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Disclaimer

 This presentation is being made by Kyle Rudden of KR Services Limited (“the presenter”).
This presentation does not constitute professional advice or create a contractual
relationship between Participant and the presenter or any of the organizations with which
he may be affiliated.

 Neither the presenter nor KR Services make any representation or warranty concerning
ideas, judgments, opinions, projections, analyses or estimates which the presenter
provides to Participant.

 Any decision Participant may make to rely on such ideas, judgments, opinions,
projections, analyses or estimates provided as part of this presentation shall be at
Participant’s own risk and Participant shall, in its sole discretion, decide to accept or reject
or modify any ideas, judgments, opinions, projections, analyses or estimates provided,
and all decisions made or actions taken or not taken shall be the sole responsibility of the
Participant who shall make an independent analysis thereof with Participant's own
professional advisers.

 Neither the presenter nor KR Services, assumes any liability whatsoever, whether explicit
or implied, with respect to any part of this Presentation or with respect to any oral
statement, including but not limited, to any facts, circumstances, assumptions,
judgments, opinions, projections, analyses or estimates as may be contained in this
Presentation. Where any information and statistics are quoted from any external source,
such information or statistics should not be interpreted as having been adopted or
endorsed by the presenter or KR Services as being comprehensive or accurate.
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Objective

 Outline Key IFRS 9 Principles for Lenders

 Banks, Credit Unions, HP providers …

 Trade receivables too!

 Consider Caribbean Issues

 Data, Resources, Legislation …
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IFRS 9 Overview

 Effective 1 Jan 2018

 … 1Jan2017 comparatives!

 Response to Global Financial Crisis

 Financial Instruments (replaces IAS39)

 Recognition / Measurement

 Expected vs Incurred Losses

 Hedge Accounting
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Expected Credit Losses (ECL)

 Example

 Rural Microfinance Company

 Average loan losses 5%

 Average loss on a non-performing loan 40%

 $8,000 loans are performing

 $2,000 loans are non-performing



Simple Example

Loan Type Good Bad Total

Loss % 5% 40%

Loans 8,000 2,000 10,000

Incurred Losses - (800) (800)

IAS 39 B/S 8,000 1,200 9,200

Loans 8,000 2,000 10,000

Expected Losses (400) (800) (1,200)

IFRS 9 B/S 7,600 1,200 8,800
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ECL – For ALL Loans

 Based on

 Discounted present value of future cashflows
under different scenarios, including a default
scenario * probability of each scenario.

 “all reasonable and supportable information”

 “available at the reporting date without undue
cost or effort”

 “about past events, current conditions and
forecasts of future economic conditions.”
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ECL At Each Reporting Date

 Hold full ECL
 Trade Receivables

 Loans whose credit risk has increased

 Hold 12 month ECL
 Loans whose credit risk has NOT significantly

increased since inception

 [proportion of ECL that relates to defaults in next 12
months = more complicated than it sounds]

 More complicated for renegotiated loans, loans
that were credit impaired on origination.
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Issues

 Modelling past loss patterns

 Identifying and tracking credit risk history

 Building & testing credit risk models

 Limited consumer and corporate rating

 ECL calculations on inception

 Taxation

 Capital / Regulatory Conflict

 Reduced national development

 Sovereign Debt
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Discussions
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