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A Study on the Application to change of

IFRS 9: Financial Instruments

Chung, Ho-Jun*

— |1 ABSTRACT

This paper examines the practical review and study on change of IFRS 9: Financial
Instruments which has been resulted from credit crunch in 2008 and EU fiscal crisis since
2010, specially from the viewpoint of financial Institutes or banking industry in Korea.

Findings are as follws. First, it was found that application of new standard to
simplify the classfication of financial instruments is practically difficult for banks to jusify
the qualification of business model or characteristics of contractual cash flow in case of
sales of loans or other financial instruments and liquidation of them through SPC,

Second, several impairment regulation suggested in exposure draft since 2009 might
have conflict for banks to apply for their practice without fully understanding on their
financial reporting system, risk management system and so on.

Finally, the finding shows that suggested change of hedge accounting may help
banks’ own hedge practice and risk management strategies into accouting process by
loosing the effective test, complexity of application and adopting of rebalancing concept
for continuous hedge accounting,

This paper is meaningful to pre-examine the changing direction of financial instruments
standard researched by both IASB and FASB for years and to review on potential issues

and lesson learned when financial institutes and banking industry in Korea,

Key Words : Change of TFRS 9, Financial Instruments

* KICPA of Samil PricewaterhouseCoopers
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