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1. Introduction 
GF Financial Markets (UK) Limited (“GFFM”) is authorised and regulated by the Financial Conduct 

Authority (“FCA”) and is classified as an IFPRU €730k Limited Activity Company as at 31 December 

2018.   

The company is neither a parent nor subsidiary undertaking or part of a UK Consolidated Group for 

regulatory purposes.  Accordingly, the disclosures made herein are made on an individual basis. 

The Capital Requirements Directive IV and associated regulation (“CRD IV”) capital rules are set 

under 3 “Pillars”, detailed in the table below:  

Pillar 1 Pillar 2 Pillar 3 

The basis of the minimum 

capital required to meet the 

Company’s credit, market and 

operational risks. 

Requires a Company to 

undertake an Internal Capital 

Adequacy Assessment Process 

(“ICAAP”) to establish whether 

it’s Pillar I capital is adequate 

to cover all the risk it faces, 

and, if not, to calculate an 

additional amount of capital 

required. 

The ICAAP is subject to review 

by the FCA through a 

Supervisory Review and 

Evaluation Process. 

Requires a Company to 

disclose specific information 

concerning its risk 

management 

policies, procedures and its 

regulatory capital position 

 

The rules in Articles 431 to 451 of the EU Capital Requirements Regulation (“CRR”) No. 575/2013 and 

IFPRU set out the provision for the Pillar 3 disclosures.  This must be done with a formal disclosure 

document in order to meet these obligations. 

The rules provide that the Company may omit one or more of the required disclosures if the 

Company believes that the information is immaterial and where relied on, this fact is noted.  

Materiality is based on the criterion that the misstatement or omission of any information would be 

likely to change or influence the decision of the reader who is relying on that information.  Further, 

the Company is permitted to omit one or more of the required disclosures where the Company is of 



 

4 

 

the opinion that the information is regarded as confidential and proprietary. Proprietary information 

is considered to be information that if known to others would place the Company at a competitive 

disadvantage. Confidential information is there are obligations to clients, suppliers and other 

counterparties binding the Company from making such information known. 

The Company has stated whether they have relied on either of these reasons in the required section 

of the disclosure. 

2. Scope and application of the Requirements 
 

GFFM is classified as an IFPRU €730k Limited Activity Company as at 31 December 2018.  Its main 

activities are acting as a broker, offering execution and clearing services in futures and options, both 

financial and commodity related and foreign exchange.  The Company has permissions to develop 

into equities and fixed income markets, as well as managing investments. The Company’s client base 

are Professional Clients and Eligible Counterparties, as well as holding Client Money in accordance 

with CASS 7. 

The Company is a wholly owned subsidiary of GF Futures (Hong Kong) Co., Limited, regulated by the 

Securities and Futures Commission in Hong Kong and ultimately owned by GF Securities Co., Limited, 

a CSRC (China Securities Regulatory Commission) regulated Company based in Guangzhou, China. 

3. Disclosure Policy 

The company has adopted the policy of reviewing annually its disclosures for the purposes of the 

above mentioned Part 8 of the CRR in conjunction with the preparation and publishing of its annual 

audited accounts. The company’s financial year end is 31 December. If disclosure items coincide with 

accounting disclosures, then the disclosure statement used in the audited accounts is reproduced as 

a Part 8 disclosure. 

4. Location of Disclosure 

As referred to in the company’s audited accounts, the chosen location for the publication of this 

document is the company’s website (www.gffm.com). 

 

5. Risk Management and Governance 
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GFFM has 3 Board appointed committees that are responsible, together with the Board of Directors, 

for the overall corporate governance of the Company, as shown below.  All voting members of these 

committees are Board members: 

- Risk & Compliance Committee (“R&C”) 

- Audit & Finance Committee (“A&F”) 

- Remuneration Committee  

 

Risk & Compliance Committee: The Board of GFFM delegates specific authority to the R&C 

committee which is responsible for providing focused support and advice on risk governance and 

compliance/regulatory issues. This includes advice on risk strategy, including the oversight of the 

current risk exposures of the Company. This covers credit, market, operational and other business 

risks.  This committee is attended by members of the GFFM Credit Committee.  The Company 

provides credit facilities to certain clients which are approved by the GFFM credit committee if 

within the authority limits delegated by the Company’s ultimate parent or if exceeding this level, 

approved by the ultimate parent. The R&C committee will also propose changes to the risk 

procedures as well as oversee the Company’s Risk Register and make proposals to the Board to 

address and mitigate these risks. The Company’s Risk Register is reviewed and updated as deemed 

necessary. 

 

6. Risk Management – Objective & Policies 
 
The Company’s activities expose it to a variety of financial risks: price/market risk, credit risk, 

liquidity risk, including cash flow, and fair value interest rate risk. The company’s overall risk 

management programme focuses on the unpredictability of relevant markets and seeks to minimise 

potential adverse effects on the company’s financial performance. The Board of Directors determine 

the acceptable level of risk to the company by setting limits, as proposed by the R&C committee, 

within which senior managers monitor the company’s operations. This includes the distribution of 

key risk reports to senior management in order to monitor it’s daily activities and the underlying 

risks to the approved framework and risk appetite. 

 

7. Capital Adequacy and Own Funds 
 

As at the 31 December 2018 the capital resources of the company, is shown as follows: 
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Common Equity Tier 1 Capital (CET1)     $68,498,000 

Own Funds / Total Capital Resources     $68,491,000 

As at 31 December 2018 there were no eligible capital substitutes. 

 

8. Exposure to Counterparty Credit Risk 
 

Credit risk is the risk that a client will default on its contractual obligations with GFFM such that 

GFFM will suffer a financial loss. 

In order to mitigate this risk the Company may require the client to deposit a cash margin or other 

forms of acceptable collateral, including making daily and intra-day margin calls. Credit lines issued 

to clients are approved internally in accordance with the Company’s credit policy. 

The Company’s Credit Committee consists of the firm’s CRO (Chief Risk Officer), Managing Director, 

Head of Legal & Risk and the General Manager of the firm’s immediate parent, GF Futures (Hong 

Kong) Co., Limited who is also a director of the firm. 

Client positions are marked to market on a daily basis (and intra-day when required) to ensure that 

client positions remain within their credit lines or collateral deposited with the Company. 

Client balances, including the client’s open forward positions on a marked to market basis, are 

reported in the Company’s balance sheet (“Statement of Financial Position”) under Trade debtors 

and Trade Creditors and Financial Assets and Liabilities at Fair Value through the profit and loss (the 

latter relating to client open positions).    In accordance with accounting standards, client marked to 

market forward balances are reported to reflect how the cash flows are settled, separately by 

prompt date and currency, subject to the required netting provisions. 

Credit risk is managed on a company wide basis.  The Company has credit exposures to banks with 

which it deposits funds, as well as to clearing houses and clearing broker firms.  

No geographical or sector type analysis of these exposures has been disclosed as the directors 

consider this information to be confidential. 

 

Counterparty Risk Requirement (“CRR”) 

In accordance with CRD IV the Company calculates its CRR on client exposures on a daily basis.  The 

Company use the marked to market method (Article 274) and the standardised credit risk approach 
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(Article 121). The minimum capital held is 8% of the risk weighted balance sheet total. Depending on 

the nature of the receivable, the credit risk exposure is charged at either 8% or, where the exposure 

is to recognised credit institutions, a lower rate of 1.6% (being 20% of the 8% charge). 

 

As at 31 December 2018, the Company’s credit risk on a risk weighted balance sheet approach was 

as follows: 

 $000’s 

Risk weighted balance sheet for institutions 56,841 

Risk weighted balance sheet for corporates 111,513 

Risk weighted balance sheet for equities and 

others 

4,071 

 

As at 31 December 2018 the Company’s credit exposures, analysed by the type of counterparty and 

related credit risk rating were as follows: 

 

Counterparty Credit Exposure $000’s Credit Risk Rating % 

Clients - Margin Calls / Credit 

Lines 

5,039 4.4 

CCP’s & Broker balances 109,117 95.6 

 114,156 100.0 

 

As at 31 December 2018, under Pillar 2, management have assessed that no additional capital is 

required relating to credit risk under Pillar 1.  The Pillar 2 credit risk requirement is $13,794,000.   

 

9. Unencumbered Assets 
Asset encumbrance is an integral part of GFFM’s liquidity, funding and collateral management 

process.  A majority of the Company’s encumbered assets relates to cash or other assets lodged 

as collateral at CCP’s or clearing brokers. 
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As at 31 December 2018 the Company held encumbered assets as disclosed below.  The 

Company is also required to disclose any asset encumbrance on a quarterly basis through its 

COREP reporting. 

Total on-balance sheet assets, including components:  

$000’s 

 

Carrying amount 

of Encumbered 

Assets 

Fair Value of 

Encumbered 

Assets 

Carrying Amount 

of 

Unencumbered 

Assets 

Fair Value of 

Unencumbered 

Assets 

Debt securities  6,878 6,878 - - 

Other Assets  70,078 n/a¹ 340,571 n/a¹ 

Total 76,956 n/a¹ 340,571 n/a¹ 

 

¹n/a in the table above denotes components which are not required to be reported as per the 

EBA’s guidance. 

 

Collateral Received, including components: 

Off Balance Sheet. 

 

$000’s 

 

Fair value of encumbered 

collateral received or own 

debt securities issued 

Fair value of collateral 

received or own debt 

securities issued available for 

encumbrance 

Other collateral received¹ 8,284 6,547 

Total 8,284 6,547 

¹The figures reported above relate to off balance sheet segregated cash balances, encumbered 

relating to funds lodged at CCP’s to cover margin requirements. 

 

Encumbered assets / collateral received and associated liabilities: 
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$000’s 

 

Matching liabilities, 

contingent liabilities or 

securities lent 

Assets, collateral received 

and own debt securities 

issued other than covered 

bonds and ABS’s 

encumbered 

Carrying amount of selected 

financial liabilities 

58,687 75,431 

¹Selected liabilities relate to primarily to derivatives. 

²The mismatch between the matching liabilities and collateral received is driven by inclusion of 

derivatives presented in accordance with IFRS. 

 

The figures reported above are on a median basis for the three reporting quarters following the 

approval of the Company (from 1 April 2016) as an IFPRU €730k Limited Activity Company. 

 

10. Exposure to Market Risk 
 

Market risk is the risk arising from an adverse movement in prices, interest rates and foreign 

exchange rates in respect of losses in on-and off-balance sheet positions. The Company is exposed to 

price risk when it takes proprietary positions and from facilitating client business. 

The Company has Board approved limits set to manage this price risk which are monitored on a daily 

basis and are reviewed as required. Positions are marked to market on a daily basis. A majority of 

the client business undertaken by the Company is limited to exchange traded derivatives. 

 

 

 

In accordance with the EU CRR rules, the Company calculates the following: 

Position Risk Requirement (“PRR”) 

The Company calculates its PRR on all its positions, using the Extended Maturity Ladder approach 

(EU CRR Article 361). 
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As at 31 December 2018 the Company has a Position Risk Requirement was $307,000 (2017: 

$1,325,000). 

 

Foreign Exchange Risk (“FER”) PRR 

The FER is a calculation of the risk arising from assets and liabilities denominated in currencies (and 

gold) different from the Company’s functional currency (US Dollars), determined in accordance with 

Article 351 and 352. 

As at 31 December 2018 the Company’s FER was $655,000 (2017: $110,000). 

In carrying out the ICAAP (Internal Capital Adequacy Assessment Process) process, management 

have determined that no additional position risk requirement is required under Pillar 2. 

 

11. Operational Risk and Fixed Asset Requirement 
 

Operational risk is the risk of financial or reputational loss resulting from inadequate or failures in 

internal controls, operational processes or any of the systems or people that support them. This 

includes errors, omissions and deliberate acts, including fraud. 

As a Limited Activity regulated Company, GFFM is not required to calculate Operational Risk under 

Pillar 1 and based on the ICAAP review performed by the Company management do not consider it is 

necessary to hold Pillar 2 capital against this operational risk. 

The Company is required to apply a Fixed Overhead requirement in accordance with the EBA 

guidelines equal to one quarter of the Company’s relevant fixed annual expenditure (as was also 

required under the Chapter 3 rules), after deducting discretionary costs. 

 

Pillar 1 Fixed Overhead Requirement:    $2,409,000  

  

12. Exposures to Equities not in trading book: 
 

 The company holds the following unquoted investments as at 31 December 2018: 

Investment Balance sheet value 
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$000 

LME Holdings Limited – 25,000 “B” shares 1,834 

Comex Division of Nymex – 2 seats 100 

CBOT – 2 seats 600 

Nymex (Class A) – 2 seats 220 

 

The Company holds two seats on the New York Mercantile Exchange, Inc. (“NYMEX”), two seats on 

the Comex Division of Nymex (“COMEX”) and two seats on the Chicago Board of Trade, Inc. (“CBOT”) 

which are valued by reference to current market valuations sourced from the CME group website.  

The London Metal Exchange (“LME”) Class B shares are valued against the price set by LME Holdings 

Limited as made available on the LME website, discounted by 20%. 

 

The Company is also required to hold cash in the various CCP’s Default / Guarantee Fund 

arrangements as a condition of membership.  These Default / Guarantee Funds are re-assessed by 

the CCP’s on either a monthly or quarterly basis, with any additional funding required or excess 

funds held by the CCP being paid or returned to the Company. 

Default / Guarantee Funds contributions as at 31 December 2018: 

CCP $000’s 

LME Clear 5,543 

ICE Clear Europe 1,069 

Total 6,612 

 

13. Exposure to Interest Rate Risk on Positions not included in the Trading 

Book 

The firm has low gearing in terms of its short term borrowing requirements and has no long term 

borrowing in place.  Excess funds are held to meet the liquidity stress requirements to have liquidity 

available that may be required for margin calls. Risk management monitors any interest rate risk on 

non-trading book financial instruments, such as Treasury Bonds, managing the risk within agreed 

limits via futures contracts. 
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14. Exposure to Securitisation Positions 

The Company does not have any exposure to securitisation positions. 
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15. REMUNERATION DISCLOSURES 

Remuneration disclosures are required under CRR Part 8 (Article 450). The level of disclosure 

required is dependent on the size, internal organisation and complexity of the company’s activities.  

FCA guidance specifies four tiers and having regard to the proportionality framework tiers within 

SYSC 19A, the company considers itself to be a Tier 3 Company.  Accordingly, the Company may dis-

apply certain principles set down with FCA’s Remuneration Code.  

Governance & Remuneration Committee 

The Company’s remuneration policy is established and monitored by the Remuneration Committee. 

This policy is designed to ensure that risk taking is not encouraged other than within the parameters 

approved by the Board and together with the Company’s internal control procedures to ensure 

effective management of risk. 

The Code requires the Company to consider the processes and procedures for senior staff who are 

covered by the Code and whose professional activities have a material impact on the Company’s risk 

profile (“Code Staff”). 

Code Staff includes senior management, risk takers, staff involved in control functions and any 

member of staff receiving total remuneration that takes them into the same remuneration bracket 

as senior management and risk takers whose professional activities have a material impact on the 

Company’s risk profile. 

Fixed remuneration 

GFFM has an annual review process for staff.  Each individual employee’s performance for the 

previous year is appraised by their line manager. Fixed remuneration is benchmarked to market 

rates taking into account the level of responsibility, seniority and experience and is reviewed 

annually, taking into account conduct, market trends and performance, as well as the need to retain 

key personnel. 

Variable Remuneration 

Variable remuneration is in the form of a discretionary bonus and is dependent on various factors, 

including the Company’s profitability, business development and other non-monetary targets set by 

senior management of its parent Group.  Financial and non-financial factors are considered in the 

assessment which includes performance, conduct, facilitating the Company’s development and 

growth, teamwork and the need to retain key members of staff. 
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Aggregate quantitative information on remuneration, broken down by business area 

GFFM is a small Tier 3 Company that has only one business area.  The Company’s aggregate 

remuneration (including pension) for the year ended 31 December 2018 was $5,307,000 (2017: 

$4,565,000 as restated), excluding employer’s national insurance contributions.  

 

Aggregate quantitative information on remuneration, broken down by senior management and 

members of staff who have a material impact on the risk profile of the Company 

The Company is a level 3 firm as defined by the FCA’s remuneration code and is subject to data 

protection legislation when disclosing remuneration information. Accordingly, in view of the number 

of code staff, remuneration disclosures will be made on a limited basis as disclosure of information 

may result in individual information being easily identifiable. However, all necessary information will 

be made available to the FCA on request. 

The Company also completes a High Earners report annually to the FCA which details all individuals 

whose remuneration exceeds €1m.  For the year ended 31 December 2018 this will be a nil return. 


