are regulated overseas2, which makes it difficult for the 
investor to assess the authenticity and quality of the products being 
distributed here. Investors may also face significant difficulties in enforcing 
their contractual rights against life insurance companies situated overseas.  
 
14 For these reasons, MAS proposes that TEP and TLP distributors in 
Singapore be restricted to selling TEPs and TLPs manufactured overseas to 
non-retail investors3. By restricting overseas policies to non-retail investors, 
the bulk of MAS’ business conduct rules under the FAA would not apply. 
However, there may be a need to put in place certain safeguards given the 
risks involved. For example, TEP and TLP distributors should to take 
adequate steps to ensure their products are authentic, legally obtained, and 
manufactured in recognised jurisdictions. Such rules are intended to avoid the 
reputational risks to Singapore should it be used as a centre for the 
distributting fraudulent or illegally obtained TEPs and TLPs. 
 
 
1.4 What rules can be put in place to ensure that the TEP and TLP 
products being distributed here are authentic and legally obtained?  
 

                                              
2 For example, some states in the US regulate TLPs as insurance products while others 
regulate them as securities. In some states such products are still unregulated. 
3 Non-retail investors will be taken to mean accredited, expert and institutional investors as 
defined in our policy consultation paper on amendments to the SFA and FAA issued on 25 
Sep 2003 i.e. 

Accredited investors refer to individuals whose net personal assets are greater than $2 million 
or whose income in the last 12 months is not less than $300,000, or corporations with total 
net assets of at least $10 million (or its equivalent in a foreign currency). 

Expert investors refer to persons whose business involves the acquisition and the disposal of, 
or the holding of, capital markets products, whether as principal or agent. 

Institutional investors refer to regulated financial institutions or other entities that deal in 
financial products in the course of ordinary business (the institutions listed under sections 274 
and 304 of the SFA will be used as a reference).   
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1.5 Distributors will only be permitted to sell TEPs and TLPs 
manufactured in recognised jurisdictions. What criteria should be used 
to determine whether TEPs and TLPs from a jurisdiction are suitable for 
distribution here? 
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