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What
we do.

Argentex’s projected returns
will be driven by customer
satisfaction and loyalty,
within the context of robust
corporate governance,
risk management and
regulatory compliance.

Argentex operates as a Riskless Principal foreign exchange broker for
non-speculative spot and forward foreign exchange. For Professional
and Eligible Counterparty clients we offer FX options and certain
FX forwards including non-deliverable forwards.
Each client trade, regardless of
product, is matched at one of the
firm’s institutional counterparties.
Existing institutional counterparty
relationships are held with Barclays
Bank PLC, Macquarie Bank
International, Sucden Financial
Limited, and ED&F Man Capital
Markets Limited.

cleared, will be paid the currency
bought. All trades are settled under
“safe settlement” conditions, whereby
the firm only pays funds to the order
of a client following receipt of cleared
funds from that client in order to
mitigate credit and settlement risks.

As an Authorised Electronic Money
Institution, any funds received by
All trades executed by the firm are
Argentex prior to the value date of an
over the counter (OTC), and matched
FX trade or held by Argentex postwithin seconds. The firm does not
trade but not yet paid to the order of
permit speculative trading with
the client are redeemed for Electronic
regards to its products, instead
Money, which is issued to the client
requiring an underlying transactional and segregated accordingly. All client
need for the currency exchange (for
balances are stored electronically on
example payment for goods and
Argentex’s back office system, and
services, conversion of revenue/profits, repayable on demand in accordance
balance sheet hedging). This avoids
with the Electronic Money Directive.
adverse market moves magnifying
ungainly losses which clients struggle Direct marketing undertaken by
to service and is a core tenet of the
the firm’s sales team is targeted at
Group’s risk management policies.
those businesses which it believes
can benefit from those services
Settlement is made through
and products offered by Argentex.
segregated accounts, where the client If a prospect’s interest is piqued
remits the currency sold and once
sufficiently to use Argentex,
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following a rigorous KYC assessment,
the prospects become a client and is
assigned a dedicated dealer whose job
is to develop the relationship from
then on.
Argentex does not speculate and so
revenue is purely derived from the
difference between the rate it buys
and sells currency at, and is therefore
purely transaction-led. This means
that continued, long-term sustainable
growth is dependent on long-term
mutually beneficial relationships
which is why ‘Treating Your Customer
Fairly’ is not just an FCA principle for
us but a core precept of how we deal
with every client.
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An
Overview.

11+2+23345687+9+1011121210+11912+14171819+

Growth and
profitability
FX turnover (£bn)

28%

12.12

10.81

1+24+711+132129+
Revenue (£m)

28.9

39%

7.90

21.91

5.74

3.41

10.66

1.76

7.15

1.12

Built on
a solid
position
“Our continued, longterm sustainable
growth is dependent
on long-term
mutually beneficial
relationships.”
Harry Adams

Chief Executive Officer
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Whilst the impacts of COVID-19 and central banks’ response
to the crisis are prominent on people’s minds, evolving
geo-political events will also play a role in shaping and
influencing global markets.
COVID-19
COVID-19 has been the worst
pandemic the world has faced since
the Spanish flu in 1919, and while
central banks’ responses have been
robust in supporting global markets,
the avalanche of cheap money has
impacted market fundamentals.
The relationship between economic
fundamentals, such as growth outlook
and interest rates, and exchange
rates dislocated following March’s
market collapse. Instead we are seeing
exchange rates tracking stock market
performance resulting in currencies
that are usually most sensitive to
growth becoming best performers.

deem to be risky and seek a safe-haven
in currencies. Currency strength since
its bottom is less about fundamentals
but more likely a risk recalibration
from investors who found themselves
overweight in equities since central
banks provided unprecedented
support. Other factors impacting
markets include the ongoing Brexit
negotiations which increasingly seem
to be at an impasse and the US-China
trade war, with continued escalation
seemingly strengthening the Dollar
while weakening the Yuan.

KEY ACHIEVEMENTS
Despite 12 months of unpredictable
events, Argentex has achieved
US unemployment hit a high of 13.3%
significant results. FX turnover,
in May, which to put into perspective is revenue, the number of traded
3.4% higher than peak unemployment corporates, the total number of trades
in early 2009. While unemployment
and average FX turnover per traded
figures seem to be declining, recent
corporates have all been on an upward
increases in the number of COVID-19
trajectory. We have adhered to what
cases across the US is a cause of
we set out to achieve surpassing our
concern for a second wave which will
goals and objectives from when we
undoubtedly impact the US Dollar.
listed last year. These positive trends
These factors have been offset by the
are illustrated on the graphs on the
market’s risk-off approach, which has
following page.
seen investors exit stocks which they
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3.84

2015

2016

2017

2018

2019

2020

3+46+1017+283841+ 14+25+21+27+26+28+3748+

Number of traded
corporates

17%

1,141

753

1,212

Average FX turnover per
traded corporate (£m)

8.40

898

2013

2014

5.97

4.92

350

2015

2016

2017

2018

2019

2020

34%

Number of
trades (k)

38.04

41.05

2013

2014

2015

2016

2017

2018

Average revenue per
traded corporate client (£k)

28.47

12.56

2013

2014

2020

20%

23.63

13.87

13.56

2016

2017

13.96

10.58

7.22

9.80

3.05

2019

18.36

16.94

2.91

9.68

6.68

501

86

9.12

7.34

5.06

187

10%

5.84

2015

2016

2017

2018

2019

2020

2013

2014

2015

2018

2019

2020

3 year CAGR

%
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Bespoke,
riskless and
commercial.
Spot vs
Forward

Spot, forward
options. Bespoke
hedging strategies.
Argentex executes FX spot, forward
and options contracts on behalf of
its clients.
Revenue from FX options is realised
as cash immediately in the form of
premium. Revenue from spot trades
is realised within two business
days. Forwards attract higher
spreads due to factors such as
increased client credit risk, but the
payoff to higher revenue is having
to wait until the contract is settled
to realise the cash. A blend of spot
and forward contracts is therefore
important for an optimum mix of
revenue generation and cash flow.
Argentex has always been there to
do what a client wants, not try and
fit a square peg into a round hole by
pushing complex hedging strategies
onto clients when not needed. Since
inception this has led to a mix of

Argentex operates
a Riskless Principal
which means that each
client trade is matched
with an identical
trade at one of the
Group’s institutional
counterparties.

64+36
49+51

Commercial
transactions only,
no leveraged or
margin trading.

Argentex operates a Riskless
Principal which means that each
client trade is matched with an
identical trade at one of the Group’s
institutional counterparties.

Margin trading or spread betting is
extremely risky to capital as it allows
for very large bets to be placed by
putting down comparatively small
deposits – in other terms the trades
are highly leveraged.

FX Turnover

approximately 2/3 spot and 1/3
forward contracts by volume, which
due to the wider spreads achieved
in forward contracts translates into
a revenue split of approximately
50/50 by product. Our forward
contract average tenor has remained
steady at less than five months.

36% 64%

Revenue

51%

Spot
Forward

30

Riskless
Principal.
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49%

The difference between the rate
we execute at our institutional
counterparty and the rate we pass on
to our client is the only place where
we derive our revenue.
Several layers of systems and controls
exist to ensure that no trades remain
unmatched, and that the parameters
of each trade are correct, including a
four-eyes verification and multiple
reconciliations throughout the day.
This means revenue is transactionled only, and Argentex does not
speculate. By not allowing its clients
to speculate this mitigates market
risk to the Group.

Company Overview
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Large adverse market moves can
therefore lead to losses building
up extremely quickly (as the trade
goes ‘out of the money’) which the
underlying client may find difficult to
service. If the client defaults, then the
broker has to bear the loss. By never
allowing clients to speculate, this acts
as a self-regulating risk control that
ensures that a solvent client never
builds up out of the money positions
it cannot service due to the fact that
it has a commercial need to settle the
notional value of the trade, not the
fair value of the trade only as it would
with a leveraged speculative position.
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Fostering longterm client
relationships.
We work consistently with the aim of fostering long-term
client relationships - we know this is paramount to the
success and longevity of our business.
“Having a diverse client
base is not only key to
reducing risk, but it
also makes the group
agnostic of market
direction, allowing the
firm to generate revenue
in all market conditions.”
Harry Adams

Co-Chief Executive Officer

A positive consequence of forging
these long-term relationships are
the referrals and word of mouth
recommendations Argentex regularly
receives both laterally and vertically
through our clients’ supply chains.
We are proud of our high quality
and diverse client base, without
being overly exposed to any single
sector. Our corporate clients come
from multiple industries such as
law, shipping, media as well as
institutional clients from private
equity and insurance to family offices.
Having a diverse client base is not
only key to reducing risk, but it
also makes the group agnostic of
market direction, allowing the
Group to generate revenue in all
market conditions.

For example as sterling
strengthens, the rate becomes
more attractive to importers
and more sterling sellers will
be motivated to trade, whilst a
weakening pound will see an
increase in activity from exporters.
Furthermore, a well-balanced
trade book means a greater volume
of trade can be serviced, as the
Firm is required to place collateral
to support the trades it executes,
but on a net basis – the closer the
volume of buyers and sellers the
less collateral is required, meaning
the firm benefits from a multiplier
effect of being able to use the same
collateral to support multiple
trades in opposite directions.

Revenue %
per industry
sector

Retaining
and growing
the client base
A high service level, trust and
performance are the only way
we can retain and increase our
client base.
1,212 corporates traded in the year
ended March 2020, but the firm
counts several thousand among
its active client base. Not every
client will trade every year –
some may hedge multiple years’
exposures in one go whilst others
may create an SPV with the sole
purpose of transacting a deal (for
example a private equity deal).
A bespoke level of service is
required. Time is spent getting
to know the client’s requirements
and their business objectives.

32+9+64321A
Financial Services (33%)
Other (9%)
Insurance (6%)
Legal and Consultancy (4%)
	Pharmaceuticals/Medical
Equipment/Medical
Research (4%)
	Technology/IT and
Telecommunication (4%)
Food and Beverages (4%)
Retail/Wholesale (3%)
Mining & Energy (3%)
Sports (3%)
Media & Marketing (3%)
	Electronics/Electrical
Components (3%)

Our core clients have one thing
in common – they are people that
like speaking to people. Clients
who simply want a price provider
and no relationship are unlikely
to find themselves amongst our
client base and are often better
served by a less sophisticated
retail broker or a high street bank.
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Regulated Financial Services
Other Financial Services
Private Equity Funds
Regulated Funds / AIFs
Real Estate Investments

Transport & Logistic (3%)
	Motor/Vehicle/Aerospace (3%)
	Holiday and Travel Agency/
Accommodation (3%)
Software Industry (2%)
Private Client (2%)
Property (2%)
Agriculture (2%)
E-commerce (1%)
	Architecture/Interior Design/
Home Furnishing (1%)
Hospitality and Events (1%)
Jewellery and Art (1%)
Charity (1%)

Other Information
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Ways of
doing
business.

“Our primary goal is risk
mitigation, not trying
to ‘beat the market’.
- Harry Adams, Co-Chief
Executive Officer

Each client is unique, and the reason each chooses Argentex will be too.
Some take comfort from our levels
of regulation and demonstrable
lengths we have gone to in order
to create a safe, compliant dealing
environment bound by strict
governance principles.

the analytical and factual approach
of their proactive interactions with
their dedicated dealer.
The one thing our core clients do
have in common is that they like
dealing with people, as do we.

and quantify any FX risks inherent in
their business, and present a range of
strategies that will entail at least one
of either a spot, forward or options
trade, that can mitigate those risks to
enable informed decisions.

Many choose Argentex because of
the flexibility afforded by having
immediate access to their assigned
trader, whilst others appreciate

Once a client has been assigned a
dealer, it is their job to work with
that client, on their terms, to identify

Full range of
customised FX
capabilities

Delivered
via multiple
channels

To benefit
our clients

— Spot Contracts

— Traditional voice broking

— Pricing

— Forward Contracts

— Online

— Options Contracts

— Bloomberg

— Segregation of sales
and dealing roles

— Bespoke software
platform (investment
to date £4.5m)

FX risk is usually simple, in which
case we believe the solution to it
should be too.

— Flexibility

— Dealers’ experience
— Proactivity
— Forecasting accuracy

— Personalised
hedging strategies

— Credibility
— Strong capital base
— Founder-led
management team

34
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D E L I V E R I N G VA L U E TO O U R STA K E H O L D E R S

Build and
invest.

Shareholders
We are committed to achieving
long-term, sustainable growth for
our shareholders and our first year
has proven we can achieve this. We
want to continue to generate revenue
growth, strong operating profit and
sustained shareholder value.

Clients

To date we have invested over £4.5 million on coding alone
to ensure that the Argentex CRM and accompanying client
front end software is totally bespoke to us.
“Over the next few
years we believe that
further investment
in all areas of the
client journey will be
required as we adapt
to an ever-changing
environment.”
-C
 arl Jani, Co-Chief
Executive Officer

36

The rapid development of our
proprietary systems and tools
has allowed us to remain at the
vanguard of delivering excellence
to those who need it.
The decision to ‘build and invest’
rather than licencing a generic
solution has been instrumental
to Argentex’s robust systems and
controls which has been clearly
demonstrated while weathering
of the COVID-19 pandemic. Not
only did our CRM system come
to the fore when seamlessly
transitioning the Company
from office to remote working it
also tracked and traced client’s
exposure in real time which,
coupled with the Group’s risk
policy, helped avoid bad debts.

Annual Report 2020

Our exemplary high service level for
our clients remains at the forefront
of our business. We combine our
talented work force with stringent
processes and technology to ensure
the client is satisfied with us as their
foreign exchange provider.

Our tech investment has also been
applied to launching our online
trading platform that will allow
clients in different time zones to
execute trades instantly.

Employees

Online execution will not
cannibalise our core business
offering but provide a convenient
addition to a growing suite of
products to meet our clients’ needs.

We endeavour to create an
environment that fosters talent,
commitment and results. Our team’s
efforts, dedication and successes are
rewarded and celebrated and the
atmosphere is collaborative.

Over the next few years we believe
that further investment in all
areas of the client journey will be
required as we adapt to an everchanging environment.
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O U R P R O D U CTS

“Our online system
is a constantly
evolving proposition
in response to
client feedback.”
-C
 arl Jani, Co-Chief
Executive Officer,

Assured.
Efficient.
Superior.

Online
trading
function.

TRADITIONAL VOICE BROKING
Complex products, policies and
hedging programmes often conceal
the primary goal which should be
risk mitigation, not profiting from
foreign exchange by trying to ‘beat
the market’. A personal relationship
with a professional trader will add
value as they gain an understanding
of your business. They can provide
timely and relevant information
to assist the client in making more
informed decisions.

We have developed an online trading function for
our clients who requested this service in addition to
our direct-to-client service. This is a layer of added
convenience for those wanting 24 hour trading and
time critical trades.

Some clients are in regular contact
with their dedicated dealer several
times per week, whilst others prefer
far less frequent contact; sometimes
as little as once a quarter. Most
clients will sit somewhere on
the spectrum between these two
extremes and it is the job of the
assigned trader to establish the best
fit for the client’s needs.

ONLINE CAPABILITIES
Designed from an exacting blueprint
with clients’ requirements in mind.
Argentex Online is a powerful online
capability to enable execution from
anywhere in the world whenever the
markets are open. Designed to be used
standalone, or in conjunction with
our traditional voice broking service;
whichever suits your needs.
Our first online trade occurred in
March 2020

Our online system has been developed
on the foundations of the very same
FIX engine our own professional
traders use to execute trades, and is
a constantly evolving proposition in
response to client feedback.
Designed to be a value-add to our
existing client base, the online
capability has been implemented
to provide a home to trades for
which our existing client base finds
it too resource-intensive to pick up
the phone and execute a trade - for
example a private equity firm whose
average trade size is tens of millions
of pounds, settling an overseas invoice
for a few thousand pounds.

Adding new
capabilities:
Online trading and
reporting portal

for the Group. Rather than setting
these clients to one side the online
functionality provides these
clients a facility where they can
save money every time they trade
at no additional marginal cost, at
the same time avoiding turning
away business based on size alone.
Our core focus will remain the
same, and the addition of the
online dealing capability does not
represent a pivot of the Group’s
strategy into competing in the
micropayments online space
which is already overcrowded.

Annual Report 2020
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— Fully invested
— 24 hour trading
— Smaller trades, higher margin
— Beneficiary and
payment management

Existing clients
— Smaller trades that slip
through the net
— Time critical trades
— Execution only

New clients
— No need to turn away smaller,
but higher margin business

During a junior salesperson’s early
career at Argentex they may often
come across a business whose FX
exposure falls on the small side of
our target market, where providing
a full-service voice broking facility
would prove too resource intensive

38

Argentex Online

— Not wasting calls
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People and
performance.

Repeat
business.

High quality and
efficient sales
team contributes
to our growth.

The bar chart to the right illustrates
that repeat business is by far the
largest source of any given year’s
revenue, and is the main reason
Argentex was formed to target
corporate, as opposed to private
client business, which makes up
just 2% of the firm’s revenue.

Choosing to recruit and train our
employees from a grass roots level
leads to longer learning curve for a
new recruit, but one that ultimately
pays off for those that remain.

There is a natural attrition that
occurs as a result of human
capital mobility, changes to clients’
business models and exposures, so
it is essential to the Group’s success
that it spends significant time and
resource on training top quality
sales staff to generate new business.
It is the chosen model of the firm to
recruit at a grass roots level, with a
new staff member normally having
little to no sales experience. Our
experience has shown this to be the
most effective way to maintain the
required culture, consistency and
performance underpinned by our
extensive training programme.

40

New vs repeat
business

Revenue
2020

22+78

2014

£1.5m

£6.4m

2015

£2.4m

£22.6m

2016

£4.9m
2017

£5.6m
2018

New
Repeat

£9.6m
2019

£14.5m
2020

£22.6m
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A salesperson will be paid between
10 and 17.5% of the revenue generated
by their clients, for the life of the
client and as long as the salesperson
remains employed. What determines
where their commission percentage
falls are quarterly targets, which are
new-business based.
The chart shows the average discrete
revenue attributed to each of our
sales staff depending on how many
years they have been employed. As
demonstrated by the chart, within
just a few years a salesperson will
earn a commission trail that acts as
its own long-term incentive, whilst
targets keep them motivated to
continue finding new business.

Company Overview
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Expected annual
revenue per
years employed
Year 1

£0.07m

The longer our sales
staff are with us the
better they get at selling.

Year 2

£0.24m

Year 7

Year 3

£0.72m

£5.02m

Year 4

£1.44m

Year 5

£2.63m

Year 6

£3.52m
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2020 AC H I E V E M E N TS

Goals.

Outcomes.

Continue to improve productivity

Driving
forward
“Argentex has
adhered to their
strategy and
surpassed initial
expectations for
the financial year.”
Sam Williams

Maintain diverse client base

Increased transaction volumes

Chief Financial Officer

Generating revenues from options

Continued investment in people

42

Annual Report 2020

Company Overview

→

Average daily revenue per sales person continues to increase

→

10 sales people (from total of 27) now employed three years or more

→

41% of revenue in FY 2020 generated from top 20 clients (35% in FY 2019)

→

Revenue from top 20 clients continued to increase (£11.4m vs £7.5m in FY 2019)

→

Composition of top 20 continues to vary year on year

→

FX turnover of £12.1bn vs £10.8bn in FY 2019

→

1,212 trading corporates clients vs 1,141 in FY 2019

→

Average annual revenue per corporate £23.6k vs £18.4k in FY 2019

→

Winning back flow lost to banks

→

Professional and Eligible Counterparty clients only

→

Currently <6.5% total revenue

→

10 new sales hires in 2019

→

Continued zero attrition of key staff

Strategic Report
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2020 AC H I E V E M E N TS

LO O K I N G F O RWA R D

Key events
from the last
12 months.

Achieving
growth
strategies.

March 2019
→

First month
revenue >£3m

June 2019
As established, the last 12 months
were instrumental in building a strong
foundation to set the business up for
longevity and profitability.

→

IPO, raising net £12m
for the business

To the right, we outline a number of highlights.

1. 	Expand sales force

September 2019
→

Half year revenue
up 42% to £13.8m

→

Increase sales team to 50 people over the course of 3 years

→

Moving into new office in 2020 to increase capacity

2. 	 Increase productivity
→

November 2019
→

Average revenue per sales person increases with tenure

3. 	 Customer acquisition

Olivia Lang appointed as
Chief Compliance Officer

→

Driven by sales team expansion and increased productivity

4. 	 Targeted revenue
→

March 2020

44

Annual Report 2020

→

First online trade

→

First month revenue >£5m

→

Pandemic declared

Clients generating revenues of £5k to £250k, our sweet
spot and overlooked by larger players

5. 	Continued focus on client proposition

Company Overview

→

Client service at the forefront of what we do

→

Bespoke and flexible solutions are our speciality
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A bespoke
service-led FX
solutions provider.
The board is pleased with the Company’s strong performance. Argentex has
adhered to their strategy and surpassed initial expectations for the financial year.
There is every confidence that the Group’s long-term prospects are on track.
The outlook of the business is
positive. Uncertainty around the
impact of COVID-19 has not affected
the business model, which takes no
market risk or house position. Our
corporate clients continue to seek
certainty so Argentex will endeavour
to provide clients with the knowledge
and analysis to help them.
Brexit earlier in the year and
COVID-19 in the latter part of the
year have created higher degrees
of uncertainty which will, in turn,
provide opportunity in the short term.
Despite the macroeconomic and
geopolitical challenges that appear
to have become a constant backdrop
over the recent past, we have started
the new financial year with good
momentum in terms of both revenue
performance and client quality.
Whilst market volatility is expected
to remain as political tensions at
home and abroad continue, as well
as the uncertainties of COVID-19, we
believe that with our robust business
model and strong team, we are well
positioned for the future.

Company Overview
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We now have a Dutch sales office
which is generating clients for the
Group and is set to grow.
Further afield – both geographically
and timewise we have identified
significant opportunity in Australia
and the surrounding regions.
We will soon move into our new
office which is four times the size
of our existing premisis, ready
to accommodate our growing
sales team. As each sales cohort
progresses through their career
they become more proficient at all
aspects of the role, so generating
increased revenue, more efficiently,
in condensed timeframes leading to
exponential growth in sustainable
profitability. It’s a model we have
tried, tested and proven time and
time again and one which we will
continue to repeat time and time
again, playing in the pools of the
world’s most liquid market.

rising and increased interested
rates, the bench strength of the
business from the board who have
experience navigating the 2008
crisis and the experienced and
capable sales team, we are confident
that we will weather the turbulence
of the next year, as demonstrated
over the last 12 months.
The market volatility and FX
markets are seemingly following a
different trend to equity markets
therefore there is an opportunity
for Argentex to utilise this trend to
the benefit of its clients.
The Group remains resilient, with
the continued diversification of its
client base, a robust business model
and an uncompromising approach
to compliance, we are confident of a
successful forthcoming 12 months.

Despite the inevitable global
economic slowdown with likely
outcomes such as unemployment
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FINANCIAL REVIEW

Strong financial
track record
of growth.
The financial year ended 31 March 2020 has been a
landmark year in the relatively short history of Argentex.

Financial
update
“Revenue growth
continues, due to
strong performance in
both new and repeat
revenues, demonstrating
the strength in
customer acquisition
and customer service.”
Sam Williams

Chief Financial Officer

The Group’s successful admission to AIM in June 2019 is the first step
in a new chapter for Argentex, and these maiden financial statements
demonstrate that the Group has fully committed to the message and
strategic model put to investors.
The IPO provided a £12m capital injection to the principal trading
subsidiary of the group, Argentex LLP, with the primary objective of using
the capital to build on the solid growth demonstrated over the history of
the business.
The IPO was strongly supported by existing and new investors, and the
quality of the new shareholder base provides an excellent foundation for life
as a listed business. The primary aim of the IPO was to strengthen the capital
base of the primary trading subsidiary of the group, Argentex LLP. Argentex
LLP was established in 2012 and has experienced a significant rise in revenue
and profitability in the seven years prior to the IPO. Fundamental to that
growth was the level of capital deployed in the LLP, which is a critical element
of the business model. Capital is pledged with the Group’s institutional
counterparties in order to collateralise the Group’s trading portfolio, and as
the Group grows, so does the need for capital. Capital also provides liquidity
buffers to protect against significant market movements happening in a short
space of time, enabling the Group to meet short term obligations as needed.
Of the £14m raised at IPO on the placing of new shares, £12m was successfully
deployed as equity capital in Argentex LLP. As part of the IPO process,
Argentex Group PLC acquired all of the equity of Argentex LLP through
a share for share exchange (involving intermediate holdcos) which has
been accounted for using the principals of merger accounting due to the
transaction falling outside of the scope of IFRS 3 Business Combinations.
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By using merger accounting, prior year comparatives are
shown as if the group had been in existence prior the IPO,
despite the LLP not having a majority owner for the year
ended 31 March 2019. A reconciliation has been included in
this financial review to provide an alternative comparison
to better measure relative performance across the periods,
and an underlying earnings figure presented in note 13 to the
financial statements to provide comparability.
FINANCIAL PERFORMANCE
Argentex have performed well in FY20, with revenues
increasing 32% from the prior year to £28.9m (2019: £21.9m).
Revenue growth continues due to strong performance
in both new and repeat revenues, demonstrating the
strength in customer acquisition and customer service.
We have seen growth across all categories of client from
institutions, corporate and private clients. Due to the
improved quality of our clients, we can see that our robust
business model is working and growth has been achieved.
Underlying earnings (note 13 to the financial statements)
of £10m represents a growth of 27% from the FY19
underlying earnings.
After factoring in non-recurring costs of the IPO and new
administrative costs for the enlarged listed group, the
Group has retained profits of £7.6 million which be used to
assess the value of the interim dividend relating to the year.
Subsequent to the year end (note 26 to the financial
statements), the LLP has committed to a new premises
following the expiry of its existing lease, which will
increase the IFRS 16 costs, combined with an anticipated
rise in headcount across all departments to enable
the Group to pursue its growth plans. Consequently,
operating leverage is expected to decline modestly in the
short term while the new cost base consolidates and the
additional front office staff are able to make meaningful
contributions to revenues. 2019 Underlying operating
profit does not include the costs of LLP members who,
prior to the IPO had no guaranteed entitlement to
remuneration under the former LLP agreement, instead
receiving pure equity profit shares of Argentex LLP. At
LLP level, as seen in the reconciliation, Distributable
Profits approximate the Group’s operating profit, and have
increased from £7,201k in 2019 to £12,740k in 2020, with
ratios increasing from 33% in 2019 to 45% in 2020.
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FINANCIAL POSITION
Argentex continue to believe that cash generation from
its trading portfolio is a key indicator of performance and
adherence to risk appetite framework. At the end of the
financial year, Argentex has cash and cash equivalents of
£49m, an increase of £35m from the prior year. Increases
in cash balances reflect the higher proportion of client
balances held following collection of variation margin,
in addition to the IPO proceeds and routine operating
cashflow generation. Cash generation from the group’s
revenues is a function of i) the composition of revenues
(spot, forward and option revenues) and ii) the average
duration of the FX forwards in the portfolio. Historically,
Argentex generates revenues in a ratio of approximately
50/50 between spot and forward FX contracts (excluding
currency options which are a more recent business line).
While spot FX contracts attract a smaller revenue spread,
the risk profile of a spot FX contract is significantly
reduced, and revenues are realised almost instantly.
As such, having a significant proportion of the firm’s
revenues generated by a product with a minimal working
capital cycle creates a strong positive cash flow for the
business when compared to its operating cost base.
Further to the spot FX cash flows, the average tenor of
and FX forward continues to be less than five months.
When combined with the cash flow profile of the spot
FX contracts, the LLP measures short term cash return
as follows:

Revenues for the
last 12 months (A)

2020

2019

£’000

£’000

28,986

21,910

(7,464)

(4,498)

21,522

17,412

74%

79%

Less
Revenues settling
beyond 3 months
Net short term
cash generation (B)
Short term cash return (B/A)
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PORTFOLIO COMPOSITION
Argentex’s client base, while increasing in number, is
still composed of similar businesses, predominantly
with exposures in the major currencies of sterling, euro
and US dollar. At the year end, over 95% of the Group’s
portfolio was comprised of trades in those currencies.
The Group’s exposure to exotic currencies or currencies
with higher volatility and less liquidity is still limited.
Heightened volatility through March 2020 increased
collateral requirements with the Group’s institutional
counterparties, and consequently the Group called for
variation margin on a number of exposures within its
client portfolio. The Group collected collateral effectively
from its client base through the volatile period and is yet
to experience any material issues over settlement.
KEY PERFORMANCE INDICATORS
The Group measures its performance using the
following Key Performance Indicators:

+91112 + 12

Number of traded
corporates

Spot/Forward
revenue mix

1,212

1,141

898

2018

52

2019

2020

28.9
2020

21.91
2019

13.23
2018

Underlying Earnings

£10.0m
FY 2020

£7.8m

45

49

48

55

51

2018

2019

2020

Short term cash return

74%

Revenue (£m)
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2020

79%

2019

DIVIDEND
Argentex is committed to its previously communicated
dividend policy, paying out 30% of retained profits for
the year. In accordance with current market practice and
guidance during the COVID-19 disruption, the Group will
be declaring its dividend for the year ended 31 March 2020
as an interim dividend (opposed to a final dividend), of
2p per share. The interim dividend record date will be 14
August 2020 and will be paid on 10 September 2020. The
ex-dividend date is 13 August 2020.

Sam Williams
Chief Financial Officer

Reconciliation from Argentex LLP
to Argentex Group PLC results.
2020

2019

£’000

£’000

28,986

21,911

(409)

(392)

Gross Profit

28,577

21,519

Administrative expenditure

(10,891)

(10,288)

17,686

11,231

105

-

(157)

(108)

17,634

11,123

(4,894)

-

-

(3,922)

Distributable profits after individual LLP members’ compensation

12,740

7,201

Profit allocated under the previous ownership structure pre-IPO

(1,663)

(4,333)

(488)

(2,868)

10,629

-

(563)

-

(5)

-

(291)

-

(2,128)

-

7,642

-

Revenue
Direct costs

Operating profit
Interest receivable and similar income
Interest payable and similar charges

Profit for the financial year before members’ remuneration and profit shares
Members’ remuneration
— Allocated to individual members of the LLP under the revised compensation model
— Adjustment for revised compensation model applied retrospectively

Dividends declared under the former ownership structure

Post-IPO profits available for distribution to Argentex Group plc
and its subsidiaries
IPO costs
Share based payments
Other administrative costs
Taxation

Retained profit for the period for Argentex Group PLC

Note: Following IPO, the self-employed LLP members who are members of the LLP Executive Committee will be remunerated under the Amended and

FY 2019

Restated LLP Agreement by a combination of (i) fixed annual remuneration (ii) participation in revenue commission schemes (iii) annual bonuses and (iv)
other variable compensation based on the LLPs performance. This model has been applied retrospectively to 2019 to present comparative information
consistently in the pro forma.
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ST R AT E G I C R E P O RT

Section 172
Statement.

Our
Customers
32

34

36

Who / What they are?

Why are they
important to us?

What do they
want from us?

How do we engage
with them?

We are fortunate to have

Our clients are the

They want tailored and

The directors have

a very diverse client base.

reason Argentex has

best in class foreign

implemented a client

Our clients vary from

become what it is.

exchange advisory and

service model designed

institutional, corporate

They form our revenue

execution services that

to provide high levels

and private clients from

and growth.

are safe and reliable.

of service and personal

a variety of industries.

interaction to the
Group’s client base. Our
growing repeat revenues
are testament to our
commitment to our client
focussed operating model.

Our
Employees
As a board we have always taken decisions for the long term,
and collectively and individually our aim is always to uphold
the highest standards of conduct.

Our 5 Key
Stakeholders
1. Our Customers
2. Our Employees
3. Our Environment
and Communities

Similarly, we understand that
our business can only grow and
prosper over the long-term if we
understand and respect the view
and needs of our clients, colleagues
and the communities in which we
operate, as well as our suppliers, the
environment and the shareholders
to whom we are accountable.

4. Our Investors
5. Our Partners

Meaningful engagement with these
stakeholder groups supports the ethos
of Section 172 of the Companies Act
which set out that Directors should
have regard to stakeholder interests
when discharging their duty to promote
the success of the Company. Details
of the key stakeholder engagement
undertaken at different levels within
Argentex to inform decision-making and
enhance Board understanding are set
out on the following page.

22

23

40

Anyone who is employed

Our people are our most

Our employees want a

Directors engage

by Argentex.

important asset. They

satisfying career, and a

regularly with staff and

create and maintain

positive and motivating

leadership teams. The

our business, provide

work environment

Directors monitor staff

our customers with

where they can thrive,

appraisals, implement

service they have grown

all underpinned by a

personal development

accustomed to and drive

supportive culture.

plans and have set fair

41

business development

remuneration policies

and growth.

including health
insurance that includes
mental wellbeing as
well as in-house
fitness facilities.

Our Environment
and Communities
55

We are aiming to be a

We are committed to

To aspire to be

The Directors are

more sustainably run

minimising the impact of

responsible members

implementing

business and become

our business operations

of our community as it

employee opportunities

more actively involved

on the environment.

reflects our principle to

for a volunteering

in communities.

As a listed business we

do the right thing. It is

programme to be

feel more than ever

also important to our

introduced in September

how important it is

colleagues, customers

2020, ESG strategy to

to support charitable

and shareholders.

be implemented in

organisations that we

September 2020.

have allegiances to.

Our
Investors
37

65

67

Those who own shares

Investors provide capital

Investors want a clearly

The Directors conduct

in Argentex.

to the business, as well

articulated long-term

formal results

as valuable feedback on

strategy together with

presentations every six

our performance and

shorter-term plans and

months. Institutional

strategic position.

effective communication

shareholders meet our

of our progress. We aim

Executive Directors

to grow our share price

regularly. The Directors

and provide sustainable

hold an AGM every year.

74

dividend income
through a progressive
dividend policy, while
carrying no debts.

Our
Partners

Those who have a direct

Their vital contributions

Our partners want us to

The Directors work to

working or contractual

to our business provide

be trustworthy and live

find mutually effective

relationship, or share a

services and advice.

up to our promises.

ways to communicate

mutual interest with us.

and collaborate with each
group. High standards

55

of health, safety and
security underpin
everything we do.
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C O R P O R AT E S O C I A L R E S P O N S I B I L I T Y

Striving to
become a
sustainably
run business.
We aim to continue to deliver market-leading
growth whilst simultaneously reducing our
impact on the environment and striving to
improve our society.
Our long-term growth aspirations
are synergistic with, not in spite of,
an improvement in staff wellbeing
and the environment, and this is
what drives us forward when looking
at the culture and values that are
synonymous with Argentex. As well
as being a solid, profitable company
we also want our staff wellness
and productivity to be a significant
indicator for success.
We have appointed the ESG
consultant, EcoDesk, to help us define
our low-carbon business strategy.
We understand the need to embed
an ESG strategy that can account for
operational and strategic impacts.

The remaining equipment and furniture
not moved to the new office will be reused or recycled through a third party,
therefore avoiding any landfill.
We are installing in our new office a new
lighting system which is fully LED –
fully commissionable with sensors and
dimmers to maximise energy efficiency.
In addition to this, specialist taps will
be installed which are not only energy
efficient but will result in no bottled
water or single use plastics in the office.
A new energy efficient air-conditioning
system is being installed with heat
recovery and all timber used within the
build is FSC approved.

With our office relocation, the business
is reusing as much as reasonably
possible, in fitting with the design of
the new office - desks, IT equipment
and meeting room furniture are being
relocated to the new office.
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R IS K M A N AG E M E N T

Framework
and structured
processes.

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

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

-S
 am Williams,
Chief Financial Officer

Market Risk
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.

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

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.

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.

Credit Risk - clients
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 offbalance 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
MITIGATION
to mitigate any potential losses
The firm’s primary intra-day
arising from a client failing to settle;
liquidity requirements are driven
in particular:
by margin balance requirements
— assessment of the creditworthiness
with institutional counterparties.
of clients, with each client being
This margin position is monitored
provided a credit assessment based
intra-day, and is subject to frequent
on their specific circumstances;
review and stress testing to ensure
— where a hedging facility has been
the firm has sufficient collateral
extended, maximum exposure
pledged to cover its current and
limits (typically 3-5% of the value
potential obligations in the event of a
of the contract with a client) before
significant market movement.
a margin call will be made;
— timely collection of margin calls or
Liquidity for client settlement is
early settlement of client contracts
provided in a “safe settlement”
to reduce or eliminate credit
environment, Argentex will never remit
exposures;
funds to the client prior to receiving
— regular stress testing of exposures,
cleared funds in the sell currency.
both routine and event driven
to provide visibility on potential
future exposures in a range of
market scenarios.
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Credit Risk –
institutional
counterparties

Regulatory and
Compliance Risk

DESCRIPTION and potential impact
Regulatory and Compliance risk is
DESCRIPTION and potential impact
the current and prospective risk
Argentex relies on third party
to earnings or capital arising from
institutions in order to trade and
violations of, or non-observance
clear settlement funds through client
of, laws, rules and regulations
accounts. Counterparty Credit risk
applicable to the Group. Argentex
reflects the risk that the firm may
LLP is authorised and regulated by
incur losses as a result of institutional
the FCA as (i) an electronic money
counterparty failure.
institution under the Electronic
Money Regulations 2011 and (ii) for
MITIGATION
the provision of investment services
To reduce counterparty credit risk to
(as an IFPRU Limited License Firm).
acceptable levels, Argentex only trades
Furthermore, the Group must abide
with institutional counterparties
by the AIM rules and other significant
with robust balance sheets, high
legislation including GDPR.
credit ratings (where published) and
sound capital resources (as disclosed
Consequences of failure to meet
in accordance with the CRR and
regulatory requirements include
CRD IV of Basel III) and monitors
penalties and withdrawal of
the creditworthiness of institutional
permissions, and the dynamic and
counterparties on an ongoing basis.
evolving nature of financial and
other regulations could lead to
At institutional counterparty
significant expenditure in order to
level, trade volumes and trading
remain compliant with the evolving
cash balances are concentrated to
regulatory environment.
a small selection of institutional
counterparties. A degree of
MITIGATION
concentration is necessary for the
Argentex is committed to upholding the
Group to command strong pricing
FCA’s principles for business. The firm
and settlement terms with these
has a governance structure in place that
institutions, however the Group
allows for the identification, control, and
continues to review the composition
mitigation of material risks resulting
of its institutional counterparty base
from the operations of the firm.
to ensure that there is sufficient
redundancy in its liquidity offering.
Argentex hired a new Chief Compliance
Officer, Olivia Lang, in the year to
further enhance the management team.

58

Annual Report 2020

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.

Key Personnel
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.

IT and System risk
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).

Cyber risk
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.
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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 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 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 The Group are confident that
support and remedial works if needed. any future requirements to enact
restrictions on movement would not
Staff are trained regularly on
be detrimental to the operations of
password security, fraud, ransomware the Company.
and phishing threats, and
management put emphasis on robust The Group are acutely aware of the
IT and systems to our overall strategy. 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
DESCRIPTION and potential impact
The risk of COVID-19 is a new risk that weather any future pathogen-related
an infectious pandemic (as highlighted disruptions. The rate of new client
acquisition in addition to an already
by the recent events at the time of
well-diversified client base means the
writing) negatively impacting the
Group remain cautiously optimistic of
Group either through direct infection
meeting all long term growth targets.
of staff and key stakeholders of the

COVID-19

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.
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