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Investment flows into offshore bonds have
increased substantially over the last year or so. The
Financial Times reported that a record amount of
£10.5 billion had been invested over the year to
June 2025, up from £5.1 billion the previous year.

With UK demand for offshore bonds rising, Guernsey
stands out as the smart choice for setting up a life
insurer, offering pragmatic regulation, innovative
structures and deep industry expertise.

What is an Offshore Bond?

An offshore bond is an investment set up by a life
insurance company located outside the investor’s
home country, typically in a jurisdiction with a
favourable tax regime. Investment in these life
insurance wrapper products, rather than directly into
the underlying assets, may provide an opportunity to
defer tax to a favourable time. This is because tax on
offshore bonds is not currently paid by UK investors
until withdrawal.

Key Drivers

Against the backdrop of continuing fiscal tightening

in the UK, offshore bonds have taken on renewed
strategic relevance for both advisers and product
providers. Successive reductions in tax-free allowances,
coupled with higher marginal rates on capital gains and
the widening scope of inheritance tax from 2027, are
prompting many investors to reassess how and where
they hold long-term assets.

This shift is not simply a reaction to short-term policy
changes, but reflects a broader trend; UK investors are
increasingly favouring investment wrappers that offer
predictability, flexibility and control over the timing

of tax events. In that environment, offshore bonds

are once again being viewed as a financial planning
tool, rather than a niche retail product, providing a
mechanism to manage crystallisation of gains, smooth
income flows in retirement, and structure wealth
transfers more efficiently.
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Why Guernsey?

1. Regulatory Framework

companies seeking bespoke solutions.

2. Innovative Structures

for high-net-worth clients.

confidence in Guernsey as a jurisdiction.

When selecting a jurisdiction for an offshore life insurance company, Guernsey, as one of Europe's
leading insurance domiciles, offers several key advantages:

Guernsey's Insurance Business (Bailiwick of Guernsey) Law provides a pragmatic and
proportionate regime. Unlike Solvency Il, Guernsey's framework is less prescriptive, enabling
efficient structuring and faster authorisation for insurers. This flexibility is crucial for life

0 Guernsey pioneered the Protected Cell Company (PCC) model in 1997 and later launched

0 Incorporated Cell Companies (ICC). These structures allow insurers to segregate assets and
liabilities cost-effectively, as well as manage multiple portfolios or products within a single legal

D entity. They create opportunities to reduce time-to-market, control costs or create segregation

3. Depth of Expertise and Global Connectivity

= The island is home to a highly skilled workforce, including lawyers, accountants, actuaries,
g‘&" trustees and insurance managers, many with decades of experience in international insurance.
() This ecosystem supports complex transactions and ensures robust governance.

4. ESG Leadership and Political Stability

Guernsey introduced the world's first ESG framework for insurers. It is also politically stable

as it operates as a parliamentary representative democracy within the framework of a British
Crown Dependency. Its mature institutions give both shareholders and policyholders long-term
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A Typical Scenario

Consider a typical high-net-worth client anticipating
a significant liquidity event in the next 5 to 7 years,
such as the sale of a business or a deferred bonus
payout. Their primary concern is not the underlying
investments, but how best to manage the tax timing
around future withdrawals.

An offshore bond enables the investor to house a
diversified portfolio without generating annual tax
liabilities and, crucially, allows the gain to be realised
at a point when the client’s overall income profile is
materially lower. The 5% withdrawal allowance can
also be used tactically to supplement income without
triggering immediate tax, giving the investor more
latitude when structuring a phased retirement or
medium-term wealth transfer.

For insurers, this type of planning scenario underscores
the importance of efficient unit-linked structures,
robust governance and responsive administration, all
areas where Guernsey continues to excel.

BWCI

BWCI's Insurance Management and Insurance
Consulting teams have decades of experience in
managing unit-linked insurance companies. Our
specialists guide clients through Guernsey's regulatory
process, from product design and governance to
regulatory reporting, and anti-money laundering. This
practical experience helps new companies reach the
market quickly and efficiently and help keep them on
track.

- - ™
Conclusion

For UK investors, offshore bonds remain a
valuable tool for tax planning and wealth
preservation. Meanwhile, for life insurance
companies, Guernsey provides a unique
combination of regulatory agility, innovative
structures and professional expertise in which

to house an offshore life insurer. With BWCl's
guidance, insurers can leverage these advantages
to deliver effective offshore bond solutions.
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For further details, please contact Warwick (warwick.helps@bwcigroup.com)
or Jonathan (jonathan.kemp@bwcigroup.com).
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