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DOMICILE FOCUS

INNOVATION AND A FIRM STANCE ON 
Solvency II has allowed Guernsey to thrive at a 

time when rates in the commercial insurance 
market are “super soft”.

However, undoubtedly, plenty of challenges 
face the insurance and captive insurance market. 
Commercial insurance and reinsurance prices 
remain low following a continued infl ux of capital 
market capacity and a year that was free of major 
catastrophe losses. 

“Rates are quite soft and yet there’s an awful lot of 
capacity being attracted into the insurance market,” 
says Dominic Wheatley, managing director of Willis 
Management (Guernsey). 

“If you think about those two ideas in tandem, 
you realise it’s a slightly bizarre world we live in 
–unless you take the view, as I do, that rates may be 
soft by reference to historic norms, but not as soft 
as they have been in the past in relation to returns 
of capital achieved in the insurance industry.”

Despite the soft (re)insurance market, Guern-
sey continued to grow in 2013. The Guernsey 
Financial Services Commission (GFSC) licensed 89 
new international insurers, bringing the total to 
758 at the end of the year. This maintains its posi-
tion as the largest captive domicile in Europe and 
the fourth largest in the world.

For major corporates, it is clearly a buyer’s 
market in mainstream insurance and the impetus 
to self-insure is arguably less pronounced. So 
where is the growth coming from? 

With the insurance cycle inextricably linked to 
captive growth, captive managers have had to inno-
vate and seek new opportunities to grow their busi-
ness. A quick look at Guernsey’s licence statistics 
reveals a number of new trends, with much of the 
growth relating to cell companies and increasing 
use of insurance-linked securities (ILS). 

“I wouldn’t say that necessarily the mix of busi-
ness coming into the island is in line with the tradi-
tional mix of business – or is indeed conventionally 
captives in the sense of being risk-fi nancing vehi-
cles for corporate entities,” says Wheatley. “It’s 
more niche, using insurance technology to bring 
risk and capital together but not necessarily in the 
corporate risk-fi nancing context.”

While maintaining its dominant position within 

the captive sector, Guernsey has built on its exist-
ing infrastructure to off er a broader gamut of 
insurance and fi nancial solutions. 

A big part of this is an increase in the use of cells 
– a Guernsey innovation, with the fi rst protected 
cell company (PCC) set up in the domicile in 1997. 
There are now 69 PCCs and seven incorporated 
cell companies (ICCs), which are used for risk 
fi nancing, to conclude International Swaps and 
Derivatives Association (ISDA) arrangements and 
fully collateralised ILS transactions.

“Guernsey is bucking the trend in terms of its 
growth, and I think that is attributable to the inno-
vation in our business,” says Paul Eaton, director of 
new business at Heritage Insurance Management. 
“For example, an area of signifi cant growth is cells 
being used to facilitate fully collateralised reinsur-
ance structures. 

“We’re also seeing the captive market continue 
making inroads to employee benefi ts lines. That 
whole area, including pension fund longevity risk, 
is really starting to generate signifi cant interest.”

The UK government chose Guernsey to set up 
a PCC as part of its NewBuy scheme in 2012. The 
scheme was launched in conjunction with the 
Home Builders Federation (HBF) and the Council 
of Mortgage Lenders to off er prospective home 
owners newly built properties with 95% mortgages 
underwritten by the UK government. The PCC 
provides insurance to the lenders under NewBuy, 
as well as being the conduit for the guarantee from 
the UK government. It has 50 regulated cells, 
including several multi-user cells.

Aff ordability issues
Cells also off er a good solution for sectors that are 
experiencing diffi  culty in accessing aff ordable 
insurance. “A classic use for captives is helping law-
yers’ with their professional indemnity insurance, 
when the commercial insurance market hardens or 
loses capacity,” says Eaton. “The last renewal 
season was diffi  cult and it’s been well reported that 
a large number of companies have had to stop 
trading or be acquired, as a result of being unable 
to fi nd the necessary PI insurance.

“Heritage recently had a number of enquiries 
from law fi rms that had experienced large rate 

increases and the application of substantial deduct-
ibles to their policies. This led many of them to 
seek a captive structure that could accommodate 
their retained risk,” he adds. “This is a good exam-
ple of a situation that can cause a medium-sized 
company to look for a cell company solution.”

One of the biggest benefi ts off ered by cell com-
panies is that they lower barriers to entry. “If you 
look back 20 years, the captives were really the 
preserve of the FTSE 100s,” says Fiona Le Poidevin, 
chief executive of Guernsey Finance. “Guernsey 
has about a 40% market share of all the FTSE 100s 
that have captives, but now, with the cell company 
concept, SMEs can benefi t from the captive model 
by taking a cell of a PCC.

“That’s why they’ve become so much more 
popular – they are cost effi  cient and administra-
tion is effi  cient. It also refl ects the sophistication of 
the captive managers who are able to service diff er-
ent types of clients and types of risk.”

Competitive edge
Much of the recent innovation in cell companies 
and ILS structures has been necessary, explains 
Wheatley. “New entrants to the industry have 
emerged in the past two to three years. The compe-
tition does inspire people to go out and look for 
business. There is a real competitive element to the 
industry here that is very positive.

“Guernsey has a pretty mature industry and has 
critical mass with well-established expertise, par-
ticularly in the cell area. The technical develop-
ment and innovation around cell structures has 
always been very strong here. 

“There’s a real off shore insurance community, 
which helps in the innovation process. There’s a 
movement of people between companies and that 
leads to a sharing of technology and so on. It all 
helps Guernsey plc to grow and attract business.”

The dramatic growth of the ILS market has pro-
vided plenty of opportunities for captive manag-
ers. Guernsey has been quick to develop a 
reputation for its special-purpose insurers, cat 
bonds and transformer structures. In January, 
Guernsey law fi rm Bedell Cristin was recognised 
for an Islamic fi nance deal placed on behalf of 
European insurance group FWU. 

“A lot of the growth we’ve seen in the insurance 
industry over the past year has been in ILS, so it’s 
been quite good to see us diversifying,” says Le 
Poidevin. “At the end of 2012, ILS investment fund 
DCG Iris was listed on the London Stock Exchange 
and it has been very successful to date.

“We have formed a group with representatives 
from both the funds and insurance industry, so 
we’re better able to promote our services in that 
area. Not only are we able to create the insurance 
structures but we’re also able to set up funds and to 

Calm waters of the Guernsey scene
The Channel island continues to lead the way with captives, protected cell companies and 
insurance-linked securities, while off ering certainty against the prevailing Solvency II regime

GUERNSEY

European captive ranking  1 

World captive ranking  4 

International insurance entities  758 

Licensed managers  20 

Captives from FTSE 100  40% 

Captives from Global 1500  95 

Innovation  PCC, 1997 

Tax regime   0% 

EU member  No 

Regulator  GFSC 

Data Source: Guernsey Finance 

Vital statistics

New insurance licences by parent location, 2013
Cayman Islands 32%

Ireland 7%

US 6%

Guernsey 3%

Bermuda 3%

Switzerland 3%

Australia 2%

Singapore 2%

Luxembourg 1%

Abu Dhabi 1%

UK 40%

Data source: Guernsey Financial Services Commission
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