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[bookmark: _Toc213206990]1. Introduction
[bookmark: _Toc213206991]1.1 Background of the Study
The financial sector has a substantial impact on the national economy of the country.  On the other hand, the non-banking financial sector provides lending, asset management and investment services. These institutions, unlike traditional banks, do not maintain deposits from customers. Rather, they depend on the capital markets as well as personal funds (Siddique, Khan and Khan, 2022). Such dependency subjects them to a number of risks, such as liquidity, credit, and operational risks. The industry is regulated by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority (PRA), which provide stability and transparency. The Close Brother Group plc is a major UK-based merchant banking group. It offers lending, deposit-taking, wealth management and securities trading services (Liu and Huang, 2022). Founded in 1878, it has acquired a reputation for disciplined financial management and high profitability during good and bad times in the market. Since the 2008 financial crisis and the economic shocks that followed (Brexit and the COVID-19 pandemic), strong risk management systems and structures have become even more crucial (Liu and Huang, 2022). Proper management of financial risks has become critical to profitability, resilience and investor confidence.

[bookmark: _Toc213206992]1.2 Research Problem and Rationale
Several studies, like Damilare et al. (2021) in their research titled “Optimizing risk management frameworks in banking: Strategies to enhance compliance and profitability amid regulatory challenges”, have examined commercial bank financial risk management, but few have examined non-banking financial firms in the UK. The literature is either multinational or focused on major retail banks. Minor yet important organisations like Close Brother go uninvestigated. The influence of risk-management practice on profitability in these organisations may reveal the UK financial ecosystem’s financial stability (Hacini, Boulenfad and Dahou, 2021). So this study is practical and intellectual. It advances scholarship by linking risk management's graphical efficacy to non-banking profitability. Managers and policymakers get actionable evidence. It improves financial controls, operational efficiency, and long-term success.
[bookmark: _Toc213206993]1.3 Research Aim and Objectives
Aim: To evaluate how financial risk management affects profitability in Close Brothers Group plc.
Objectives
· To analyse major risk types faced by the firm (credit, liquidity, market, operational).
· To examine how risk management frameworks influence financial stability and profitability.
· To assess trends in financial ratios and disclosures from 2019–2024.
· To suggest improvements for sustainable performance.
1.4 Research Questions
· How does Close Brothers manage financial risks?
· What is the relationship between risk management and profitability?
· Which risk factors most significantly influence financial performance?

[bookmark: _Toc213206994]2. Literature Review
[bookmark: _Toc213206995]2.1 Theoretical Framework
The study of financial risk management and profitability is based on numerous underlying theories which explain how institutions negotiate the twin demands of stability and return. 
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Figure 1: Theoretical Framework
Source: Self-Made
The risk–return trade-off theory suggests that the potential of high returns is usually correlated with high levels of risk exposure, and this is the property behind much of modern-day financial decision-making. It also explains why some organisations like Close Brothers must always balance growth-related aspirations with sensible risk exposure (Kumar, Thrikawala and Acharya, 2022). Modern portfolio theory (MPT), which was developed by Markowitz, builds upon this idea by arguing that diversification reduces unsystematic risk without affecting the expected returns. In the case of financial institutions, this will translate into the creation of an optimal combination of lending, investment, and liquidity buffers, which are aimed at optimising these results according to Landi et al. (2022). Agency theory adds another angle when it brings to fore the conflicts that may emerge between the management and shareholders, which may imply that poor governance or lack of proper risk management may be the triggering factor in the making of decisions that increase the vulnerability of the firm. In this regard, therefore, risk management is an efficient governance system that balances the management behaviour with that of the shareholders, hence improving financial performance (Popkova and Sergi, 2021). Besides this, Basel principles also provide an internationally recognised regulatory framework to handle credit, market, and operational risks. Even though the original concept was aimed at regulating banks, the standards have a hand in the design of internal control systems in non-bank institutions like that as Close Brothers. On the whole, these theoretical points of view contribute to the discussion of the potential to achieve profitability and sustainable growth in the context of the dynamic financial environment, based on structured risk-management strategies.
[bookmark: _Toc213206996]2.2 Financial Risk Types and Control Mechanisms
The NBFIs are faced with a range of risks that are interconnected and determine their performance path. The credit risk arises when the borrowers fail to meet their obligations, and this has a direct effect on the income and capital adequacy. Close Brothers has tight credit selection and provisions to guard returns. Being an NBFI which depends on market financing, there is a risk of liquidity which can limit lending or sell assets (Kiptoo et al., 2021). There are operational risks (system failures or compliance violations) and market risks (interest rate and price fluctuations) that pose threats to reputation and assets, respectively. These risks are regulated by the FCA and PRA, and Close Brothers uphold the standards in excellent governance, internal audit, stress testing, and capital buffers, which means that the financial stability is not compromised under the acceptable regulatory regulation (Aldubhani et al., 2022). There is empirical support that strong internal controls reduce volatility and help to create stable profitability (Feng and Qu, 2022). But overly conservative strategies can strangle competitiveness in dynamic markets, and this explains why there should be a balanced strike between caution and opportunity.
[bookmark: _Toc213206997]2.3 Relationship between Risk Management and Profitability
Empirical investigations of the junction between risk management and profitability provide inconclusive results. Researchers like Alabdullah (2022) have found that there is a positive correlation between the structured risk-management practices and the profitability of firms, especially in financial institutions with disciplined governance. On the other hand, other studies highlight a trade-off effect, in which excess risk aversion will reduce innovation and income-generation (Al Zaidanin and Al Zaidanin, 2021). In the UK context, financial companies which embraced the diversified risk structure after 2008 exhibited increased stability in returns, though at the expense of having reduced revenue growth. However, in the case of non-banking institutions, the trend is more complicated: NBFIs that effectively manage their liquidity can be better managed in case of market stress, but those that are too much exposed to credit or operational risks are characterised by greater profit volatility (Murugan, T and Marappan, 2023). Over-hedging has the ability to stifle margins, whereas under-hedging subjects firms to shocks. As a result, successful profitability depends not only on risk mitigation but also on the exposure to the risk versus the profitability of the firm. Such a subtle relationship is the reason why the long-term stability of Close Brothers, despite the disruption of the market, is an elusive case that can be analysed as the operational realities in the theoretical postulations.
[bookmark: _Toc213206998]2.4 Research Gap and Justification
Although there is a spread of studies on financial risk and profitability, most of the studies pertain to commercial banks; hence, the UK non-bank financial institutions are relatively under-researched. The literature of the present time tends to focus solely on quantitative ratio analysis, thus failing to appreciate the qualitative information that can be gained through corporate disclosures (Mirza et al., 2023). In addition, the UK financial environment after Brexit and the development of capital adequacy standards have transformed the existing picture, and previous results have lost their significance. This paper discusses this gap by combining qualitative research on the disclosures on risk-management with quantitative analysis of financial performance information of Close Brothers Group plc in 2019-2024. The two-method model brings a better understanding of the relationship between the institutional culture, governance, and regulatory fit into profitability (Rahman, Reza and Alam, 2024). Through its conceptual and empirical nature, the study not only adds to the academic literature but also provides practical information to those who are interested in strengthening financial resilience within the non-banking sector of the UK.

[bookmark: _Toc213206999]3. Methodology
In this section, the researcher explains how this study was structured and justified according to the Research Onion model proposed by Saunders. Every concentric ring of the onion makes a methodological choice, which supports a consistent, logically sound, and scholarly study (Tömöri, Lakatos and Mártha, 2021). The paper utilises a case study that is case-based and uses secondary data to evaluate the nexus between financial risk management and the profitability of the Close Brothers Group plc.
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Figure 2: Research Onion model
Source: (Caby, Ziane and Lamarque, 2022)
[bookmark: _Toc213207000]3.1 Research Philosophy
The positivist research emphasises objective observation and quantitative facts. Positivism holds that factual evidence may be used to analyse social and financial truths that are not subjective. The investigation will use available data and numerical performance metrics, supporting this philosophical perspective. Secondary data, like yearly reports and financial disclosures, helps researchers evaluate current trends without prejudice (Caby, Ziane and Lamarque, 2022). The positivist model examines the relationship between previously established factors, such as risk management and profitability. Positivism enhances replicability, so other researchers can replicate the results using the same datasets. The research is factual, methodological, and evidence-based management research.

[bookmark: _Toc213207001]3.2 Research Approach
A deductive methodology is used, which moves out of the theoretical constructions to emphasise. Therefore, the conceptual basis of the problem is the existing theories, such as the risk-return trade-off, the agency theory, and the modern portfolio theory (Caby, Ziane and Lamarque, 2022). These theories generate implicit hypotheses that are tested through the trends of the secondary data. The deductive methodology ensures the soundness of the deduced inferences as opposed to mere speculations. An example of this is that, as theory indicates, in case the risk management improves stability and profitability, then this relationship ought to be reflected in the financial performance measures and disclosures in the firm.

[bookmark: _Toc213207002]3.3 Research Strategy
The study follows a case-study approach with the focus on the Close Brothers Group plc. The case studies provide rich contextual information that would be missed by the larger quantitative surveys. The data offered by Close Brothers is wide in scope and open, which makes it suitable to study the operationalisation of risk practices in a non-banking and real-world setting (Alabdullah et al., 2021). This approach cares more about the depth than the breadth, as it allows development of a subtle understanding of the internal mechanisms, but not the superficial cross-firm comparative analysis. It also meets the needs of Level-7 academic criteria of analysis and exploration based on context.

[bookmark: _Toc213207003]3.4 Methodological Choice and Design
The research adopts both qualitative and quantitative study designs within a secondary-data approach. The quantitative element examines the important profitability ratios, including Return on Assets (ROA), Return on Equity (ROE) and Net Interest Margin (NIM), thus providing the objective measures of financial performance by the end of the period. The qualitative part will be content analysis of annual reports, focusing on areas that present risk governance, control strategy and strategic commentary of the management (Alabdullah et al., 2021). The combination of the two evidentiary forms allows the triangulation process, in other words, the comparison of financial results and management stories to identify recurring themes. The combination of these two techniques enhances validity since the combination captures both quantitative and qualitative aspects of the risk management-profitability relationship.

[bookmark: _Toc213207004]3.5 Time Horizon
The study takes a cross-sectional time frame, looking at five financial years (between 2019 and 2024). This period summarises the post-Brexit acclimatisation process, COVID-19 shocks, and market recovery, hence providing a more balanced time frame to examine how external shocks played out on internal risk strategies.

[bookmark: _Toc213207005]3.6 Data Collection and Analysis
The information was obtained through the annual reports of Close Brothers, publications of the FCA and trusted financial media resources. The analytical process will consist of two stages: 
· Thematic analysis of qualitative disclosures to identify the patterns of recurrence in the practices of risk management (Damilare et al., 2021).  
· Ratio analysis to track the performance and stability of profitability. Such a synthesis of both of these methodologies helps to produce harmonious and evidence-based information that is consonant with theoretical anticipations.

[bookmark: _Toc213207006]3.7 Ethical Considerations
The research utilises all data that are publicly available and ethically obtained. Citation is based on the UWTSD Harvard style, and thus, it protects the accuracy, transparency, and intellectual property (Xu, Sun and Wang, 2024). No personal or intellectual property was used, and this made the study low-risk and in full compliance with the institutional ethics.

[bookmark: _Toc213207007]4. Expected Findings
The study should show that well-developed and strong risk-management systems are the main determinants affecting financial stability and profitability in non-bank financial organisations. Close Brother Group plc's prudent lending and capital allocation will always sacrifice short-term gains for long-term viability (Xu, Sun and Wang, 2024). Despite the company's avoidance of high-risk, high-return prospects, its strict governance and good liquidity position may keep it profitable even in difficult economic times. Due to their direct effects on lending capacity, interest margins, and financing efficiency, credit and liquidity risk are projected to be the most motivating factors affecting profitability. Thematic disclosure analysis may highlight the impact of proactive monitoring and regulatory alignment on investor confidence and performance (Zhu et al., 2022). Financial-ratio trends and qualitative data will assist the research in balancing Close Brothers' risk culture and its quantitative effects. Finally, the results will show that wise risk management can eliminate losses and boost profitability and confidence in the UK's non-banking financial environment, which will benefit educational and strategic practice.

[bookmark: _Toc213207008]5. Limitations
This study is solely based on secondary data, hence limiting the capacity to internalise the managerial perspectives, internal decision making and perceptions of risk, which have subjective interpretations. The single-case design also restricts generalisation to other non-banking institutions because the structure and culture of Close Brothers might not be similar to their counterparts (Murugan, T and Marappan, 2023). Also, there might be reporting bias in the disclosure of the company, which can affect the objectivity of the results, as the annual reports tend to focus on good performance. Lastly, time and access limitations do not allow for making a general sectoral comparison or carrying out primary data collection. Irrespective of such shortcomings, the research has rigour in its analysis via triangulation and a clear assessment of published evidence.

[bookmark: _Toc213207009]6. Timeframe
	Weeks
	Activity / Phase
	Description

	1–2
	Topic Finalisation and Literature Search
	Confirm research focus, identify gaps, and gather preliminary academic sources.

	3–5
	In-depth Literature Review
	Critically analyse theories and prior studies to establish a conceptual framework.

	6–8
	Methodology Design and Data Collection
	Develop research onion layers, finalise case study design, and collect secondary data.

	9–11
	Data Analysis and Synthesis
	Conduct ratio and thematic analysis; integrate quantitative and qualitative insights.

	12–14
	Draft Writing and Supervisor Feedback
	Write full proposal draft and refine based on supervisor’s comments.

	15–16
	Final Editing, Proofreading, and Submission
	Review structure, polish language, and prepare final submission.




Gantt chart: 
[image: ]
Figure 3: Gantt chart
Source: Self-Made
[bookmark: _Toc213207010]7. Conclusion
This study seeks to fill the gap in the knowledge base that is available in the theoretical studies of financial risk management with its applications in the non-banking financial sector of UK. It contributes an academic input to the argument on the role of structured risk structures on institutional stability and returns by focusing on Close Brothers Group plc. The study also has a significant managerial significance, as it provides information to executives who strive to balance the exposure to risks with profitability by making evidence-based decisions (Feng and Qu, 2022). The ability to use secondary data supports the viability, dependability, and clarity of the research and thus makes it comply with the current ethical principles. Therefore, the proposal outlines a specific, practical, and consequential investigation that is both theoretical and practical in nature and meaning.
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