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Protecting individuals, businesses and 
society against changes in fortune, 
‘insurance’ is as old as civilisation, 
beginning perhaps with early mankind’s 
gifts to the gods for a good harvest 
or a safe journey! 

This same desire for peace of mind, for 
managing risk and preparing for life’s nasty 
surprises is as strong today as ever, meaning 
the role and relevance of insurance is also as 
important, perhaps even more critical given 
the current level of change for both 
consumers and businesses.

In many ways, the development of 
insurance through the centuries mirrors 
the development of societies, of trade 
and business and the increasing 
sophistication and needs of society. 

The Great Fire of London in 1666 led directly 
to property insurance, with early companies 
placing fire marks on houses to ensure that 

their own fire brigades would know which 
houses to save! Since then insurance has 
evolved to today’s immense array of 
policies and covers, aiming to protect 
value and to minimise damage and loss.  

Providing protection and minimising risk in 
an increasingly uncertain, rapidly changing 
world has never been more challenging.  
Profound changes, not least from 
technology, on business and consumers 
has dramatically altered our lives bringing 
immense benefits but also huge new risks 
and threats.  Considering the recent cyber 
attack that disrupted our health systems 
is a real-time demonstration of this. These 
changes – social, technology, environmental, 
economic and political – require the 
insurance industry to take a hard look at 
how it serves and supports its customers.
The encouraging news is that whilst risks are 
increasing, so is our ability to understand 
them and to provide the most appropriate 
solutions.  The increasing availability of 

information, the digital footprint that we 
each create from social media, localisation 
services and purchases, are enabling 
extraordinary insights into our behaviours.  
This combined with information technology 
now being used in all walks of life - think 
‘smart cars’ or ‘smart houses’ - will enable 
insurance companies to accurately assess 
risk to provide cover that directly meets 
customer needs. These new technologies will 
directly reduce risks through monitoring and 
reporting, identifying emerging problems 
before they become catastrophic.

The changes and challenges ahead may 
be daunting but constant through this is 
our commitment to our customers.  With 
the backing of our parent RSA, a leader in 
insurance and at the forefront of changing 
the industry, we remain true to our traditions, 
having provided local support for 35 years 
and being ‘here by your side’ through these 
uncertain times.

INSURANCE

Insurance – peace of mind  

in a risky world

Paul Masterton from Insurance  
Corporation of the Channel  
Islands tells us more.

INSURANCE

As we know, Guernsey's status as a Crown 
Dependency gives it the right to make its 
own laws, including those concerning 
taxation and Brexit does not put  
Guernsey’s tax neutrality under threat.  

Guernsey’s closest trading relationship is with 
the UK, but over the years, the island has 
successfully negotiated its own access to EU 
financial markets and there is no indication 
that Brexit will impact such access directly.

The UK government formally notified the 
European Council of its decision to leave the 
EU on 29 March 2017 by triggering Article 
50 of the Lisbon Treaty. The exit period is 
expected to last at least two years while the 
UK negotiates the terms of its exit.  
Adding to the complexity of the outcome 
is the recent general election result in 
which the conservatives failed to obtain the 
majority and mandate anticipated, making 
the process for and outcome of Brexit even 
more uncertain. Nevertheless, regardless 
of that election result, the following are 
amongst some of the expected effects on 
the European captive industry:

Uncertainty 
Without doubt the first and most significant 
effect on captives will be the period of 
uncertainty while the UK negotiates the 
terms of its exit.  Until the terms are settled, 
many businesses that operate captives will 
need to wait and monitor developments 
closely so that they are ready to adapt to the 
outcome. Any extension of the transition 
period will only be possible if all remaining 
EU member states agree to it. It is entirely 
possible, although not expected, that the 
negotiations might take less than two years, 
in which case businesses with captives may 
need to adapt that bit sooner.

Currency
Following the Brexit decision, an initial 
consequence for insurers was an immediate 
fluctuation in exchange rates which affects 
companies operating in sterling or euros.  
It is expected that captives will continue to 
experience exchange rate volatility that may 
have knock-on effects on solvency and credit 
ratings could also ultimately be affected.  

Passporting
The current EU passporting regime allows 
insurers that are authorised to provide 
financial services in one EU member state 
to also provide such services in other 
member states without having to be 
authorised to do so in the other jurisdictions.  
A passport allows an insurer to provide 
insurance services across borders or to 
establish a presence in other jurisdictions. 
Until negotiations have been concluded it 
remains to be seen whether insurers will 
continue to benefit from a replacement 
system that will allow similar access. This is 
important not just to UK insurers but also to 
EU insurers, who might particularly miss 
access to the global insurance centre that 
is London.

Regulation
In the absence of passporting many see an 
increase in regulation as inevitable which will 
have a cost at a jurisdictional level and also 
a detrimental effect on the efficiency with 
which insurers can operate. 

At this stage, we are not yet seeing any 
noticeable trends, as the industry waits 
to see how the exit negotiation progress.  
Perhaps one immediate effect during this 
period may be the use of captives to insure 
against loss that might flow from the 

shock of Brexit and the difficulties of the 
negotiation process, such as more 
pronounced exchange fluctuations.

The consensus appears to be that Brexit is 
not expected to have a detrimental effect on 
offshore captive domiciles and in fact it could 
prove to be an opportunity. Once Brexit is 
complete, companies could be making 
different choices about where they locate 
their captives. In a situation where there is 
no replacement for the current passporting 
system, captives that may have previously 
been established in the UK or EU may 
now consider Guernsey.  In the interim, 
the fact that Brexit itself will not have any 
impact on its regulatory landscape means 
that Guernsey continues to be seen as a 
stable jurisdiction offering certainty in 
uncertain times.

The outcome and knock on effects of Brexit 
for the European captive industry remain to 
be seen and whether or not this represents 
an opportunity for Guernsey, the island will 
continue to look at other areas for future 
growth such as China. There has already 
been interest in Guernsey captives from 
two Chinese operations, a healthcare 
management firm, DINGTAI Health, and 
a film industry guarantee company, HLCG 
Film Guarantors, both of whom looked at 
various captive domiciles before settling on 
Guernsey. They provide just one example 
of the potential for Guernsey's captive 
business to continue to develop its 
worldwide footprint.

Brexit and Guernsey’s  

captive insurance industry

The outcome of the UK referendum on 23  
June 2016 to leave the EU was both shocking  
and unprecedented but Guernsey is well  
positioned to meet any challenges. Richard  
Sharp, a partner with Bedell Cristin explains.
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