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BERMUDA BROKERSEXECUTIVE SUMMARY

 “When we think about insurance, we primarily 
think about “Help if something bad happens to 
you.” By contrast, IPCP is a product that isn’t just 
purely defensive – it opens paths to borrowing; 
other forms of IP insurance allow you to defend 
your rights and to mark your boundaries. 

It’s completely fascinating that the technology 
of our industry has been able to adapt itself to 
really what is a complete reversal of our traditional 
mindset, which is that insurance should never 
make you better off than you were before.” 

#FREEDOM

Hugh O’Donnell, 
CEO and founder, Bermuda Brokers

At a time of great economic and geo-political 
uncertainty, with rising inflation and interest rates, 
businesses and deal makers have moved to reset 
company valuations. Useful amounts of cash 
are harder to raise in the private equity markets. 
Intellectual property rich companies with ambitious 
growth plans still have a need for money to be 
deployed, and since the path to equity is narrowing, 
we are experiencing a ramp up in Intellectual Property 
Collateral Protection Insurance (IPCP), as this class  
of insurance facilitates funding. 

IPCP backed funding creates a reasonable alternative 
funding option for solid IP-rich companies –  
giving borrowers an option to not dilute their 
shareholders equity

Usually, insurance is purchased for peace of mind.  
IPCP uses insurance to make the buyer better off by 
unlocking access to lending. This is a fast moving and 
dynamic product sector.  

WHY NOW?



03

BERMUDA BROKERSEXECUTIVE SUMMARY

WHAT ARE THE IPCP BENEFITS AND RISKS?
Central to making IPCP work is the question of 
pricing cover and pricing risk. This leads to some really 
detailed questions.  

Most brokers now have a good understanding of IP 
valuations, meaning IP pricing at inappropriate levels 
is no longer the issue it once was. Furthermore, as 
insurers are more open to calculated risk (because 
they often expect to incur limited losses) they have 
a cultural advantage versus the generally more risk 
averse banks who have an imperative to avoid any 
loss. That cultural difference is a big advantage for 
insurers, because they can be better placed to ride 
recoveries either by selling the assets (potentially 
at speed) or arranging to monetise their assets by 
licensing the technology. By seeking to sell certain 
assets at opportune moments, perhaps over a 
period of a couple of years, insurance companies can 
generally seek to make a full recovery (together with 
interest) of any claim. 

The risk must be carefully judged – so generally 
insurers are not looking to facilitate funding to pre 
revenue companies which bring a higher degree of risk. 

 “But now there’s a process. Inter Partes 
Review (IPR). Somebody can challenge 
your patents and we actually use that as a 
tool, as part of our underwriting, because 
insurance companies can become the cheaper 
litigation funding option. By taking out a policy 
rather than using the policy to commence 
the litigation.  If somebody wants to start a 
litigation, we have the ability to call the loan.”  

#UNDERSTANDINGIP 

Dave Ferron 
SVP & Managing Director, Innovative Markets, 
Great American Insurance Company
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An interesting example of how older companies  
can be safer is that they often have multiple sets  
of IP, some of which may be older but which are  
still protected by patent. Those are assets that can  
be harnessed which otherwise can be overlooked  
and undervalued.

CLEVERNESS CROSSES FRONTIERS

A unique feature of IP is that, unlike physical assets, 
technology can be simultaneously used by many 
independent licensees in different industry segments. 
It’s very common that a solution to a problem for 
a particular industry can be adapted and deployed 
across multiple industries generating multiplicative 
value in intellectual property. 

The advantages of a development chain with multiple 
possible solutions rather than just one is inherently 
more resilient. Of course, there’s always a chance, 
albeit remote, that other IP developers will create a 
product that solves a problem in a better way. In part 
this is a failing of the patent process, which can take 

years to realise. This underlines the value of shorter-
term loans (maybe 3 years) because they generally 
have less risk.

 “We’re in a very dynamic world, and the mix of 
patents and trade secrets is very interesting. I 
kind of view the patent as the recipe, but if you 
ever tried to cook something out of a cookbook 
using the recipe, it never tastes the same as the 
person who cooked it. And the trade secret is 
what I do with these ingredients and how I do 
it. That’s not in the recipe book. And the risk 
mitigation is the ongoing documentation of the 
trade secrets that have to occur during the course 
of the loan.  It’s an insurance relationship that 
has to last for the tenure of the loan. And the 
company should be better off with the insurance.” 

#RESILIENT

Joe Agiato
CEO, Pius Re
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WHY BERMUDA?
Bermuda is recognised as a financial hub with the 
ability to reinvent itself amid market changes, both 
positive and negative.  It is also an increasingly 
attractive proposition for (re)insurance professionals, 
who arrive with expertise, new business and new 
working philosophies.  Further, and critically, it is a 
business-friendly jurisdiction with regulators willing to 
work with the business community.  Bermuda’s small 
size amplifies a more responsive and solution-oriented 
approach resulting in a broader converge of the credit 
equity and insurance markets. IPCP, where no two 
deals are the same and the ‘one size fits all’ approach 
simply doesn’t apply, might have been expected to 
struggle for traction.   

However, Bermuda’s dynamic approach to business 
turned out to be a good fit which enabled brokers 
and deal makers to forge valuable and intimate 

relationships with (re)insurers. That has had the 
material benefit of allowing (re)insurers to commit 
large sums of capital with a relative degree of safety. 

This has taken time to build but has certainly recently 
gained momentum with Lloyds and Bermuda forming 
a symbiotic relationship.

 “Bermuda was seen as the enemy.   
Now, London brokers have branches here. 
Bermuda brokers have branches and people 
in London. So, they’re working very closely 
together, which I think is a real positive.” 

#ACCESS

Tracey Gibbons
Head of QBE Re Bermuda
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WHAT NEXT?
Going forward, discipline will be a big issue. It will 
become increasingly important to maintain and exert 
self-control within the IPCP market. There are always 
winners and losers when talking about raising capital, 
but there are also competing demands to continually 
innovate in an evolving market. And this is important 
as new (and more complicated) financial products 
and instruments come out. There still aren’t many 
insurance products to meet current needs and provide 
risk transfer. Insurers will need to become a little more 
creative on how they charge and try to limit incorrect 
premiums. It is likely there will be financial rewards 
that won’t interfere with the performance of the 

financial instrument that insurance companies should 
be able to make use of and derive benefit from.

Overall, the outlook for Bermuda and IPCP is 
judiciously encouraging. 

As an island paradise, it retains a magnetic appeal 
which facilitates a remarkably sophisticated financial 
community.  Together with a responsive and business 
minded regulatory authority, the reinsurance markets 
and IP companies can anticipate continued innovation 
and product development adapting to the inevitable 
changes the future will bring.  
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