
 
 

 
 
 

  

 

 

1st Annual Gibraltar SFCR Review: Raising the bar 

 

Speech by GFSC’s Head of Prudential and Intensive Supervision, Joe Perdoni 

Thank you to Alex and Kendra for asking me to be here today and share with you some of my thoughts on 

SFCRs, as well as some of the challenges I see from a regulatory perspective.  I will also use this opportunity 

to share a couple of our expectations regarding insurance companies too. 

Over the last year and even more recently, you will have seen a number of articles related to the use of 

unrated insurers and whether UK brokers should be charged a levy if they choose to use them.  This has come 

in light of recent insurance failures both here in Gibraltar and more widely in the EU (Gable, Qudos, Alpha) 

and the recent troubles at Gefion. 

Most of you will know it is not all just about ratings. Ratings are a helpful guide to a firm’s financial strength 

but there are some examples where firms that have been well rated have maintained that rating almost up 

to the point at which they failed. An instance would be CBL NZ, who were still rated A up to two weeks before 

it entered into insolvency proceedings. 

What is more important than the rating is knowing more about the party/insurer with which you are dealing 

with, and this can be achieved by detailed analysis of the financial data that is publicly available about that 

firm. This has primarily been a firm’s annual financial statements, but since the advent of Solvency II, this 

now includes the SFCR. 

As you have heard from Alex and Kendra there is a wealth of qualitative and quantitative data that can be 

garnered from the SFCR. It can be used as a marketing tool by your company to set out what you do and how 

well you do it, how you manage your risks, the level of capital you hold and why this is appropriate given the 

specifics of your business: your risk appetite and your risk tolerances. 

SFCR’s need to be produced annually as it’s a Solvency II requirement , so if you have to produce one, you 

may as well get some benefit from its production.  Do not just produce an SFCR to tick a regulatory or 

compliance box. In this vain it can be compared to the ORSA. Those that have fully adopted the ORSA into 

their operations and processes tend to see the most value from its production. Using the SFCR as a marketing  

 



 
 

 
 
 

 

tool will obviously depend on whether your company has a good news story to tell and that your financial 

data and your capital position looks good, and your SCR coverage is healthy. 

This leads me to my next point; the SFCR not only needs to be produced annually but also needs to be publicly 

available.  One could argue that there is a positive correlation between the ease of locating a copy of a firm’s 

SFCR and whether the figures contained within it show a positive picture.  

As I have said, the production of the SFCR is a Directive requirement, as is the need for it to be made publicly 

available. Most firms and the press (particularly the insurance press) know when SFCRs are due to be 

published and will go looking for them.  They should not be difficult to locate or made difficult to get hold of, 

yet we have found that a small number of SFCRs are indeed difficult to locate. 

I’d like to move on to some of the challenges that I see from a regulatory perspective and I apologise if some 

of you have already heard some of these from me before, but they remain relevant so it’s still worth re-

iterating a few of them. 

Even though COVID-19 has taken over from Brexit as the latest news story, it’s all over the Press and TV and  

when looking at the BBC news website, virtually all of the top ten most read stories all relate to COVID-19. 

Brexit does however still remain an important regulatory and business challenge. 

Whilst leaving the EU has now been agreed, that is about all that has been agreed. It is still not clear and up 

to negotiation what and how our on-going relationship with the EU will be structured, and whether any 

ground will be given regarding financial services. 

Closer to home, you will no doubt have seen the recent consultation issued by Her Majesty’s Treasury (HMT) 

on the 12 March regarding “Market access arrangements for financial services between the UK and 

Gibraltar.” This consultation is the next step towards legislating access for Gibraltar based financial services 

firms into the UK market, based on aligned standards of financial regulation and supervision.  If you have not 

yet read the consultation, I would recommend that you do so.  The document contains a number of questions 

in the appendix and I would strongly encourage all of our Gibraltar based firms that currently passport 

services into the UK to respond to the consultation. This ensures that your views on the way with which we 

will continue to access the UK market are taken into consideration by HMT. 

 

https://www.gov.uk/government/consultations/market-access-arrangements-for-financial-services-between-the-uk-and-gibraltar-a-consultation
https://www.gov.uk/government/consultations/market-access-arrangements-for-financial-services-between-the-uk-and-gibraltar-a-consultation


 
 

 
 
 

 

Our ongoing relationship with the UK and its regulators is of paramount importance.  A potential knock-on 

effect from Brexit will be the possible regulatory divergence that may take place between the UK and EU.  

Changes made in the UK may therefore also need to be implemented here in Gibraltar, given that we are to 

maintain regulatory alignment with UK. This will be an area that we will be monitoring and liaising closely 

with our UK regulatory counterparts.  

I would like to refer to some challenges I see within the UK Motor market as this is by far Gibraltar’s largest 

line of insurance business (as we heard earlier). 

The UK motor market is a tough space to operate in at present and has been for some time now.  We have 

seen events or market changes that have made it even tougher of late: the change in the Ogden discount 

rate [and it not being at the rate expected by the market] and the corresponding impact this has had on 

significantly increasing reinsurance costs.  We also have the issue of claims inflation and that it is reportedly 

running at between 5-7%, with cars becoming ever more increasingly expensive to repair. Given the almost 

perfect competition within the UK motor market, rate increases may be difficult to achieve or maintain so 

whilst costs are increasing, margins are therefore being squeezed further.   

In addition we are seeing more firms develop their machine learning (ML) and Artificial Intelligence (AI) 

capabilities to help improve their underwriting selection and focusing on the “sweet spots” of their 

policyholder base and further honing their books of business. This does however require investment to 

develop these capabilities at a time when insurers’ margins are being squeezed. This can develop into a 

machine learning/AI arms race and firms will need to invest just to keep pace with change or fall behind. If 

firms are honing their books and shedding business this in turn can result in other firms picking up that 

business and unknowingly being selected against. 

In addition, if you write a niche book of business outside of the vanilla private car market, you may think that 

you are safe from this type of development. There is however a possible threat in the medium to longer term.  

As firms further develop their AI and machine learning capabilities, this may lead those firms to start using 

this technology to target and participate in some of the “niche areas” that they have previously avoided.  So 

something to watch out for! 

Finally I could not finish without mentioning the challenge that we are all facing with respect to Coronavirus 

(COVID-19). All the effort that firms have put into business continuity and contingency planning now should 

be proving beneficial. Our expectation is that firms have or are in the process of implementing their  



 
 

 
 
 

 

contingency plans to ensure that they are still able to maintain an un-interrupted service to their 

policyholders, whether in the office or through remote working.  All the firms that I have spoken to recently 

have indicated that they are not experiencing any significant problems with their contingency plans at this 

stage.   

We are monitoring the situation and watching developments closely so as to inform any decisions we may 

need to make regarding regulatory forbearance. One area raised to date has been adherence to or extensions 

to regulatory deadlines.  We are taking a pragmatic and flexible approach. For example we have adopted the 

recommendations issued by EIOPA on 20 March regarding flexibility on deadlines to supervisory reporting 

and public disclosure. This applies to the up and coming deadline for AQRTS, SFCRs and Q12020 QRTS.  More 

details can be found on our website or EIOPA’s website.   

We have also emailed firms directly with the information and some of you may have already received this. 

We are also working closely with the GSA and auditors regarding the deadlines for annual financial 

statements. 

In addition, our Fees Newsletter for 2020/2021 explained that we were offering firms the option to settle 

their annual regulatory fees quarterly in advance. To assist further with cash flow, this has been changed so 

that all regulated firms may pay their annual fees quarterly in arrears. 

Quarterly fees will fall due on: 30 June, 30 September, 31 December 2020 & 31 March 2021 

We will be emailing all regulated entities to notify of the change and the new payment dates will also be 

reflected on the annual fee invoice. 

A key point I would like to make is that if you anticipate any issues, whether with regulatory deadlines, capital 

issues or operational issues, whether as a result of falling financial markets or a reduction in the value of your 

investment portfolio, or any other matter due to Covid-19, you should raise these at the earliest opportunity 

with you usual supervisory contact.  We shall treat all such contacts on a case by case basis, aiming to be as 

flexible and pragmatic as legislation permits. 

For our part, we have implemented our own contingency plans that enable us to continue with our normal 

day to day operations. Our office is temporarily closed and all of our staff are now working remotely.  We are 

strictly following HM Government of Gibraltar guidelines. Whilst our office may be closed to external visitors,  

https://www.fsc.gi/COVID-19
https://www.eiopa.europa.eu/content/eiopa-statement-actions-mitigate-impact-coronaviruscovid-19-eu-insurance-sector_en
https://www.fsc.gi/publications/2020/01/ExternalPublication-GFSCFeesNewsletter2020-2021V2.pdf


 
 

 
 
 

 

we are facilitating meetings via video or conference calls instead of face to face and these appear to be 

working well.   

Again I want to reiterate that at this time you should continue to communicate with your usual supervisory 

contacts in the normal way and if you are experiencing any difficulties, please do let us know.  

 

Thank you for your time. 

 

 

 

 

  

 

 

 

 

 

 

 


