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A gain or loss on a financial asset or financial liability that is measured at fair value shall be

recognised in profit or loss unless:

@ it is part of a hedging relationship (see paragraphs 6.5.8-6.5.14 and, if applicable,
paragraphs 89-94 of 1AS 39 for the fair value hedge accounting for a portfolio hedge of

interest rate risk);

(b) it is an investment in an equity instrument and the entity has elected to present gains and
losses on that investment in other comprehensive income in accordance with paragraph

5.7.5;

(©) it is a financial liability designated as at fair value through profit or loss and the entity is
required to present the effects of changes in the liability’s credit risk in other comprehensive

income in accordance with paragraph 5.7.7; or

(d) it is a financial asset measured at fair value through other comprehensive income in
accordance with paragraph 4.1.2A and the entity is required to recognise some changes in

fair value in other comprehensive income in accordance with paragraph 5.7.10.
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5.7.8

5.7.8

5.7.9

5.7.9

7.1.2
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An entity shall present a gain or loss on a financial liability that is designated as at fair value through

profit or loss in accordance with paragraph 4.2.2 or paragraph 4.3.5 as follows:

(@) The amount of change in the fair value of the financial liability that is attributable to
changes in the credit risk of that liability shall be presented in other comprehensive income

(see paragraphs B5.7.13-B5.7.20), and

(b) the remaining amount of change in the fair value of the liability shall be presented in profit

or loss

unless the treatment of the effects of changes in the liability’s credit risk described in (a) would create
or enlarge an accounting mismatch in profit or loss (in which case paragraph 5.7.8 applies).
Paragraphs B5.7.5-B5.7.7 and B5.7.10-B5.7.12 provide guidance on determining whether an

accounting mismatch would be created or enlarged.
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If the requirements in paragraph 5.7.7 would create or enlarge an accounting mismatch in profit or
loss, an entity shall present all gains or losses on that liability (including the effects of changes in the

credit risk of that liability) in profit or loss.
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Despite the requirements in paragraphs 5.7.7 and 5.7.8, an entity shall present in profit or loss all gains and
losses on loan commitments and financial guarantee contracts that are designated as at fair value through

profit or loss.
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Despite the requirements in paragraph 7.1.1, for annual periods beginning before 1 January 2018, an entity
may elect to early apply only the requirements for the presentation of gains and losses on financial liabilities
designated as at fair value through profit or loss in paragraphs 5.7.1(c), 5.7.7-5.7.9, 7.2.14 and
B5.7.5-B5.7.20 without applying the other requirements in this Standard. If an entity elects to apply only



7.2.14

7.2.14

7.2.15

7.2.15

those paragraphs, it shall disclose that fact and provide on an ongoing basis the related disclosures set out in

paragraphs 10-11 of IFRS 7 (as amended by IFRS 9 (2010)). (See also paragraphs 7.2.2 and 7.2.15.)
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At the date of initial application, an entity shall determine whether the treatment in paragraph 5.7.7 would
create or enlarge an accounting mismatch in profit or loss on the basis of the facts and circumstances that
exist at the date of initial application. This Standard shall be applied retrospectively on the basis of that

determination.
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Despite the requirement in paragraph 7.2.1, an entity that adopts the classification and measurement
requirements of this Standard (which include the requirements related to amortised cost measurement for
financial assets and impairment in Sections 5.4 and 5.5) shall provide the disclosures set out in paragraphs
421-420 of IFRS 7 but need not restate prior periods. The entity may restate prior periods if, and only if, it
is possible without the use of hindsight. If an entity does not restate prior periods, the entity shall recognise
any difference between the previous carrying amount and the carrying amount at the beginning of the annual
reporting period that includes the date of initial application in the opening retained earnings (or other
component of equity, as appropriate) of the annual reporting period that includes the date of initial
application. However, if an entity restates prior periods, the restated financial statements must reflect all of
the requirements in this Standard. If an entity’s chosen approach to applying IFRS 9 results in more than one
date of initial application for different requirements, this paragraph applies at each date of initial application
(see paragraph 7.2.2). This would be the case, for example, if an entity elects to early apply only the
requirements for the presentation of gains and losses on financial liabilities designated as at fair value
through profit or loss in accordance with paragraph 7.1.2 before applying the other requirements in this

Standard.
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B5.7.13

B5.7.13

B5.7.14

B5.7.14

B5.7.15

B5.7.15
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IFRS 7 defines credit risk as ‘the risk that one party to a financial instrument will cause a financial loss for
the other party by failing to discharge an obligation’. The requirement in paragraph 5.7.7(a) relates to the
risk that the issuer will fail to perform on that particular liability. It does not necessarily relate to the
creditworthiness of the issuer. For example, if an entity issues a collateralised liability and a
non-collateralised liability that are otherwise identical, the credit risk of those two liabilities will be different,
even though they are issued by the same entity. The credit risk on the collateralised liability will be less than
the credit risk of the non-collateralised liability. The credit risk for a collateralised liability may be close to
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For the purposes of applying the requirement in paragraph 5.7.7(a), credit risk is different from
asset-specific performance risk. Asset-specific performance risk is not related to the risk that an entity will
fail to discharge a particular obligation but instead it is related to the risk that a single asset or a group of

assets will perform poorly (or not at all).

T;,J;F,ﬂé*j; T EAh YR 2 )

@ %90 F % cRRRE RARTHL R R E AP RT AL Fo0E BAL
L RS A :\gi@f«ﬁ%z%zm TR
k' o

(b) f—é%ﬁﬂ%%”%ﬁ&Tﬂﬁﬁiéw R A R AR
. VZm A BE - i Al A FRT AR
2T A EARIE o WO BRET A A A
A F 0 f LS R B
AR RS R B BB AT AR

The following are examples of asset-specific performance risk:
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@) a liability with a unit-linking feature whereby the amount due to investors is contractually
determined on the basis of the performance of specified assets. The effect of that unit-linking

feature on the fair value of the liability is asset-specific performance risk, not credit risk.

(b) a liability issued by a structured entity with the following characteristics. The entity is legally
isolated so the assets in the entity are ring-fenced solely for the benefit of its investors, even in the
event of bankruptcy. The entity enters into no other transactions and the assets in the entity cannot
be hypothecated. Amounts are due to the entity’s investors only if the ring-fenced assets generate
cash flows. Thus, changes in the fair value of the liability primarily reflect changes in the fair
value of the assets. The effect of the performance of the assets on the fair value of the liability is

asset-specific performance risk, not credit risk.

B5.7.16 nﬁ“‘577&@%{»5Whii@aTﬂﬁﬁi—%iéﬁ§%12&¥E
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B5.7.16 For the purposes of applying the requirement in paragraph 5.7.7(a), an entity shall determine the amount of
change in the fair value of the financial liability that is attributable to changes in the credit risk of that
liability either:

@) as the amount of change in its fair value that is not attributable to changes in market conditions

that give rise to market risk (see paragraphs B5.7.17 and B5.7.18); or

(b) using an alternative method the entity believes more faithfully represents the amount of change in

the liability’s fair value that is attributable to changes in its credit risk.
B5.7.17 ¥R Hh g2 iirﬂ%;‘ﬁ:%‘@% ¢ #%;ﬁ%ﬁw T - ¥z A1 iR B R
R TR S

B5.7.17 Changes in market conditions that give rise to market risk include changes in a benchmark interest rate, the
price of another entity’s financial instrument, a commodity price, a foreign exchange rate or an index of

prices or rates.
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B5.7.18 If the only significant relevant changes in market conditions for a liability are changes in an observed

(benchmark) interest rate, the amount in paragraph B5.7.16(a) can be estimated as follows:

@) First, the entity computes the liability’s internal rate of return at the start of the period using the
fair value of the liability and the liability’s contractual cash flows at the start of the period. It
deducts from this rate of return the observed (benchmark) interest rate at the start of the period, to

arrive at an instrument-specific component of the internal rate of return.

(b) Next, the entity calculates the present value of the cash flows associated with the liability using
the liability’s contractual cash flows at the end of the period and a discount rate equal to the sum
of (i) the observed (benchmark) interest rate at the end of the period and (ii) the

instrument-specific component of the internal rate of return as determined in (a).

(c) The difference between the fair value of the liability at the end of the period and the amount
determined in (b) is the change in fair value that is not attributable to changes in the observed
(benchmark) interest rate. This is the amount to be presented in other comprehensive income in

accordance with paragraph 5.7.7(a).
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B5.7.19 The example in paragraph B5.7.18 assumes that changes in fair value arising from factors other than
changes in the instrument’s credit risk or changes in observed (benchmark) interest rates are not significant.
This method would not be appropriate if changes in fair value arising from other factors are significant. In
those cases, an entity is required to use an alternative method that more faithfully measures the effects of
changes in the liability’s credit risk (see paragraph B5.7.16(b)). For example, if the instrument in the

example contains an embedded derivative, the change in fair value of the embedded derivative is excluded

13



in determining the amount to be presented in other comprehensive income in accordance with paragraph

5.7.7(a).
B5.7.20 ety 2 i EHE  EFEALEFAAGEREY TEFE AL LG R
Bty 2 GRS FHITH T EEN N BTk LR E AT RRE N BT

Bl it @ % o

B5.7.20 As with all fair value measurements, an entity’s measurement method for determining the portion of the
change in the liability’s fair value that is attributable to changes in its credit risk must make maximum use of

relevant observable inputs and minimum use of unobservable inputs.
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If the entity has designated a financial liability as at fair value through profit or loss in accordance with
paragraph 4.2.2 of IFRS 9 and is required to present the effects of changes in that liability’s credit risk in

other comprehensive income (see paragraph 5.7.7 of IFRS 9), it shall disclose:

@) the amount of change, cumulatively, in the fair value of the financial liability that is attributable
to changes in the credit risk of that liability (see paragraphs B5.7.13-B5.7.20 of IFRS 9 for

guidance on determining the effects of changes in a liability’s credit risk).

(b) the difference between the financial liability’s carrying amount and the amount the entity would

be contractually required to pay at maturity to the holder of the obligation.

(c) any transfers of the cumulative gain or loss within equity during the period including the reason

for such transfers.

(d) if a liability is derecognised during the period, the amount (if any) presented in other

comprehensive income that was realised at derecognition.
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(b) Zapf ftke EREZEENINIFREGRAGS G2 £5 0 3
R A

If an entity has designated a financial liability as at fair value through profit or loss in accordance with
paragraph 4.2.2 of IFRS 9 and is required to present all changes in the fair value of that liability (including
the effects of changes in the credit risk of the liability) in profit or loss (see paragraphs 5.7.7 and 5.7.8 of
IFRS 9), it shall disclose:

@ the amount of change, during the period and cumulatively, in the fair value of the financial
liability that is attributable to changes in the credit risk of that liability (see paragraphs
B5.7.13-B5.7.20 of IFRS 9 for guidance on determining the effects of changes in a liability’s

credit risk); and

(b) the difference between the financial liability’s carrying amount and the amount the entity would

be contractually required to pay at maturity to the holder of the obligation.
EETRIG
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The entity shall also disclose:

€) a detailed description of the methods used to comply with the requirements in paragraphs 9(c),
10(a) and 10A(a) and paragraph 5.7.7(a) of IFRS 9, including an explanation of why the method

is appropriate.

(b) if the entity believes that the disclosure it has given, either in the statement of financial position
or in the notes, to comply with the requirements in paragraph 9(c), 10(a) or 10A(a) or paragraph
5.7.7(a) of IFRS 9 does not faithfully represent the change in the fair value of the financial asset
or financial liability attributable to changes in its credit risk, the reasons for reaching this

conclusion and the factors it believes are relevant.
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a detailed description of the methodology or methodologies used to determine whether presenting
the effects of changes in a liability’s credit risk in other comprehensive income would create or
enlarge an accounting mismatch in profit or loss (see paragraphs 5.7.7 and 5.7.8 of IFRS 9). If an
entity is required to present the effects of changes in a liability’s credit risk in profit or loss (see
paragraph 5.7.8 of IFRS 9), the disclosure must include a detailed description of the economic

relationship described in paragraph B5.7.6 of IFRS 9.
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