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AUBREY CAPITAL MANAGEMENT LIMITED 

CAPITAL REQUIREMENTS DIRECTIVE 

PILLAR THREE DISCLOSURE – August 2021 

Risk and Capital Management  

 

1. BACKGROUND  

 

In response to the UK’s exit from the European Union and as a result of implementing parallel or equivalent 

policies to ensure that the UK can interoperate with financial organisations globally, a number of new 

policies and financial regimes are being introduced.  One of those is the Investment Firms Prudential 

Regime (IFPR) which will commence in 2022.  A subset of the new regime will be the Internal Capital And 

Risk Assessment (ICARA) process, which will replace the Capital Requirements Directive.  The Capital 

Requirements Directive was enacted by the European Union in 2006 and established a framework for the 

management of regulatory capital.  This legislation remains in place until 2022 and thus Aubrey must 

complete its annual review via this document.  The framework consists of three ‘pillars’: 

 

• Pillar 1 sets out the minimum capital requirements that firms must meet using standard criteria. 

• Pillar 2 involves an assessment of risk and the capital that should be held, specific to each firm. 

• Pillar 3 requires firms publicly to disclose their policies for managing risk and their capital 

requirements. 

 

Aubrey Capital Management Limited (Aubrey) is a UK Limited Company regulated by the FCA. 

 

2. RISK MANAGEMENT  

 

Risk Management Objectives  

Aubrey recognises that risk management is an important tool, not only as a key element of effective 

governance, but also as an enabler in managing performance, by proactively identifying and managing the 

risk inherent in its strategy, products and processes. 

 

Risk is an inherent part of Aubrey’s business.  The extent to which risks are identified and managed at an 

acceptable level is critical to its financial soundness, reputation and future profitability. 

 

Effective risk management assists in the delivery of strategic objectives protecting the value of Aubrey  

by managing the potential threats and adding value by enhancing its ability to take advantage of the 

available opportunities.  It also aids capital planning, enabling Aubrey to retain the ability to meet its 

liabilities as they fall due.   

 

To achieve all of this, a robust risk management framework is in place. 

 

Risk Management Framework 

The Board of Directors of Aubrey has delegated responsibility to line management for the day-to-day 

management of risks in their areas of responsibility and for designing and operating suitable systems and 
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controls to manage risk within the stated risk appetite.  The Board sets reporting standards and regularly 

reviews management information to obtain comfort that the business continues to operate within its 

defined risk appetite. 

 

There is a continuous process within Aubrey of risk identification, assessment, mitigation, analysis and 

evaluation, monitoring and reporting.  The process is subject to appropriate independent challenge to 

ensure clear processes for decision-making and mitigating risk are in place, with a governance structure, 

which clearly defines roles and responsibilities, based on the adopted ‘three lines of defence’ model. 

 

1st Line of Defence  

Management and staff responsibilities are clearly defined, and reporting lines ensure the appropriate 

segregation of responsibilities between investment management dealing and operations. Policies to ensure 

compliance are consistently applied and there is insistence on the highest standards of integrity. 

 

2nd Line of Defence 

The Compliance Officer provides oversight and independent assurance that risk policies and practices are 

aligned with the risk appetite set by the Board on an ongoing basis. 

 

3rd Line of Defence 

Annual compliance audits are carried out by Newgate Compliance and Focus1 (Specialist Compliance 

Consultants in the UK and US, respectively) and these are designed to focus on the key risk areas of the 

business.  Reports on the audit findings are submitted to the Risk & Compliance Committee who are 

responsible for ensuring any issues are addressed.  In addition to audit services, the compliance consultants 

also provides guidance and support to the in-house compliance team on technical and regulatory issues, as 

well as carrying out regular monitoring and testing of systems and policies. 

 

The Board receives quarterly reports from the Risk & Compliance Committee which enables senior 

management to monitor adherence to the risk appetite.  Exceptions are minuted and monitored until 

compliance is achieved. 

 

Risk Management Policies 

Aubrey manages a number of different categories of risk, with those relevant to this disclosure described 

below. 

 

Business risk  

Aubrey is predominately a growth equity investment management company, investing on behalf of our 

clients in global equity markets, and is therefore exposed to the risk of a significant general market 

downturn.  Conservative assumptions are therefore adopted in business planning and stress and scenario 

testing.  This is performed to ensure that in the event of a severe market downturn, there would still be 

sufficient revenue generated and capital retained to enable the business to meet its regulatory 

requirements. 

 

 

 



3 
 

Credit risk 

Aubrey’s principal financial assets are bank balances and cash and trade and other receivables.  The 

company’s credit risk is primarily attributable to its trade debtors.  As exposure is spread over a number of 

funds and private client mandates, the company has a low concentration of credit risk.  Aubrey has no 

history of bad debt amongst its clients.  Most clients pay fees on a monthly or quarterly basis and there is 

therefore regular cash flow into Aubrey’s accounts. 

 

Market risk  

Aubrey’s involvement in international markets means that a proportion of its revenue is in non-sterling 

currencies, whilst the cost base is predominantly in sterling.  This creates an exposure to foreign currency 

movements, which is part-managed by means of a foreign currency hedging strategy.  An active 

relationship is maintained with a FX Trading firm, from whom advice on currency movements is sought. 

 

Concentration risk  

Exposure to concentration risk is limited through the increasing diversification in the Aubrey business 

model.  There will be growing diversification in terms of the product range and geography of clients. 

 

Liquidity risk  

Liquidity risk is low:  The firm has healthy cash flows, and liquidity risk is not a concern. 

 

Operational risk  

Operational risk relates to potential inadequacies or failures in Aubrey’s processes, people or systems or as 

a result of external events.  As described earlier, a robust risk management framework is applied rigorously 

to limit operational risk to an acceptable level.  Insurance cover, with a highly rated and financially sound 

underwriter, is also in place in relation to certain risks, should it be required. 

 

3. CAPITAL RESOURCES AND REQUIREMENTS  

 

Aubrey’s capital resources are in excess of regulatory requirements, for both Pillar one and Pillar two 

requirements. 

 

Pillar one capital requirements are the greater of the Fixed Overheads Requirement and the sum of Market 

and Credit risk requirements.  Both of these measures are calculated in accordance with criteria set by the 

FCA. 

 

Aubrey’s Pillar one capital requirements are determined by the Fixed Overheads Requirement.  The sum of 

Market and Credit risk is not considered to be material compared with the Fixed Overheads Requirement.  

 

The Pillar two requirement is based on an assessment of Aubrey’s business, operational and other risks.  

This is known as the Individual Capital Adequacy Assessment Process, or ‘ICAAP’ for short.  The process has 

involved an assessment of the most significant risks relevant to Aubrey’s business and the calculation of an 

overall amount of capital to be held against those risks. 

 

In addition, as part of the ICAAP, Aubrey’s financial position has been subjected to a series of stress tests, 

which have demonstrated that the business is able to withstand the impact of severe events.  These have 

included a combination of a significant market downturn with other risk events. 
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The ICAAP is an integrated part of our risk management framework and is reviewed and challenged in detail 

before being approved by the Board annually. 

 

4. REMUNERATION CODE 

 

Aubrey has reviewed all aspects of its remuneration for the period and has concluded that there 

has been no remuneration code risk for the firm for the period.  As an FCA Remuneration Code Level 3 firm, 

Aubrey is not expected to comply with some of the more prescriptive rules but must, however, produce a 

Remuneration Policy Statement and have it reviewed and approved by its Remuneration 

Committee or other relevant body.  A copy of our Remuneration Statement can be found on the Aubrey 

website.     

 

 


