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IFRS 9 year-end challenges for banks
The story that hasn’t been told yet: What's driving the changes in ECL?

1. Disclosure expectations
Regulators, investors and 
analysts are expecting to 
see detailed disclosures 
on the impact of ECL. 
Banks are likely to find this 
challenging: mainly 
because it may be difficult 
to generate the data for 
the disclosures but also 
due to new judgements 
introduced by IFRS 9 – e.g. 
macroeconomic forecasts.

2. Comparability 
Analysts are expected to 
benchmark and compare 
extensively between 
banks this year because 
this is the first time 

they’ve seen this new 
information. If you’re an 
outlier compared to your 
peers, you’ll need to be 
prepared to answer some 
searching questions when 
you go to market with 
your results…

3. Articulating credit risk
Users of financial 
statements are expected 
to differentiate between 
banks by comparing key 
credit risk information –
e.g. PD and LGD. Without 
clear explanations of ECL 
policies and methodology, 
there’s a risk that users 
will misinterpret how the 

bank manages its credit 
risk, which could have 
adverse consequences –
for example, impacting 
analysts’ decisions. 

4. Fully loaded capital?
IFRS 9 capital transition 
arrangements allow 
European banks to spread 
the first-year retained 
earnings impact of 
transitioning to IFRS 9. 
This is seen by many 
investors and analysts as 
a ‘let-off’, and they will be 
looking closely at the fully 
loaded capital impact. 
European law requires this 
to be disclosed.

BREXIT – Banks need to make a preliminary 
announcement on ECL before the UK leaves 
the EU on 29 March 2019. Predicting the 
impact will be hard...

DECL – The UK Taskforce for Disclosures on 
Expected Credit Losses (DECL) will soon 
issue its draft principles. The top seven 
largest UK banks will comply, but the 
findings are likely to quickly become 
industry best practice globally...

LIBOR TRANSITION – All LIBOR (e.g. £ and 
US$) will be discontinued from 2021. 
Addressing the related accounting issues 
will be a huge project for banks, covering 
hedge accounting, valuation and more…
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It’s not all about IFRS 9: 
Stay focused on IFRSs 15 and 16!
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