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ATLANTIC EQUITIES LLP 

 

Pillar 3 Disclosure 

As at 31 March 2009 

 
 

 
Atlantic Equities LLP (the “Firm”) was formed in England and Wales on 19 May 2003 and is 

authorised and regulated by the Financial Services Authority (the “FSA”). The Firm provides research 

and brokerage execution services in North American equity securities to its institutional clients. 

 

The Firm is categorised as a limited licence firm by the FSA for capital purposes.  It reports on a 

stand-alone basis. 

 

Pillar 3 disclosure fulfils the Firm’s obligation to disclose to market participants key pieces of 

information on a firm’s capital, risk exposures and risk assessment processes.  

 

 

I. RISK MANAGEMENT OBJECTIVES AND POLICIES 

 
The Partners of the Firm determine its business strategy and the risk appetite.  The Chief Operating 

Officer and the Compliance Officer have designed and implemented a risk management framework 

that recognizes the risks that the business faces.  The Partners also determine how those risks may be 

mitigated and assess on an ongoing basis the controls and procedures necessary to manage those risks. 

The Partners meet on a regular basis and discuss projections for profitability, liquidity, regulatory 

capital, business planning and risk management. 

 

As a research provider and broker, the Firm considers the following as key risks to its business: 

 

Business risk – This risk represents a fall in the number of clients, a fall in trading volumes or the loss 

of key staff which may reduce the fee income earned by the Firm and hinder its ability to finance its 

operations and reimburse its expenses. 

 

Operational risk – This risk covers a range of operational exposures from the risk of trading errors to 

the risk of a failure to record all research disseminated and the associated revenue.  Legal and 

reputational risks are also included within the category of operational risk. 

 

Credit risk – This risk relates to the exposure to the Firm for non-payment for research or other 

services and counterparty exposure to the Firm’s clients in delivery versus payment transactions (the 

Firm being responsible for all client sales and purchases until settlement is effected).  

 

Market risk - The risk is the exposure to foreign exchange fluctuations due to fees being denominated 

in currencies other than sterling or the risk of a lower valuation on equity securities resulting in lower 

commission levels.  

 

The above risks are assessed and mitigated as part of the Internal Capital Adequacy Assessment 

Process (”ICAAP”). 
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II. CAPITAL RESOURCES 

 

The capital resources of the business comprise Tier 1 capital with no deductions. 

 

As a limited licence firm the capital resources requirement is calculated as the total of Pillar 1 and 

Pillar 2 capital.  

 

Pillar 1 capital is the greatest of: 

1. a base capital requirement of Euro 50,000; 

2. the sum of market and credit risk requirements; and 

3. the Fixed Overhead Requirement (“FOR”). 

 

Pillar 2 capital is calculated by the Firm as representing any additional capital to be maintained against 

any risks not adequately covered under the requirement in Pillar 1 as part of its ICAAP. 

 

It is the Firm’s experience that its capital requirement normally consists of the FOR, although market 

and credit risks are reviewed monthly. The Firm applies a standardised approach to credit risk, 

applying 8% to the Firm’s risk weighted exposure amounts, consisting mainly of brokerage and 

research fees due but not paid, and bank balances. Having performed the ICAAP it is the Firm’s 

opinion that no additional capital is required in excess of its Pillar 1 capital requirement. 

 

As at 31 March 2009 the Firm’s regulatory capital position was: 

 

Capital Item £000 

Tier 1 Capital: Members’ Capital and Audited Reserves 812 

Total Capital Resources Requirement for 2009/10 622 

 

            

III. MANAGEMENT OF THE ICAAP  

 
The approach of the Firm to assessing the adequacy of its internal capital to support current and future 

activities is contained in the ICAAP. This process includes an assessment of the specific risks to the 

Firm and the internal controls in place to mitigate those risks.  Finally, an assessment is made of the 

probability of occurrence and the potential impact, in order to arrive at a level of required capital, as 

relevant. The Firm stress tests future impact by considering the Firm’s financial forecasts and its 

breakeven point. 

 

The Firm’s ICAAP is formally reviewed by the Partners approximately every 6 months, but will be 

revised should there be any material changes to the Firm’s business or risk profile. 

 

 

 

 

 

 

 


