
New York  London  Hong Kong  Sydney 
The Insurance Industry Experts 

ILS MARKET UPDATE 

WILLIS CAPITAL MARKETS & ADVISORY 
January 2017 

WCMA Panel: London Market Group's ILS Initiative 



ILS MARKET UPDATE 
Market Outlook  WCMA Panel: LMG's ILS Initiative 

2 

In this section we ask our panel of industry representatives to provide their view on the 
London Market Group’s (“LMG”) initiative to implement a new regulatory and tax 
framework for ILS. 

Luca Albertini 
(CEO at Leadenhall Capital) 

Julian Enoizi 
(CEO at Pool Re) 

Katerine Coates 
(Partner at Clifford Chance) 

Joanna Buckenham 
(Lloyd’s Representative 
on the ILS Task Force) 

“A panel of 
industry 

representatives 
to discuss the 
London Market 

Group’s 
initiative to 

implement a new 
regulatory and 
tax framework 

for ILS” 

Julian Enoizi is the CEO at Pool Re. 

Prior to joining Pool Re, Julian held a leading role at various 
insurers as he was CEO of ProSight at Lloyd’s. Previously, 
he was President & CEO of Argo International and, prior to 
joining Argo, he was President and CEO of CNA Europe. 

Before 2002, Julian held senior executive roles with AIG 
Europe and Chubb Insurance Company of Europe based in 
London, Paris and Brussels. 

Luca Albertini is the CEO and one of the founding partners 
at Leadenhall Capital Partners. 

He has extensive experience in both banking and insurance 
having worked at Citicorp, GE Capital and Credit Suisse 
First Boston. 

From 2003, Luca headed the European Insurance Linked 
Securities team of Swiss Re Capital Markets, where he was 
responsible for developing the ILS team in Europe. 

Joanna Buckenham is the Lloyd's representative on the 
LMG's specially convened ILS Task Force helping Lloyd's 
shape its strategy towards alternative capital. 

She has twenty-five years' experience in the insurance and 
reinsurance industry. After graduating from Cambridge, she 
joined the Corporate Finance department of Morgan Stanley 
where  she specialised in capital markets transactions. 

As Managing Director of Lloyd's broker, J K Buckenham Ltd, 
she helped develop the firm's reinsurance capabilities and 
worked on a number of innovative convergence transactions. 

Katerine Coates is a Partner at Clifford Chance heading 
both the firm's FIG in London and its Global Insurance 
Sector Group. 

She specialises in non-contentious insurance matters 
including UK and European insurance regulation as well as 
the Lloyd's market. 

Katherine also advises on M&A and other corporate matters 
for banks, asset managers and other financial institutions. 
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Q: London is the 
biggest 

(re)insurance 
centre in the 

world but it has 
yet to see any 

non-life ILS 
business 

domiciled or 
issued. 

Why is this and 
what are the key 

features that 
London can 

bring to the ILS 
market? 

Julian Enoizi: Yes, London is the biggest reinsurance centre in the world, but the 
likes of Bermuda have successfully carved out a niche market in ILS. This stems from 
the support in the early years of the cat bond market. Bermuda not only possessed 
the necessary infrastructure and knowledge that supported the reinsurance and ILS 
market, but also offered attractive tax advantages. London needs to demonstrate that 
it can compete with the likes of Bermuda from both a tax and regulatory perspective. It 
is imperative that the approval process for launching an ILS is as efficient and 
expedient as other jurisdictions. If London can’t meet with the timeframe of other 
jurisdictions for the launch of a Protected Cell Company (PCC) and the launch of 
individual cells or ILS, it is difficult to see how it will attract the issuance of ILS that 
cover similar perils. There is no doubt that London’s expertise and knowledge in 
insurance, reinsurance and capital markets mean that it can become a significant 
player in the ILS market, but rather than simply being an alternative to the likes of 
Bermuda it should seek to create unique selling points, or become a centre of 
excellence in other perils. 

Luca Albertini: The key criteria are ease and speed of execution and cost. EU 
domiciled sponsors sometimes have a preference for EU domiciled SPV, but it is not 
necessary for the sponsor to be in the same country as the SPV. For London to 
impose itself as a jurisdiction for cat bond SPVs it would need to demonstrate it is at 
least as efficient as other comparable jurisdictions. At the same time, a growing 
community of insurance linked managers has established in London, including non-
London based managers opening a London operation. The London based ILS 
community would benefit from the ability to transact domestically using structures 
such as protected cell companies. London can therefore provide infrastructure which 
is useful to the local ILS community to support execution of private placement 
transactions sourced or managed via the London market. 

Joanna Buckenham: The previous issuance framework in the UK for ISPV 
structuring and regulation has not previously been conducive to either ease of 
transacting or tax efficiency. It therefore fell short as any sort of viable alternative to 
other jurisdictions responding to a growing market. The new ILS regulations that are 
presented for review in the current government consultation process, together with the 
accompanying tax exemption provisions, address these issues. The global financial 
community will be well served by this new framework: the concentration of expertise 
in (re)insurance underwriting, modelling, broker/advisory skills, investor access and 
legal, tax and accounting support that London as a financial services hub brings 
together, combine to make a compelling environment in which to develop an ILS 
market. 

Katherine Coates: The key challenges to locating an ILS vehicle in the UK are tax 
and regulatory. The proposed UK ILS regulations will introduce a tax regime which 
will look to the investor and not charge the ILS vehicle itself on its profits from risk 
transformation activities. They will also  introduce protected cell company structures to 
the UK which will allow sponsors to utilise a cost effective and bankruptcy remote ILS 
vehicle for UK based insurance securitisation. Finally, the PRA and FCA will introduce 
a more streamlined regulatory process for ISPVs which will be Solvency II compliant. 
Once in place the new regulations will mean that the UK becomes the first onshore 
centre with suitable ILS regulations, and this, together with the strength and the 
expertise of the London insurance market, should enable the rapid development of an 
ILS market in London. 



Julian Enoizi: The tax situation appears to have been resolved from the recent 
Treasury paper, but it will be imperative that the approval process is efficient and 
competitive with other jurisdictions. A significant difference in the approval process 
timeframe will only do London a disservice. However, London should seek out unique 
selling points – it shouldn’t simply look to steal business from other jurisdictions. It has 
demonstrated leadership in its ability to understand and cover a wide range of risks 
and perils. Areas in which it could continue to develop are foreign aid bonds, cyber 
and terrorism. There is a great opportunity here for London to develop expertise in 
these areas, and it is possible, given the uncertainty of the risk covered, that a longer 
timeframe to approval might be justifiable. 

Luca Albertini: The key issue is educating the local regulator on how to apply 
Solvency II to the very specific matters of ILS transactions. We have seen a couple of 
features in the proposed regulation which look more restrictive than what is required 
in another Solvency II compliant jurisdiction and in other Solvency II equivalent 
jurisdictions, and we are working with the regulator to explain why such features are 
not only not necessary but would also create a very unfavourable regime in London. I 
am personally confident that we can address the regulator concerns and have a 
competitive regime. 

Joanna Buckenham: Solvency II brings some challenges but it also adds positives 
which should be reassuring for those considering the UK for new ILS transactions. 
Speed to market will be an important aspect for such entities and approval response 
times will be critical in ensuring a vibrant and efficient market - particularly around key 
renewal dates. However, this must be weighed against a thorough and robust 
approval process which maintains the credibility of the UK as a trusted regime for 
financial market tools. The Risk Transformation Regulations 2017 and their tax 
counterpart are in draft form. If the UK is to be successful as a domicile for ILS, then 
the regulations and supporting framework must be clear and practicable. There are 
elements of the regulations where clarification (or elaboration) could be helpful, 
including funding requirements and the treatment of contingent assets. It is also 
crucial that any lack of definitional certainty that exists in the current drafting does not 
hinder the potential for new initiatives. For example, reinsurer-sponsored ILS fund 
manager platforms are one of the faster growing areas of the market. It is precisely in 
the converging of traditional protection buyers with ultimate ILS risk transfer solutions 
where London should be able to offer meaningful flexibility and creativity. 

Katherine Coates: The main issues raised by the consultation relate to the regulatory 
requirements for ISPVs in order for them to be Solvency II compliant and to enable 
cedants to obtain appropriate regulatory credit for reinsurance placed with an ISPV. If 
the requirements, as interpreted by the PRA, are either unclear or too onerous then 
the UK will not be as attractive as other Solvency II compliant markets such as 
Gibraltar or Malta, or be able to compete with non Solvency II equivalent locations 
such as Bermuda (though generally equivalent, equivalence does not currently cover 
special purpose insurers) or Guernsey. The key areas for further discussion with the 
PRA and the FCA are the interpretation of the fully funded requirement and the timing 
of the application processes for initial authorisation and for approval of individual cells. 
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Q: What are the 
key issues 

raised by the 
consultation 
especially in 

light of the fact 
that the new ILS 
regulation must 
be Solvency II 

compliant? 



Luca Albertini: The key advantage of the London initiative is not just to bring 
revenues from the SPV business in London but would be to give London the 
infrastructure to allow its large domestic reinsurance and ILS community to transact 
smoothly without the typical issues linked with cross border trading. Creating the 
right infrastructure could help attract new ILS players to London rather than just 
SPVs. Further to this it would be a great success if the infrastructure was so efficient 
as to attract SPV business from non-London domiciled players. 

Joanna Buckenham: London - and the Lloyd's market - has always had a 
tremendous ability to source capital because so much underwriting expertise is 
concentrated here. This is the corollary to the above premise that the UK can be a 
fulcrum for bringing together cedants looking to defray risk with a broad range of end 
investors. Demand for solid ILS investment opportunities will doubtless continue to 
outstrip supply. However, PML's continue to grow more rapidly than traditional 
reinsurance capital and there are elements of the protection gap that ILS could fill. 
Aligning investor appetite with the needs of those buyers who may, or may not, be 
able to find coverage for a wide range of risks at suitable levels is an activity well 
suited to the London market. The broadening of the collateralised sector (particularly 
for private transactions) needs to be underpinned by the right range of specialisms to 
help facilitate ILS design and ensure investor confidence. Leveraging the intellectual 
capital of the London market - should enable a set of ILS products to emerge which 
are complementary and accretive to those currently being offered in other 
jurisdictions. 

Katherine Coates: It is hoped that London will not only be a popular location for 
cedants placing business with an ILS vehicle but also for investors, particularly those 
based in Europe. This should create additional capacity, enabling additional risks to 
be covered through ILS. This additional capacity is needed not just for cat risks 
which are currently the bulk of the business reinsured through ILS structures but also 
for  new and evolving risks in mature and developing insurance markets. This might 
include cyber risks, extreme mortality, environmental risks in new areas and other 
risks where there are currently protection gaps because of lack of capacity or lack of 
appetite in the traditional insurance markets. The insurance expertise in the London 
market amongst the brokers and the underwriters will support the development of 
ILS into new areas of risk. 
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Q: How can the 
ILS London 

initiative help 
the ILS market to 

develop to the 
next stage rather 

than just take 
business from 

existing 
platforms? 



Julian Enoizi: Leaving the EU will certainly not be positive for London to attract ILS 
from European cedants, in fact it would not be of any surprise if other European 
centres saw an opportunity to develop their own ILS market. The development of an 
ILS centre in Asia might also see an opportunity to capture business in Europe, which 
would have otherwise been regarded as the prerogative of London. 

Luca Albertini: I believe that as long as there is a London market for insurance and 
reinsurance and there are fund managers based in London who are actively 
participating in the London market, ILS activity will not be materially impacted by the 
current discussions on the relationship between the UK and the EU after Brexit has 
been completed. For the pure SPV business looking at EU based sponsors, Brexit 
could make London marginally less attractive, but given the tax regime in the UK, the 
Solvency II compliance (rather than equivalence) we have today, and the well 
regarded regulator, I would be surprised if London is viewed by EU sponsors at the 
same level of Bermuda, Cayman or Guernsey. 

Joanna Buckenham: We are still at a stage where there is a great deal of uncertainty 
about post-Brexit Britain. However, so long as London remains a centre of financial 
significance – which it doubtless will do – then I believe issuers and funds will find the 
UK attractive as an ILS platform. 

Katherine Coates: Provided that the new regulations combine adequate protection 
for cedants and investors with efficiency for sponsors, there is no reason why the UK 
should not be an attractive market for ILS for cedants and investors, both within 
Europe (where Solvency ll compliance is beneficial for cedants) and for cedants and 
investors outside Europe. It may be more difficult initially for the UK to compete with 
Bermuda in relation to US based cedants and investors as the Bermudan market is 
well established for US based business. However, if the establishment of a vibrant 
ILS market in the UK introduces further diversification of risks, cedants and investors 
then it is likely that US cedants and investors will also want to participate in the 
opportunities presented. 

ILS MARKET UPDATE 
Market Outlook  WCMA Panel: LMG's ILS Initiative (Cont’d) 

6 

Note: The views expressed herein by the people interviewed are their personal views and do not reflect the views of their employer or Willis Capital Markets & 
Advisory or their respective affiliates. 

Q: Do you think 
London can 

become a global 
centre of ILS 

issuance outside 
of Europe? 

Reference Section 

ILS Consultation Document:  
www.londonmarketgroup.co.uk/ils-consultation-document-press-release-1st-march 

Publication of Draft Regulations for ILS: 
www.londonmarketgroup.co.uk/press-release-lmg-welcomes-publication-of-draft-
regulations-for-ils 
 

https://www.londonmarketgroup.co.uk/ils-consultation-document-press-release-1st-march
https://www.londonmarketgroup.co.uk/press-release-lmg-welcomes-publication-of-draft-regulations-for-ils
https://www.londonmarketgroup.co.uk/press-release-lmg-welcomes-publication-of-draft-regulations-for-ils
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Towers Watson companies. Securities products are offered through WSI and WCMAL. Reinsurance products are placed through Willis Re Inc. in the United 
States and through Willis Limited in the UK, both also Towers Watson companies. These materials have been prepared by WCMA based upon information from 
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matters and nothing in this communication constitutes an offer or solicitation to sell or purchase any securities and is not a commitment by WCMA (or any 
affiliate) to provide or arrange any financing for any transaction or to purchase any security in connection therewith. WCMA assumes no obligation to update or 
otherwise revise these materials. This communication has not been prepared with a view towards public disclosure under any securities laws and may not be 
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may not reflect information known to other employees in any other business areas of Willis Towers Watson companies. WCMA and / or its affiliates may have 
business relationships with, and may have been, or in the future may be compensated for services provided to, companies mentioned herein.. 
 

Howard Bruch 
Managing Director & Head of S&T 

 
+1 (212) 915-8407 
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Managing Director & Head of ILS 
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Brad Livingston 
Vice President 

 
+1 (212) 915-8134 

 
bradley.livingston@willistowerswatson.com 

Quentin Perrot 
Vice President 

 
+44 20 3124 6499 

 
quentin.perrot@willistowerswatson.com 

http://www.willis.com/client_solutions/services/wcma/ 
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