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BACKGROUND
We started our company in 2006 to create a
secondary market life insurance company. This
means we invest in life insurance assets by
purchasing policies that seniors no longer want,
need, or can afford. The secondary life insurance
Jon Sabes, CEO

market exists simply because insurance carriers
offer grossly inadequate surrender values for

“Our business
was founded
to disrupt the
status quo of the
life insurance
industry.”

the life insurance products they sell. Over time,
insurance carriers have grown to rely on the high
voluntary consumer lapse and surrender behaviors
(even though they don’t publicly admit this) to
enhance their profits. And because we eliminate
consumers lapsing and surrendering their life
insurance, the carriers do not like our business.
Conversely, consumers seem to love our business,
and you can understand why when you realize we
have paid out more than $379 million directly to
policy owners – as compared to the $26.1 million in
surrender values offered by insurance carriers for

GWG Holdings, Inc.
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the very same policies.
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NEW ACTUARIAL UNDERWRITING
TECHNOLOGY
A key to investing in life insurance assets, as well
as managing pensions, social security entitlements,
annuity liabilities, and several other meaningful financial
services, is understanding the actuarial mortality profile
of individual populations. In our case, the investment
returns we derive from our portfolio of life insurance is based
primarily on the underlying actuarial results we experience.
The goal of the insurance business is to develop predictable
actuarial underwriting models to appropriately price and
select associated products and risk. The term “actuarial
underwriting” is my term, and industry professionals may
chafe at my use of it, but for me this term explains the goal
of the life insurance business, which is to better estimate
individual lifespans across large groups of people.
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“We began an
initiative
in 2015 to
re-examine the
way in which we
approached
the process.”

Dr. Steve Horvath,
Professor of Human
Genetics and Biostatistics,
UCLA

The critical function of actuarial underwriting has
changed little in more than a century. Historically the life
insurance, long-term care, and annuity industries have
used “medical evidenced based underwriting” to assess,
select and price risk in order to operate their businesses
profitably. Medical evidenced based underwriting is
exactly what it sounds like – an underwriter reviews an
individual’s medical data and family history in order
to develop a view of the insured’s health profile for
purposes of appropriately pricing the risk associated
with the product being sold.
Because actuarial underwriting is also key to our
business, we began an initiative in 2015 to re-examine
the way in which we approached this process.
Our initiative included a review of new advanced
medical technologies capable of predicting aging
and related mortality more accurately. These
technologies leveraged new developments in the
examination of telomere length, gene expression, and
protein expression. Our investigation ultimately led us
to the lab of Dr. Steve Horvath, a Professor of Human
Genetics and Biostatistics at the University of California,
Los Angeles (UCLA). i Dr. Horvath is a recognized expert
on aging who has focused his research on the root causes
of aging that are encoded in the DNA molecule.
In 2013, Dr. Horvath reported that human cells have
an internal “biological age” and “biological clock” at
the DNA molecular level that is indicative of the aging
process. ii The research was hailed as groundbreaking
and featured in the scientific journal Nature. iii The study
of chemical modifications to the DNA molecule that
reveal aging, among other things, is now a cutting-edge
science known as epigenetics.
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“A cutting-edge
science known
as epigenetics”

Epigenetics is the study of how the DNA molecule’s
instructions are translated into the production of
proteins that make us who we are. In other words,
while scientists unraveled the sequence of our DNA
molecular code in 2003, in many ways only now are
they beginning to understand how that code translates
into our individual makeup. Dr. Horvath’s epigenetic
research has focused on methylation sites on our
DNA (28 million methylation sites on the human DNA
molecule) in order to study the genetic and epigenetic
determinants of aging and mortality.
In 2016, Dr. Horvath reported a discovery. Upon
completion of a statistical analysis of over 13,000
individual DNA samples, he was able to identify a
specific set of DNA methylation-based biomarkers that
could be used to predict individual risk of all-cause
mortality. iv The implications of the discovery are simple
and profound: Individual lifespans can now be estimated
with significantly greater precision across large groups
of people.

Aging,“DNA Methylation
and Mortality Prediction”

We are working right now to translate this technology into
an actuarial underwriting methodology that we believe
will be revolutionary. We expect to immediately begin
implementing this technology to enhance our current
underwriting processes. And we believe the recently
evolved technology of identifying epigenetic biomarkers
to forecast actuarial mortality will create a marked leap
forward to better assess and price the risk for the life
insurance, long-term care, and annuity businesses.

LIFE INSURANCE, TECHNOLOGY, INNOVATION | 6

INSURTECH OPPORTUNITY

“…advancements
such as
DNA testing
potentially
upending the
insurer’s ability
to assess
and select
acceptable risks”

Contingencies,
American Academy
of Actuaries,
July/August 2016

We believe the incumbent industry has no incentive
to change. We believe the incumbent industry has little
ability to change. We believe the incumbent industry
lacks the imagination to reinvent itself from within.
We believe the incumbent is vulnerable.
We know the $21 trillion life insurance industry provides
grossly inadequate surrender values to consumers who
own life insurance. We know this because we have
lived it for over 10 years. In addition, we have learned
that the life insurance industry has built a cumbersome
underwriting apparatus that makes the process of
selling life insurance more challenging than ever, has
not evolved its products to address consumer needs,
and has not employed advanced technologies to assess,
select, and price risk.
Industry insiders, observers and professional
commentators have been actively writing about the
existence of major insurtech opportunities within
the insurance industry. Insurance industry leaders
acknowledge that “…advancements such as DNA testing
potentially upending the insurer’s ability to assess
and select acceptable risks” is a reality.v Periodicals
and news articles are replete in highlighting the fact
that the insurance industry business is ripe for a
disruptive insurtech reinvention. Industry observers and
commentators also suggest that reinvention must come
from outside the industry.
We believe there is a tremendous opportunity for our
disruptive financial services company to reinvent the
life insurance industry using our predictive biomarker
technology. We believe our technology has the potential
to upend a century of entrenched incumbent practices
in the life insurance businesses. In addition, we believe
our technology may open new markets where traditional
medical evidenced based underwriting is either
impractical or impossible.
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CONCLUSION

“Our team
consists of
financial
entrepreneurs”

Elizur Wright,
The “Father of
Life Insurance”

Our team does not consist of traditional life insurance
industry professionals. Rather, our team consists of financial
entrepreneurs who have been working on the backend of the
life insurance industry. Along the way, we have asked simple
questions about complex industry problems and searched for
innovative solutions to address the problems we encounter
and the opportunities we perceive.
So what are we doing about it? Since inception, our business
has been, and always will be, a disruptive outsider to the
life insurance industry. Today, we are seeking to provide
consumers additional value for their life insurance by upsetting
the status quo of high policy lapse rates and low surrender
values enjoyed by life insurance carriers for years. And now,
with the announcementvi that we are exercising our option
to exclusively license “DNA Methylation Based Predictor
of Mortality” technology from UCLA,vii we have acquired
technology that will not only make us smarter in our current
business, but also gives us the opportunity to effect an
elegant paradigm shift in actuarial underwriting methodology.
We believe our corporate lineage is fitting, as it was the very
existence of the life insurance secondary market that drove
Elizur Wright, the “father of life insurance,” to reinvent what we
know as the modern day life insurance industry by establishing
regulations that require insurance carriers to provide surrender
values to consumers. And it’s the secondary market that will
once again drive another reinvention of the industry, this time
the reinvention will come from technology and market forces.viii
Seeking to capitalize on the insurtech opportunity is the next
logical step for our corporate story, values, and mission as we
are uniquely situated to creatively disrupt and reinvent the life
insurance industry.
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OUR SECRET MASTER PLAN FOR
LIFE INSURANCE, TECHNOLOGY
AND INNOVATION IS AS FOLLOWS:

Please don’t
tell anyone
our plan.

1

First, we are going to use technology to improve

2

Second, we are going to use technology to enter

3

our current business;

the primary markets of the life insurance business;
Third, we are going to use technology to expand
all aspects of the life insurance, long-term care,
and annuity businesses; and

4

Fourth, we are going to rewrite century-old,
outdated practices and provide consumers with
new value-added insurance products that meet
their modern-day needs.

This White Paper can be found at www.gwgh.com/technology
under “Our Secret Master Plan” in homage to Elon Musk and
his 2006 post of The Secret Tesla Motors Master Plan.ix

www.gwgh.com | 11

FOOTNOTES
AND CITATIONS

i 	

“Steve Horvath.” UCLA Biostatistics, 2016, www.biostat.
ucla.edu/people/horvath

ii 	
Horvath,

Steve. “DNA methylation age of human tissues
and cell types.” Genome Biology, vol. 14, no. 3156, 2013,
DOI: 10.1186/gb-2013-14-10-r115

iii 	

Gibbs, Wayt W. “Biomakers and ageing: The clockwatcher.” Nature: International Weekly Journal of
Science, vol. 508, no. 7495. April 2014, www.nature.com/
news/biomarkers-and-ageing-the-clock-watcher-1.15014

iv 	

Chen, Brian H, et al. “DNA methylation-based measures
of biological age: meta-analysis predicting time to
death.” Aging, vol. 8, no. 9, Sep 2016, pp. 1844—1865,
DOI: 10.18632/aging.101020

v 	

Forte, Paul E. “Thirty Years at Risk: An Insurance
Odyssey.” Contingencies: American Academy of
Actuaries, July/Aug 2016, p. 20.

vi	

“GWG Announces Acquisition of Mortality
Predictive Technology.” Nasdaq Globe Newswire,
3 Nov 2016, www.globenewswire.com/newsrelease/2016/11/03/886675/0/en/GWG-AnnouncesAcquisition-of-Mortality-Predictive-Technology.html

vii 	

Schmidt, Elaine. “Epigenetic Clock Predicts Life
Expectancy, UCLA-led Study Shows.” UCLA Newsroom,
28 Sept 2016, newsroom.ucla.edu/releases/epigeneticclock-predicts-life-expectancy-ucla-led-study-shows

viii 	

Wright, Elizur. Politics and Mysteries of Life Insurance.
Lee and Shepard Publishers, 1873, Boston.

ix 	

Musk, Elon. “The Secret Tesla Motors Master Plan
(just between you and me).” Tesla, 2 Aug 2006,
www.tesla.com/blog/secret-tesla-motors-master-planjust-between-you-and-me

www.gwgh.com | 13

FREQUENTLY ASKED QUESTIONS
What is the licensing agreement GWG announced November 3, 2016?
We announced that we have exercised an option to license DNA technology from UCLA that was
invented by one of UCLA’s professors, the leading expert on DNA technology and the aging of human
cells. Our license is exclusive and we feel this puts us ahead of the rest of the industry in working to
apply this technology to the insurance industry.

What is this technology?
The technology is called “DNA Methylation” and it is the mechanism that measures aging at the DNA
molecular level. In 2016, Dr. Horvath reported a discovery. Upon completion of a statistical analysis of
over 13,000 individual DNA samples, he was able to identify a specific set of DNA methylation-based
biomarkers that could be used to predict individual risk of all-cause mortality. The implications of
the discovery are simple and profound: Individual lifespans can now be estimated with significantly
greater precision across large groups of individuals.

How will it be used and how will it affect GWG’s current business?
We are working to find ways to integrate aspects of this technology into our underwriting protocols
to help us make better decisions about the life insurance policies we purchase.
We will keep you posted on how we are using this technology in our business as well as any other
opportunities we identify for its use.

What is your motivation for doing this?
As a leader in the life insurance secondary market for more than 10 years, we have had a front-row
seat to how the key parts of this industry operate. We believe these new technologies present the
potential to upend a century of entrenched incumbent practices in the life insurance, long-term care,
and annuity businesses.

Will this mean that GWG will change the process it uses for purchasing life insurance
policies on the secondary market?
We believe it has the potential to lead to changes in our process, but we are still working on what
exactly that will mean.

When do you think you will implement this technology into your current business?
We are just beginning the work of determining how to use the technology in our business. We will
keep you posted on the progress we make and any new methods we develop.

How is this technology different from the home DNA tests I see online?
Think of it this way, comparing DNA Methylation to home DNA tests is like comparing a team of major
leaguers to a little league team. They use the same basic rules and the final score might look the
same, but a major league team has skills little leaguers are a decade away from approaching.

Who is involved in this project?
We have assembled a team of professionals from all aspects of genetic research, life insurance,
actuarial and other disciplines. This team is asking simple questions about complex industry problems
and searching for elegant solutions to address the opportunities we uncover and the inevitable
roadblocks we may face.
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Cautionary Statement Regarding Forward-Looking Statements
This document contains forward-looking statements that involve substantial risks and uncertainties. All statements,
other than statements of historical facts, included in this white paper regarding our strategy, future operations,
future financial position, future revenue, projected costs, prospects, plans and objectives of management are
forward-looking statements. The words “anticipate,” “believe,” “estimate,” “expect,” “intend,” “may,” “plan,” “would,”
“target” and similar expressions are intended to identify forward-looking statements, although not all forwardlooking statements contain these identifying words. These forward-looking statements include, among other things,
statements about our estimates regarding future revenue and financial performance. We may not actually achieve
the expectations disclosed in our forward-looking statements, and you should not place undue reliance on our
forward-looking statements. Actual results or events could differ materially from the expectations disclosed in the
forward-looking statements we make. More information about potential factors that could affect our business and
financial results is contained in our filings with the Securities and Exchange Commission. Additional information will
also be set forth in our future quarterly reports on Form 10-Q, annual reports on Form 10-K and other filings that we
make with the Securities and Exchange Commission. We do not intend, and undertake no duty, to release publicly
any updates or revisions to any forward-looking statements contained herein.
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