
RISK MANAGEMENT

Framework 
and structured 
processes.

The Group, as any business operating 
in the financial services sector, faces a 
number of challenges to its successful 
operation and development. 

DESCRIPTION and potential impact
Market Risk is the risk that the value 
of the Firm’s income, liabilities, assets 
or costs might vary due to changes in 
the value of financial market prices. 

MITIGATION
As the Firm acts in a riskless 
principal capacity, market risk is 
hedged and therefore limited to 
the Firm’s own funds in foreign 
currency. These currency amounts 
are regularly reviewed to ensure no 
unnecessary FX exposures are held. 
The firm holds no other exposures 
which bear market risks.  

DESCRIPTION and potential impact
Operational risk is the risk of loss 
resulting from inadequate or failed 
internal processes, people and 
systems or from external causes.  
These failures can be deliberate, 
accidental or natural. Roles and 
responsibilities are clearly defined 
across business and control functions. 

MITIGATION
Argentex mitigates operational 
risks having established a clear 
control framework with supporting 
policies, procedures and business 
continuity planning alongside on-
going embedding of operational risk 
management and processes. Where 
the firm is unable to wholly mitigate 
a risk (for example cyber threats) it 
has taken out extensive insurance 
to cover any consequential losses 
and ensure that the firm is able to 
continue in operation with little to 
no financial detriment to itself or  
its clients. 

The principal risks and uncertainties facing the 
Group are addressed through a risk management 
framework that provides a structured process for 
identifying, assessing and managing risks associated 
with the Group’s business objectives and strategy. 

Market Risk

Operational Risk 

Liquidity risk 

DESCRIPTION and potential impact
Liquidity risk is the risk that the Firm 
has insufficient cash resources to 
meets its obligations or can only do so 
at an unsustainable cost. 

Liquidity risk is primarily driven by:
 — a sudden sharp movement in 

exchange rates when a currency is 
net long/short; or

 — an over-extension of hedging 
facilities.

If the Group were unable to meet its 
financial obligations when due, this 
would have a material adverse effect 
on its business, results of operations, 
financial condition and prospects.

MITIGATION
The firm’s primary intra-day 
liquidity requirements are driven 
by margin balance requirements 
with institutional counterparties. 
This margin position is monitored 
intra-day, and is subject to frequent 
review and stress testing to ensure 
the firm has sufficient collateral 
pledged to cover its current and 
potential obligations in the event of a 
significant market movement. 

Liquidity for client settlement is 
provided in a “safe settlement” 
environment, Argentex will never remit 
funds to the client prior to receiving 
cleared funds in the sell currency.

The Group benefits from the 
fact that trading terms with its 
Institutional Counterparties are 
generally more favourable than 
those offered to its clients, and it 
only has to fund its net FX exposure 
with its Institutional Counterparties.

Finally, we have chosen only 
well-respected partners for 
outsourced functions based on the 
firm’s outsourcing and due  
diligence policies.

DESCRIPTION and potential impact
Credit risk reflects the risk that the 
firm is unable to realise the cash value 
of its assets or has to pay out an off-
balance sheet liability.

The Group is exposed to credit risk 
if a client fails to settle a contract at 
maturity or fails to deliver on margin 
calls when required. The Group is 
therefore exposed to the fair value 
movements of the contract from the 
day the trade was booked, or since the 
date of the last margin call.

MITIGATION
The Group has a credit policy in place 
to mitigate any potential losses  
arising from a client failing to settle;  
in particular:

 — assessment of the creditworthiness 
of clients, with each client being 
provided a credit assessment based 
on their specific circumstances;

 — where a hedging facility has been 
extended, maximum exposure 
limits (typically 3-5% of the value 
of the contract with a client) before 
a margin call will be made;

 — timely collection of margin calls or 
early settlement of client contracts 
to reduce or eliminate credit 
exposures;

 — regular stress testing of exposures, 
both routine and event driven 
to provide visibility on potential 
future exposures in a range of 
market scenarios.

Credit Risk - clients

“   Argentex has a 
structured process for 
identifying, assessing 
and managing risks 
associated with the 
Group’s business 
objectives and strategy.” 
-  Sam Williams,  

Chief Financial Officer
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Key Personnel

IT and System risk

Cyber risk

COVID-19

DESCRIPTION and potential impact
The loss of key senior employees 
could increase the risk of not winning 
repeat work or missing out on 
significant new contracts, which could 
result in a material adverse effect on 
the Group’s financial results.

MITIGATION
Remuneration is reviewed annually 
and a large proportion of the Group’s 
employees participate in the Group’s 
share-based incentive plans. The 
Group has a successful track record 
of retaining senior employees 
and the recruitment of additional 
key personnel provide assurance 
that there is appropriate breadth 
of management and appropriate 
span of control. Succession 
planning is assessed annually by 
the  Nomination committee.  The 
Group has comprehensive keyman 
person insurance policy in place. All 
key management have entered into 
service contracts which provide notice 
periods for the Group’s protection.

DESCRIPTION and potential impact
The current or prospective risk 
to Argentex’s earnings and own 
funds arising from inadequate IT, 
processing and systems. Total failure 
of either the system or its hosting 
environment would be detrimental 
to both the firm and its clients.

MITIGATION
The firm maintains several DR 
options depending on the nature 
of the IT failure and expects any 
detriment to be minimal due to  
the multiple ways of performing 
its key functions or execution  
and settlement. 

The firm maintains robust levels  
of insurance to cover losses in such 
a scenario should they materialise, 
meaning financial impact of the 
event should be restricted to costs 
for support and remedial works  
if needed.

Argentex has implemented a 
Business Continuity Policy to 
provide guidelines for developing, 
maintaining and exercising 
Argentex’s Business Continuity 
Management (BCM) and IT Disaster 
Recovery (DR).

DESCRIPTION and potential impact
Cyber risk is a continual pervasive 
threat which we define as the risk 
of losses arising from being targeted 
by hackers resulting in significant 
disruption to its operations and 
ability to service customers. 

DESCRIPTION and potential impact
The risk of COVID-19 is a new risk that 
an infectious pandemic (as highlighted 
by the recent events at the time of 
writing) negatively impacting the 
Group either through direct infection 
of staff and key stakeholders of the 
Group, or indirectly for example 
through government directives enacted 
in order to contain the spread of the 
disease that either force the firm 
to enact less than optimal working 
conditions (such as work from home) or 
a general reduction in client spend due 
to economic contraction.

MITIGATION
The Group’s primary responsibility 
is to the safety and welfare of its 
staff and has established policies and 
procedures that the recent lockdown 
that begun in late March tested to its 
extreme from a standing start. 

The group continues to invest internally 
in compliance resources, and engage 
with RegTech providers to leverage the 
rapidly growing solutions which assist 
with risk monitoring and mitigation.

The Group utilises external compliance 
auditors to review its AML processes 
and procedures and provide 
recommendations on enhancements to 
the existing compliance environment.

Regulatory and 
Compliance Risk

DESCRIPTION and potential impact
Regulatory and Compliance risk is 
the current and prospective risk 
to earnings or capital arising from 
violations of, or non-observance 
of, laws, rules and regulations 
applicable to the Group. Argentex 
LLP is authorised and regulated by 
the FCA as (i) an electronic money 
institution under the Electronic 
Money Regulations 2011 and (ii) for 
the provision of investment services 
(as an IFPRU Limited License Firm). 
Furthermore, the Group must abide 
by the AIM rules and other significant 
legislation including GDPR. 

Consequences of failure to meet 
regulatory requirements include 
penalties and withdrawal of 
permissions, and the dynamic and 
evolving nature of financial and 
other regulations could lead to 
significant expenditure in order to 
remain compliant with the evolving 
regulatory environment. 

MITIGATION
Argentex is committed to upholding the 
FCA’s principles for business. The firm 
has a governance structure in place that 
allows for the identification, control, and 
mitigation of material risks resulting 
from the operations of the firm. 

Argentex hired a new Chief Compliance 
Officer, Olivia Lang, in the year to 
further enhance the management team.

Credit Risk – 
institutional 
counterparties

DESCRIPTION and potential impact
Argentex relies on third party 
institutions in order to trade and 
clear settlement funds through client 
accounts. Counterparty Credit risk 
reflects the risk that the firm may 
incur losses as a result of institutional 
counterparty failure. 

MITIGATION
To reduce counterparty credit risk to 
acceptable levels, Argentex only trades 
with institutional counterparties 
with robust balance sheets, high 
credit ratings (where published) and 
sound capital resources (as disclosed 
in accordance with the CRR and 
CRD IV of Basel III) and monitors 
the creditworthiness of institutional 
counterparties on an ongoing basis. 

At institutional counterparty 
level, trade volumes and trading 
cash balances are concentrated to 
a small selection of institutional 
counterparties. A degree of 
concentration is necessary for the 
Group to command strong pricing 
and settlement terms with these 
institutions, however the Group 
continues to review the composition 
of its institutional counterparty base 
to ensure that there is sufficient 
redundancy in its liquidity offering.

The Group’s systems and capabilities 
as well as the commendable 
attitudes of its staff afforded the 
Group the agility to continue to 
offer minimal disruption to clients 
whilst simultaneously ensuring a 
safe working environment for those 
that would otherwise have to take an 
unnecessary level of risk were they 
required to travel into the office. 

The Group are confident that 
any future requirements to enact 
restrictions on movement would not 
be detrimental to the operations of 
the Company. 

The Group are acutely aware of the 
negative impact COVID-19 is having 
on many industry sectors and our 
thoughts are with those that are 
affected. Robust risk controls, a 
diverse, high quality client base and 
strength of balance sheet means 
management are confident that 
Argentex remains well placed to 
weather any future pathogen-related 
disruptions. The rate of new client 
acquisition in addition to an already 
well-diversified client base means the 
Group remain cautiously optimistic of 
meeting all long term growth targets.

MITIGATION
The firm works with its key 
counterparties who assist in the 
processing and storage of relevant 
data to ensure the firm is up to 
standard on all relevant legislation.

The firm maintains robust levels of 
insurance to cover losses in such a 
scenario should they materialise, 
meaning financial impact of the 
event should be restricted to costs for 
support and remedial works if needed.

Staff are trained regularly on 
password security, fraud, ransomware 
and phishing threats, and 
management put emphasis on robust 
IT and systems to our overall strategy.
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