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accounting for financial instruments, including classification and measurement, impairment of financial
assets and general hedge accounting.
IFRS 9 includes amended guidance for the classification and measurement of financial assets,
sets out a new impairment model (which will result in earlier recognition of losses), and aligns
hedge accounting more closely with risk management. No changes were introduced to the scope
of the standard and for the classification and measurement of financial liabilities, except for the
recognition of changes in own credit risk in other comprehensive income for liabilities designated
at fair value through profit or loss.
IFRS 9 will be effective for annual periods beginning on or after 1 January 2018, subject to
endorsement in certain territories.
This publication focuses on the new guidance in IFRS 9 and the questions that might arise when
applying it to financial instruments held by investment funds, private equity funds and real estate funds,
as well as to investments in an investment fund held by an investor. The main areas covered in this
publication relate to the classification and measurement of financial assets. Further guidance on the
new impairment model is included in our publication 'In depth – IFRS 9: Expected credit losses'. The
general hedging model is covered in the 'General hedge accounting Practical guide' and explained in
more detail in the publication ‘IFRS 9: Hedging in practice – Frequently asked questions’. See page 32
for further useful publications.
This document is not meant to be prescriptive, but is aimed at providing guidance on how the
requirements of IFRS 9 could be applied under different scenarios. This publication is not a substitute
for reading the standards and interpretations themselves or for professional judgement as to fairness of
presentation. It does not cover all possible requirements and issues arising while applying the new
provisions, nor does it take account of any specific legal framework. Further specific information might
be required in order to ensure fair presentation under IFRS.
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Background
On 24 July 2014 a complete version of IFRS 9, ‘Financial Instruments’, was issued.
IFRS 9 will replace IAS 39 in its entirety. The new standard is applicable for annual
periods beginning on or after 1 January 2018. Earlier application is permitted.
The objective of IFRS 9, ‘Financial Instruments’
IFRS 9 sets out the requirements for recognising and measuring financial assets,
financial liabilities and some contracts to buy and sell non-financial items. The
objective of the standard is to establish principles for the financial reporting of
financial assets and financial liabilities that provide users of financial statements
with relevant and useful information for their assessment of the amounts, timing
and uncertainty of an entity’s future cash flows. [IFRS 9 para 1.1].
Reflecting the IASB’s view that the requirements for classification and
measurement are the foundation of a standard on accounting for financial
instruments, IFRS 9 builds on a principle-based classification model, which
considers the business model for managing the financial assets and the financial
asset’s contractual cash flow characteristics. [IFRS 9 paras IN6(a) and IN7].
The impairment requirements under IFRS 9 are based on a forward-looking model
that is applied to all financial instruments that are subject to impairment
accounting. Under this approach, it is no longer necessary for a credit event to have
occurred before credit losses are recognised, because it requires an entity to
recognise expected credit losses and changes in those expected credit losses on its
financial assets and commitments to extend credit. [IFRS 9 paras IN6(b) and IN9].
Specifically, IFRS 9 requires an entity to base the measurement of expected credit
losses on reasonable and supportable information that is available without undue
cost or effort, and that includes historical, current and forecast information. Hence,
entities are required to consider broader information when determining
expectations of credit losses. [IFRS 9 para 5.5.17].
The treatment of financial liabilities is carried forward essentially unchanged from
IAS 39 to IFRS 9. Consequently, most financial liabilities will continue to be
measured at amortised cost. However, IFRS 9 also includes the fair value option
known from IAS 39, which permits entities to elect to measure financial liabilities
at fair value through profit or loss if particular criteria are met. To address the socalled ‘own credit issue’ – which leads to counterintuitive effects where an entity’s
own credit risk changes – IFRS 9 requires changes in the fair value of an entity’s
own credit risk to be considered in other comprehensive income. [IFRS 9 para
5.7.7].
This publication focuses on questions and answers relating to the application of
IFRS 9 for investment funds, private equity funds and real estate funds, as well as
for asset managers and investors in investment fund structures.
Where to look for additional information
There are several publications available that cover the provisions of IFRS 9. Please
refer to page 29 for a list of available publications or visit the website:
https://inform.pwc.com/.
PwC's IFRS Manual of accounting provides expert interpretation and practical
guidance on the IFRSs issued by the International Accounting Standards Board
(IASB).
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Scope of IFRS 9
IFRS 9 applies to all entities and to all types of financial instruments, and thus to
investment funds as well. However, paragraph 2.1 of IFRS 9 outlines some
exceptions to the general principle. Overall, there are no changes to the principles
already applicable under IAS 39.

Q.A1 Interest in an investment fund that is controlled by another entity
Company A has determined that it controls Fund B in accordance with IFRS 10.
Does IFRS 9 apply to an interest in an investment fund that is controlled by the
entity in accordance with IFRS 10?
It depends. If company A (parent company) meets the definition of an investment
entity, investments in an investment fund are accounted for in accordance with
IFRS 9. However, if company A does not meet the definition of an investment
entity, the interest in a subsidiary is exempt from applying IFRS 9 in its separate
financial statements. [IFRS 9 para 2.1(a)].
Q.A2 Amounts attributable to investors puttable at the discretion of the
investor – fund’s perspective
Fund B issues redeemable participating units that are redeemable at the investor’s
discretion at any time.
Should an investment fund with puttable instruments apply IFRS 9 to the amounts
attributable to investors?
It depends. If the puttable instruments issued by the investment fund meet the
requirements in paragraphs 16A to 16B of IAS 32, the amounts attributable to
investors are equity. However, if the puttable instruments do not meet the
requirements in paragraphs 16A to 16B of IAS 32, the amounts attributable to
investors are presented as financial liability, and thus IFRS 9 applies. [IFRS 9
para 2.1(d)].
Note that the same applies to closed-ended funds that meet the requirements in
paragraphs 16C to 16D of IAS 32.
Where to look for additional information
The publication ‘A practical guide for investment funds on IAS 32
amendments’ addresses the questions that arise in applying the
amendments to IAS 32 and IAS 1, 'Puttable financial instruments and
obligations arising on liquidation'.
A practical guide for investment funds on IAS 32 amendments (issued
December 2013)
(https://inform.pwc.com/inform2/show?action=informContent&id=0901184602191771)

Q.A3 Investor in an investment fund with instruments that are puttable at
the discretion of the investor – investor’s perspective
Company A holds an investment in fund B. Fund B issues redeemable participating
units that are redeemable at the investors’ discretion at any time. However, the
2
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amounts attributable to investors are presented as equity in fund B’s financial
statements, because the puttable instruments issued by the fund meet the
requirements in paragraphs 16A to 16B of IAS 32.
Should an investor in an investment fund with puttable instruments, which meet
the requirements in paragraphs 16A to 16B of IAS 32 to be presented as equity in
the investment fund’s financial statements and thus would be exempt from IFRS 9,
apply IFRS 9 to its investment in the fund?
Yes. The holder of such an investment in a fund is required to apply IFRS 9 in its
entirety to the investment, unless the investment fund is a subsidiary, associate or
joint venture. [IFRS 9 para 2.1(d)].
Note that the same applies to closed-ended funds that meet the requirements in
paragraphs 16C to 16D of IAS 32.
Q.A Accounting for uncalled 'capital' commitments – investor's perspective
Asset manager M is in the process of launching fund B, which has a maturity of 10
years. The legal form of fund B is that of a limited partnership. The partnership’s
'capital', paid in by the limited partners after inception of the fund, will be
accounted for as a financial liability in accordance with paragraph 18(b) of IAS 32.
During the commitment period, the limited partners commit themselves to invest
into the fund. The commitments are signed on the following terms:
‘At inception of the fund, the investor has to pay 0.02% of the total commitment as
a first instalment. After that, asset manager M has the right to call the moneys at
any time at its own discretion, if a new investment in line with the investment
objectives has been identified. Asset manager M is not required to call the entire
commitment during the life of the fund, and can therefore release some
commitments at an early stage …’
Should an investor into fund B account for the undrawn 'capital' commitments as a
financial liability?
Because asset manager M has not identified an investment which is in line with
the investment objectives of the fund, no financial liability exists.
If asset manager M were to call the moneys before having identified an eligible
investment, the investor could refuse to pay the moneys in, so that, at inception,
the fund would not have an enforceable right to receive cash and no financial
liability should be recognised by the investor. The investor should start to
recognise a financial liability from the date when the fund has the right to call the
money (for example, an investment is identified) and the amounts are called.
The uncalled capital commitments are to be accounted for as a loan commitment.
Loan commitments are, in general, not to be accounted for as a financial liability,
unless they are loan commitments specifically within the scope of IFRS 9. [IFRS 9
paras 2.1(g) and 2.3]. This might be the case if the commitment to provide capital
to the fund is designated as at FVTPL in accordance with paragraph 4.2.2 of IFRS
9. However, the investor applies the impairment rules of IFRS 9 to the capital
commitment. [IFRS 9 para 2.1(g)].
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Loan commitments within the scope of IFRS 9
The following loan commitments are within the scope of IFRS 9:
 Loan commitments that the entity designates as financial liabilities at
fair value through profit or loss in accordance with paragraph 4.2.2 of
IFRS 9. An entity that has a past practice of selling the assets resulting
from its loan commitments shortly after origination should apply
IFRS 9 to all of its loan commitments in the same class.
 Loan commitments that can be settled net in cash or by delivering or
issuing another financial instrument. These loan commitments are
derivatives. A loan commitment is not regarded as settled net merely
because the loan is paid out in instalments.
 Commitments to provide a loan at a below-market rate.
[IFRS 9 para 2.3].
Q.A5 Accounting for uncalled ‘capital’ commitments where fund issues debt
instruments – fund's perspective
Same fact pattern as Q.A4, with the following addition: the fund classifies the
amounts attributable to investors as other liabilities.
Should the fund account for the undrawn 'capital' commitments as amounts
attributable to investors, with a corresponding financial asset?
No. Uncalled capital commitments are not recognised as a financial asset unless
the fund would have an unconditional right to receive cash or another financial
asset from the investors. Although there is a past event which gives the fund the
right to make a future call which the fund controls, there is no financial asset,
because the contractual right does not give rise to a financial liability of the other
party (that is, the investor – see Q.A4 for further details).
The fund accounts for the capital commitments as loan commitments.
Q.A6 Asset management fees that can be paid in units of a fund
Asset manager M provides asset management services to fund B under an
investment management agreement with the fund. Asset manager M is entitled to a
performance fee, comprising 15% of the amount by which the fund's benchmark is
exceeded. Fund B issues non-puttable units that are traded on an exchange and
which contain no obligation for fund B to pay cash or transfer other financial assets
to the unit holders. Accordingly, fund B units in issue are equity instruments in
accordance with paragraph 11 of IAS 32.
At year end, the fund's net asset value exceeds the benchmark. The agreement
allows fund B to choose between a cash settlement and a settlement in the fund's
own units that equals the cash value. The decision to pay cash or to settle in equity
instruments is in the sole discretion of fund B.
Is the arrangement with asset manager M within the scope of IFRS 9 from the
fund’s perspective?
No. The fund has entered into a share-based payment. Fund B is receiving
investment management services, in return for which asset manager M is entitled
to equity instrument of fund B. [IFRS 2 App A].
Share-based payment arrangements are exempt from the scope of IFRS 9. [IFRS
9 para 2.1(h)].
4
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Q.A Asset management fees that can be paid in units of a fund when units in
issue are presented as equity instruments
Same fact pattern as Q.A6, with the exception that the fund units in issue are
presented as equity instruments in accordance with paragraphs 16A to 16B of IAS
32.
Is the arrangement with asset manager M exempt from the scope of IFRS 9, due to
the share-based payment exception?
No. The fund has entered into an agreement that is not exempt from IFRS 9.
Arrangements that are presented as equity (but are not equity within the
meaning of para 11 of IAS 32) are not subject to the share-based payment
provisions of IFRS 2, because the fund units are not considered equity for the
purpose of IFRS 2. [IAS 32 para 96C].

PwC Observation
For an arrangement to be within the scope of IFRS 2, the fund units need
to be equity instruments in accordance with paragraph 11 of IAS 32. Thus,
fund units that are presented as equity instruments in accordance with
paragraphs 16A to 16D of IAS 32 are not equity instruments in accordance
with IFRS 2. [IAS 32 para 96C]. Therefore an agreement that gives an
asset manager the right to receive units of the fund in return for the
investment service provided is not outside the scope of IFRS 9.
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Classification of financial instruments and subsequent
measurement
The principle
Financial instruments are recognised initially at fair value, including
transaction costs in the case of a financial asset or financial liability not at fair value
through profit or loss. [IFRS 9 para 5.1.1].
After initial recognition, an entity measures a financial asset either at
amortised cost or at its fair value. [IFRS 9 para 5.2.1]. A financial asset is measured
at fair value through profit or loss (FVTPL), unless it is measured at amortised cost
or at fair value through other comprehensive income (FVOCI). [IFRS 9 para 4.1.4].
An entity classifies financial assets as subsequently measured at amortised cost,
FVOCI or FVTPL on the basis of both:
(a) the entity’s business model for managing the financial assets; and
(b) the contractual cash flow characteristics of the financial asset. [IFRS 9 para
4.1.1].
(a) Business model test
Financial assets are classified based on the objective of the business model as
determined by the entity’s key management personnel for the respective portfolio
[IFRS 9 para B4.1.1].
The entity’s business model does not depend on management’s intention for an
individual financial asset. Accordingly, this is not an instrument-by-instrument
approach and thus the business model needs to be determined on a higher level of
aggregation, which however, does not have to be the reporting entity level [IFRS 9
para B4.1.2].
Thus, IFRS 9 para B4.1.1(b) requires an entity to classify its financial asset on the
basis of its contractual cash flow characteristics if the financial assets are held
within the business model whose objective is to hold assets to collect contractual
cash flows or within a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets, unless the option in
IFRS 9 para 4.1.5 applies [IFRS 9 para B4.1.7].
(b) SPPI test
The contractual terms of the financial asset give rise on specified dates to cash
flows that are solely payments of principal and interest (SPPI) on the principal
amount outstanding. For this purpose, interest is the consideration of:
 the time value of money;
 the credit risk associated with the principal amount outstanding during a
particular period of time;
 other basic lending risks and costs; and
 profit margin.
[IFRS 9 para 4.1.3(b)].
Contractual cash flows that are solely payments of principal and interest on the
principal amount outstanding are those consistent with a basic lending
arrangement. In a basic lending arrangement, consideration for the time value of
6
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money and credit risk are typically the most significant elements of interest. [IFRS
9 para B4.1.7A].
A financial asset is measured at amortised cost if both of the following conditions
are met:
- the asset is held within a portfolio with a business model whose objective is to
hold assets in order to collect the contractual cash flows (‘hold to collect’ business
model); and
- the contractual terms of the financial asset give rise on specified dates to cash
flows that are solely payments of principal and interest on the principal amount
outstanding.
[IFRS 9 para 4.1.2].
If the financial asset is held within a business model whose objective is achieved by
collecting the contractual cash flows as well as selling financial assets (‘hold to
collect and sell’ business model) and the SPPI test is passed, it is measured at
FVOCI. [IFRS 9 para 4.1.2A].
In all other cases, if the business model is not that of ‘hold to collect’ or ‘hold to
collect and sell’ or the SPPI test is not passed, the financial asset is accounted for at
FVTPL. In addition, a portfolio of financial assets that is managed and whose
performance is evaluated on a fair value basis is neither held to collect contractual
cash flows nor held both to collect contractual cash flows and to sell financial
assets. The entity is primarily focused on fair value information, and it uses that
information to assess the assets’ performance and to make decisions. Such
portfolios must be measured at FVTPL. [IFRS 9 para B4.1.6].
If an entity changes its business model for managing financial assets, it reclassifies
all financial assets in the portfolio affected. [IFRS 9 para 4.4.1]. The reclassification
is applied prospectively from the first day of the first reporting period following the
change in the business model (the reclassification date). [IFRS 9 para 5.6.1,
App A]. In all other circumstances, reclassification is not permissible.
At initial recognition, an entity can irrevocably designate a financial asset as
measured at FVTPL if this eliminates or significantly reduces a measurement or
recognition inconsistency (accounting mismatch). [IFRS 9 para 4.1.5]. The fair
value option can be applied on an instrument-by-instrument basis.
An entity can make an irrevocable election at initial recognition, for particular
investments in equity instruments that would otherwise be measured at
FVTPL, to present subsequent changes in fair value in other comprehensive income
(‘OCI option’). [IFRS 9 para 4.1.4]. The term ‘equity instrument’ is defined in IAS
32 as any contract that evidences a residual interest in the assets of an entity after
deducting its liabilities. [IAS 32 para 11].
In particular circumstances, IAS 32 allows for a puttable instrument, or an
instrument that imposes on the entity an obligation to deliver to another party a
pro rata share of the net assets of the entity on liquidation, to be classified as
equity. [IAS 32 paras 16A and 16B or paras 16C and 16D]. Such instruments do not
meet the definition of an equity instrument for the purpose of applying the OCI
option. [IFRS 9 para BC5.21].
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Financial assets are measured subsequently in accordance with the above
described classification [IFRS 9 paras 4.1.1 to 4.1.5] at either:
(a) amortised cost;
(b) fair value through other comprehensive income (FVOCI); or
(c) fair value through profit or loss (FVTPL).
[IFRS 9 para 5.2.1].
Financial assets measured at amortised cost or at FVOCI are accounted for using
the effective interest rate method. The interest revenue is generally calculated
by applying the effective interest rate to the gross carrying amount of a financial
asset. A different approach, of applying the effective interest rate to the amortised
cost of the financial asset, has to be used:
(a) for purchased or originated credit-impaired financial assets, which are credit
impaired on initial recognition and require the use of a credit-adjusted
effective interest rate; and
(b) for financial assets that have become credit-impaired.
[IFRS 9 para 5.4.1].
If an entity has no reasonable expectation of recovering the financial asset (partly
or entirely), a write-off is recognised and reduces the gross carrying amount. [IFRS
9 para 5.4.4].
Gains or losses on financial instruments measured at FVOCI are recognised in
other comprehensive income, and they are reclassified to profit and loss when the
financial asset is derecognised. Interest income calculated using the effective
interest rate method has to be considered directly in profit or loss. [IFRS 9 para
5.7.10].
8

inform.pwc.com

Gains and losses on financial instruments measured at FVTPL are recognised
directly in profit or loss. There is no requirement to recognise interest income
separately nor to recognise an impairment loss. However, if interest income is
calculated, it has to be done by using the effective interest rate method.
At initial recognition, an entity has the irrevocable option to present the subsequent
changes of investments in equity instruments, which are not held for trading, in
other comprehensive income (FVOCI option). [IFRS 9 para 5.7.5]. The amounts
presented in other comprehensive income are not reclassified to profit or loss.
[IFRS 9 para B5.7.5]. However, any dividends from those instruments are to be
disclosed in profit and loss. [IFRS 9 para 5.7.6]. Dividends are recognised in profit
or loss only when:
(a) the entity’s right to receive payment of the dividend is established;
(b) it is probable that the economic benefits associated with the dividend will flow
to the entity; and
(c) the amount of the dividend can be measured reliably.
[IFRS 9 para 5.7.1A].
A financial liability is initially measured at fair value and subsequently at
amortised cost, unless it is either held for trading or designated as at FVTPL. [IFRS
9 para 4.2.1]. The classification of a financial liability is irrevocable. [IFRS 9 para
4.4.2].
For a financial liability to be designated as at fair value through profit or loss, it is
either managed on a portfolio basis and its performance is evaluated on a fair value
basis, or its designation would eliminate or reduce an accounting mismatch, or it is
a hybrid instrument that contains one or more embedded derivatives. [IFRS 9
paras 4.2.2(b) and 4.3.5].
Financial liabilities are measured subsequently in accordance with their
classification either at amortised cost or at fair value through profit or loss. [IFRS 9
para 5.3.1]. Hence, any gains and losses on a financial liability measured at fair
value through profit or loss are recognised in profit or loss, unless they relate to
changes in the entity’s own credit risk for financial liability designated as at fair
value through profit or loss. [IFRS 9 para 5.7.1(c)]. The effect of changes in the
entity’s own credit risk in the fair value of the financial liabilities should be
presented in other comprehensive income. [IFRS 9 para 5.7.7(a)].
Classification of investments in an investment fund held by an investor
For the purposes of measuring an investment in an investment fund subsequent to
initial recognition, the investment in the fund is classified into one of three
categories:
(a)
amortised cost;
(b)
fair value through other comprehensive income; and
(c)
fair value through profit or loss.
[IFRS 9 paras 4.1.2, 4.1.2A and 4.1.4].
In principle, it is expected that an investment in an investment fund is categorised
in FVTPL, requiring an investor to measure its investment in the fund at fair value,
with fair value changes recognised in profit or loss.
The SPPI test
In order to be able to classify an investment in an investment fund into amortised
cost or FVOCI, the investment in the fund would not only be held in a portfolio that
either meets the ‘hold to collect’ business model or the ‘hold to collect and sell’
9
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business model, but it would also have to pass the SPPI test. Questions Q.B1 to
Q.B4 deal with investments held in investment funds meeting the SPPI test.
Q.B Classification of an investment in an open-ended investment fund with
debt investments
Company A invests in an open-ended investment fund, fund B. Fund B itself is
invested in debt instruments (such as government bonds), which are quoted in an
active market. Company A owns 4% of the outstanding units of fund B. Fund B has
issued two classes of redeemable units, which it presents in its financial statements
as financial liabilities. The redeemable units are not quoted in an active market,
and they pay the net asset value at the redemption date.
Is it possible to classify an investment in an open-ended investment fund that
invests in debt instruments at amortised cost or at FVOCI?
No. The investment in the fund meets the definition of puttable instruments in
accordance with paragraph 18(b) of IAS 32. Investments in puttable instruments
are required to be measured at FVTPL in accordance with IFRS 9, because the
units give rise to cash flows that are not solely payments of principal and interest.
Irrespective of the investments in which the fund is invested, the open-ended
investment fund pays dividends at its discretion during the life of the fund and, at
redemption, a pro rata share of the net asset value of the fund that reflects the fair
value changes of the underlying investments rather than an interest payment and
a principal payment that equal those of a basic lending arrangement.
Q.B2 Classification of an investment in an investment fund with a fixed
maturity
Company A owns 4% of the outstanding units of fund C. Fund C invests its entire
capital in a pool of mortgages that are not publicly traded. The other outstanding
units are held by three other investors. The fund has a fixed maturity and will be
terminated in October 20X7.
Is it possible to classify as amortised cost or FVOCI an investment in an investment
fund with a fixed maturity?
No. The units represent a residual interest in the net assets of the fund and not in
a pool of mortgages itself. The units do not give rise solely to payments of
principal and interest, and thus they do not meet the SPPI criterion. Therefore, the
investments in the fund units should be measured at FVTPL in accordance with
paragraph 4.1.4 of IFRS 9.
Q.B Applying the look-through approach to an investment in an investment
fund
Company A holds a 4% investment in fund D that manages its portfolio of debt
investments on a hold to collect and sell basis. Fund D usually passes the interest
received on the investments through to the investors; however, the ability to access
liquidity (for example, from the sale or the repayment of an underlying investment)
is at the discretion of the fund.
Is it appropriate to apply the look-through approach in paragraph B4.1.21 of IFRS 9
when assessing whether the fund’s units meet the SPPI criterion?
No. Whether the units of a fund meet the SPPI criterion is not to be assessed by
looking through to the underlying investments of the fund. The look-through
10
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approach in paragraph B4.1.21 of IFRS 9 is applicable to instruments that are
contractually linked to an underlying pool of assets and which are part of a
waterfall structure.
Even though the net asset value of the fund might vary, depending on the
performance of the underlying pool of assets, and the investor determines that the
underlying pool of assets meets the SPPI criterion [IFRS 9 para B4.1.21(b)], the
fund units are not to be assessed by applying the look-through approach. This is
because the fund is not a waterfall structure and does not have interest payments
on a principal amount outstanding, but pays a dividend that is at the discretion of
the fund. However, both would be required for a contractually linked instrument
to meet the SPPI test in accordance with paragraph B4.1.21 of IFRS 9. This applies
irrespective of whether the fund units might bear the same credit risk as the
underlying portfolio, and not a higher one. [IFRS 9 para B4.1.21(c)].
PwC Observation
Open-ended funds with redeemable units are typically set up in a way that
the fund units usually do not meet the SPPI criterion.
In very exceptional circumstances, a closed-ended fund might be set up in
a way that the units in substance meet the SPPI criterion. This might be the
case if:
 the investment fund has a limited life, without any option to extend the
life of the fund or any early redemption option;
 the investment fund invests only once, at inception, in instruments that
have the same maturity as the fund itself, and the investments are held
until maturity;
 the investments of the fund, all of which meet the SPPI criterion, are
not sold or transferred in any other way during the life of the fund to
realise fair value gains or losses; and
 the fund distributes all of its free liquidity during the life of the fund
and at maturity, and no reinvestments are made of any kind.
In that case, even though the fund still legally pays back the next
asset value at wind up, the economic substance of the fund is that of a
debt instrument that meets the SPPI criterion.
Q.B Classification of an investment in a hedge fund mainly invested in
derivatives
Company A invests in a hedge fund, fund F. The majority of fund F is invested in
different types of derivative.
Is it admissible to treat the investment in a hedge fund that is mainly invested in
derivatives as a derivative?
No. The investment in fund F is not a derivative. The unit represents a residual
interest in the net assets of the fund and not in the derivatives themselves. The
investment itself does not meet the definition of a derivative. There is typically a
significant initial net investment required.
However, since the fund units do not give rise solely to payments of principal and
interest and thus they do not meet the SPPI criterion, the investment should be
measured at FVTPL in accordance with paragraph 4.1.4 of IFRS 9, which is equal
to the accounting of a derivative in accordance with IFRS 9.
Definition of a derivative:
A derivative is a financial instrument with all three of the following
characteristics:

a) its value changes in response to the change in a specified interest
11
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rate, financial instrument price, commodity price, foreign
exchange rate, index of prices or rates, credit rating or credit
index, or other variable, provided that (in the case of a nonfinancial variable) the variable is not specific to a party to the
contract (sometimes called the ‘underlying’);
b) it requires no initial net investment, or an initial net investment
that is smaller than would be required for other types of contract
that would be expected to have a similar response to changes in
market factors; and
c) it is settled at a future date.
[IFRS 9 App A].
FVOCI option for equity instruments
At initial recognition, an investor might want to make an irrevocable election,
for its equity investment in an investment fund that would otherwise be measured
at fair value through profit or loss, to present subsequent changes in fair value in
other comprehensive income (OCI option). [IFRS 9 para 4.1.4]. Questions Q.B5 to
Q.B7 deal with investment funds meeting the term ‘equity instrument’ as defined in
paragraph 11 of IAS 32.
Q.B5 Classification of an investment in an equity-based mutual fund with a
fixed maturity
Company A owns 4% of the outstanding units in issue of fund G. Fund G has a fixed
maturity and will be terminated in October 20X8. Company A has the right to
redeem the units at any time in accordance with the fund's prospectus. However, it
does not intend to do so before maturity. Company A will receive cash on
redemption equivalent to the net asset value of the fund at the termination of fund
G.
Fund G’s outstanding units are classified as equity in accordance with paragraphs
16C to 16D of IAS 32 in the fund’s financial statement.
How should an investment in a mutual fund be classified in the holder’s financial
statement where the units are classified as equity in accordance with paragraphs
16C to 16D of IAS 32?
The investment in fund G meets the definition of puttable instruments in
accordance with paragraphs 16A to 16B of IAS 32; however, such instruments do
not meet the definition of an equity instrument in accordance with paragraph 11
of IAS 32, and thus are not eligible for the OCI option for equity instruments.
[IFRS 9 para BC5.21].
Although company A’s business model might be to hold the fund units to maturity,
fund G should be classified and measured at fair value through profit or loss,
because it fails the contractual cash flow characteristics criterion. This is because
the cash flows received from the fund are not solely payments of principal and
interest on the principal amount outstanding.
Company A should account for fund G’s units at fair value, with fair value
changes recognised in profit or loss for the period. Since the fund units are
classified as equity in accordance with the exceptions in paragraphs 16C to 16D of
IAS 32, an irrevocable election to present the fair value changes in other
comprehensive income is not permissible. [IFRS 9 para BC5.21].
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Q.B6 Classification of an investment in an investment fund which issues
redeemable participating units
Company A invests in an open-ended investment fund, fund H. Company A owns
4% of the outstanding units of fund H. The fund units are not held for trading.
Fund H has issued one class of redeemable units, which it presents in its financial
statements as equity.
Is it possible to irrevocably elect that the investment in the open-ended investment
fund is accounted for as at FVOCI (FVOCI option)?
No. The investment in fund H meets the definition of puttable instruments in
accordance with paragraphs 16A to 16B of IAS 32; however, such instruments do
not meet the definition of an equity instrument in accordance with paragraph 11
of IAS 32, and thus are not eligible for the OCI option for equity instruments.
[IFRS 9 para BC5.21].
Investments in puttable shares are required to be measured at FVTPL in
accordance with IFRS 9, because the units give rise to cash flows that are not
solely payments of principal and interest.

Q.B Classification of an investment in an investment fund which is able to
suspend redemption
Same fact pattern as Q.B6, with the exception that the fund is fully invested in
instruments that cannot be liquidated at short notice, and thus the fund might be
required to suspend redemptions.
Is it possible to irrevocably elect that the investment in the open-ended investment
fund is accounted for as at FVOCI (FVOCI option)?
No. The investment in fund H meets the definition of puttable instruments in
accordance with paragraphs 16A to 16B of IAS 32, irrespective of whether the
redemption request might be suspended. This is because the fund will be required
to liquidate its investments after receiving the redemption request, and so
eventually it will be able to fulfil the request. Thus, the suspension is not
suspended indefinitely in such cases. Therefore, the instruments are puttable at
the request of the investors, and the instruments do not meet the definition of an
equity instrument in accordance with paragraph 11 of IAS 32 and are not eligible
for the OCI option for equity instruments. [IFRS 9 para BC5.21].
Investments in puttable shares are required to be measured at FVTPL in
accordance with IFRS 9, because the units give rise to cash flows that are not
solely payments of principal and interest.
PwC Observation

A puttable instrument still exists, even though the fund might – at
its own discretion – suspend the redemption for a certain period of
time. This is irrespective of the reason for the suspension or the
amount of time that might pass until the redemption requests are
fulfilled, or whether they are fulfilled in instalments.
There might be one exception to the rule, if the fund has the right to
suspend redemption indefinitely (although this would be the case
only in extremely rare circumstances). In that case, the instrument
might not be considered puttable. However, it needs to be carefully
13
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assessed whether any other provision in the fund’s set-up will result
in a fund that will be liquidated at a future date and thus provides
the investors with a right to receive cash on liquidation in
accordance with paragraphs 16C to 16D of IAS 32, which will also
result in fund units not being eligible for the FVOCI option for
equity instruments.

14

inform.pwc.com

Classification of financial instruments held by an investment fund
For the purposes of measuring a financial asset subsequent to initial recognition,
paragraph 4.1.1 of IFRS 9 classifies financial assets into categories based on:
a)
b)

the entity’s business model for managing the fund’s investment in financial
assets; and
the contractual cash flow characteristics of these financial assets.

Thus, for an investment fund to determine how to account for the financial assets
that it holds, it must first determine whether the fund has one or more portfolios.
Questions Q.C1 to Q.C4 deal with the portfolio definition. More detailed guidance
on how to determine the business model of a fund can be found in Questions Q.C5
to Q.C12. The application of the SPPI test with respect to the investments of the
fund is dealt with in Questions Q.C13 to Q.C14.

Considerations to determine the business model of a fund
Investment funds manage their investments in different ways and with different
objectives, so there is no straightforward answer to the question of whether a fund
measures its financial assets at amortised cost or at fair value through other
comprehensive income or at fair value through profit or loss.
To determine the business model of a fund, the following areas should be
considered:
 How does the fund manage its financial assets?
 How is the performance of the fund measured?
 What does the fund’s prospectus say about the management strategy and the
risk factors to be considered when investing into the fund?
 How does management communicate the achievements of the fund to investors?
 What is the measurement basis for the fund units at sale or redemption?
 How does the fund meet the redemption requests?
 How are the assets currently reported under IAS 39?
Analysis of the criteria to be considered
A)

How does the fund manage its financial assets?

Determining how the fund is managed requires, as a first step, assessment of
whether a fund is managed in segregated groups of financial assets (portfolios) or
as a whole. Paragraph B4.1.2 of IFRS 9 acknowledges that an entity might have
more than one business model for managing its financial assets, so a fund might
have one portfolio of financial assets that it manages on a fair value basis or to
meet the redemption requests, and another portfolio that is managed in order to
collect contractual cash flows. However, such portfolios might only exist if they are
held in separate portfolios and managed separately, which requires (among other
things) that the performance of each portfolio is assessed separately.
The assessment of the business model of an investment fund is based on how the
fund is managed. For example, a fund that is actively managed in order to follow a
price index, or to exceed a benchmark that is based on a fair value notion, is not
managed in order to receive interest and to realise the residual amount on
maturity. Such a fund will be required to sell financial assets before maturity on a
regular basis in order to track the index.
Funds that draw benefits from market opportunities by selling financial assets are
not managed on a ‘hold to collect’ business model. However, IFRS 9 does not
prohibit sales, and so management needs to assess the reasons for such sales. If the
sales occur in order to realise gains or to minimise losses (other than sales close to
maturity of the investments), the fund does not manage its financial assets in order
15
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to receive solely payments of principal and interest. However, those sales might still
be in line with the business model that considers both collecting contractual cash
flows and selling financial assets.
Furthermore, if funds are required, either contractually or due to regulatory
provisions, to sell their financial assets in order to prove the liquidity of the fund’s
asset, they might not manage the respective portfolio in order to solely collect the
contractual cash flows.
Funds might use derivative financial instruments for different purposes (such as
hedging or to create a synthetic position). Whereas hedging of a portfolio of debt
instruments might still be considered as being managed to collect contractual cash
flows, funds that use derivatives to build synthetic positions are typically managed
on a fair value basis. The same applies to mixed portfolios that include a substantial
amount of equity instruments.
B)

How is the performance of the fund measured?

The performance of the fund might be measured against a benchmark that is based
on fair value, such as an index provided from a stock exchange. However, even if no
benchmark is applied, the fund might be managed on a fair value basis. This might
be evident through the information provided to investors or the key management
personnel apart from the financial statements. If such information includes a
comparison of fair value from year to year, it is likely that the fund is managed on a
fair value basis.
C)
What does the fund’s prospectus say about the management strategy
and the risk factors to be considered when investing into the fund?

An indication of when a fund is managed on a fair value basis rather than on a ‘hold
to collect’ business model might also be drawn from the management strategy
described in the fund’s prospectus. In addition to that, if a fund highlights market
risk as one of the significant risks that an investor in the fund would need to
consider, it might be questioned whether the fund is managed on a business model
that results in the collection of contractual cash flows.
D)
How does management communicate the achievements of the fund to
investors?

If the fund management does not provide investors with fair value information and
the respective fair value benchmark information, either as part of the information
issued together with the financial statements or apart from that (for example, on
the fund manager’s internet platform), it is unlikely that the fund is managed on a
fair value basis. Thus, to assess the business model of the fund, it might be necessary
to assess the information provided to investors in addition to the financial
statements; such information might include the publication of the net asset value
(NAV) applicable for issuance and redemption of fund units. However, the
disclosure of fair value information alone does not mean that the fund is managed
on a fair value basis.
E)

What is the measurement basis for the fund units at sale or redemption?

Where, in accordance with the governing documents, the investments of a fund are
fair valued, the NAV applicable for issuance and redemption of fund units is also
measured at fair value.
F)

How does the fund meet the redemption requests?

An investment fund that issues redeemable participating shares needs to consider,
in addition to the above, whether it can meet the expected and unexpected
redemption request by flow of cash. If this is not the case, a fund would need to have
a sufficient liquidity buffer in order to be able to apply the ‘hold to collect’ business
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model to a portion of the fund.
Management would need to assess the expected and unexpected redemption
requests that might occur over time, and whether the fund is able to meet these
requests through the contractually received cash flows.
If sales occur in order to meet the expected or unexpected redemption requests, the
fund does not manage its financial assets in order to collect contractual cash flows.
However, sales to meet exceptional liquidity Constraints such as in a financial
crisis, might be acceptable. [IFRS 9 para B4.1.3].
If the sales are used to meet the day-to-day liquidity needs rather than day-to-day
trading, management might consider the sales to be integral to achieving the
objective of the business model of the fund. In that case, the fund might be managed
based on a business model that includes both collecting contractual cash flows and
selling financial assets.
G)

How are the assets currently measured under IAS 39?

If the assets in the fund are currently measured at FVTPL because, under IAS 39,
they were designated as such because they are managed (and performance is
measured) on a fair value basis in accordance with a documented risk management
or investment strategy, and information about that portfolio is provided internally
on that basis to the entity’s key management personnel, then absent a change in
business model, those assets would remain FVTPL under IFRS 9. [IFRS 9 para
BC4.78].

Determining whether the fund has one or more portfolios
A fund might have one single portfolio that is managed together or more than one
separate managed portfolio. Whether there is one or more portfolio to be
considered for classification purposes is a matter of judgement.

Q.C1 Two people managing the fund – performance reported to the key
management personnel on an aggregated basis
Fund A is investing in equity securities (75% of the NAV) and debt securities (25%
of the NAV). The fund is managed by two fund managers, one responsible for the
equity securities portfolio and one for the debt securities portfolio. The equity
securities are purchased and sold based on the individual performance of the
instrument, but the fund does not trade its equity securities on a short-term basis.
The debt securities are purchased mostly on a ‘buy and hold’ strategy.
The evaluation of the performance of the fund is done for the entire portfolio on a
fair value basis, as is the reporting to the key management personnel and to the
investors.
Are the assets of the fund part of the same group of assets that should be assessed
for classification together?
Yes. In this case, both the equity and debt investments form part of the same
portfolio for which the performance is evaluated on a fair value basis together
and reported to the key management personnel in its entirety. This is irrespective
of the fact that two managers are managing the portfolio. Therefore, the equity
and debt investments should be measured at FVTPL.
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Q.C2 Fund with different sub-portfolios managed on different investment
strategies
Fund B is investing in equity securities (75% of the NAV) and debt securities (25%
of the NAV). The entire fund is managed by one fund manager, who chooses, based
on the requirements of the prospectus, two different investment strategies for the
equity and the debt portfolio. The equity securities are purchased and sold based on
the individual performance of the instrument, and the debt securities are
purchased on a ‘buy and hold’ strategy.
The performance of the portfolios is measured separately (two different
comparative performance indices). The internal reporting to the key management
personnel is reflecting the two separate portfolios. The financial statements, which
are prepared in accordance with regulatory requirements, present only one
investment portfolio.
Are the assets of the fund part of the same group of assets that should be assessed
for classification together?
No. In this particular case, the fund’s investments are managed in two separate
portfolios – demonstrated through the different investment strategies and the
separate reporting to key management personnel – for which the classification
criteria of IFRS 9 are applied separately. Accordingly, equity and debt
instruments should be considered two separate groups of assets.
Paragraph 4.1.4 of IFRS 9 establishes that equity instruments should be measured
at fair value through profit or loss, unless the entity takes the irrevocable option
at inception to present changes in fair value in OCI. [IFRS 9 para 5.7.5].
However, for the investments in debt securities, the fund needs to perform the
business model assessment on the portfolio, which requires, among other things,
an assessment of whether the liquidity requirements could be met through
investments in the equity portfolio.
In this particular case, equity investments are measured at FVTPL, unless the
FVOCI option mentioned above is taken and assuming that they are not trading.
The debt investments could be measured at amortised cost if they are ‘hold to
collect’ contractual cash flows, or at FVOCI if the portfolio is managed on a ‘hold
to collect and sell’ business model, provided that they meet the solely payments of
principal and interest criterion in paragraph 4.1.2(b) of IFRS 9.
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Q.C3 Multiple business models
A global bond fund, fund C, has a diverse range of bond instruments. The bonds
can be split between short-term and long-term maturity bonds. The short-term
maturity bonds are primarily money market instruments that are generally held to
maturity. The positions are held for the receipt of interest and principal, and not for
fair value appreciation.
The longer-term bonds are generally held for speculative purposes, by taking shortterm views on yield and credit curve movements. The individual investment
manager does not manage these positions for the contractual cash flows, but
instead hopes to generate gains from anticipated movements in yield, credit or
liquidity spreads.
Both the long- and short-term portfolios are managed by the same individual
investment manager, rather than by separate investment houses or separate
personnel within the same house.
Is it possible that the fund has more than one business model?
Yes. While fund C might be a single reporting entity, with all bonds managed by
the same investment manager, this does not preclude the existence of more than
one business model. Provided that the short- and long-term bonds are segregated
and, in effect, managed as two separate portfolios, then viewing both long- and
short-term bond positions as separate business models would be deemed
acceptable under IFRS 9.
Q.C4 Reporting to key management personnel
Fund D is a closed-ended fund. The fund manager is managing the fund with the
objective of realising cash flows through the sale of the assets. The fund is managed
on a portfolio basis, with investment decisions to be made on a daily basis, and the
performance of the fund is measured on a fair value basis.
The internal reporting to the board of directors of the fund (which does not include
the fund manager) is prepared on fair value basis. The internal reporting is only
prepared twice a year, because the board does not meet more often than that to
discuss the investment strategy.
How should the investment be treated and measured under IFRS 9?
It should be treated as one portfolio that should be measured at FVTPL, because
the assets are managed with the objective of realising cash flows through the sale
of the assets. [IFRS 9 para B4.1.5].
The business model test does not require information to be sent frequently to the
key management personnel; however, an internal reporting which is only sent to
the key management twice a year is a sufficient document that the fund is
managed on a fair value basis and its performance is measured on a fair value
basis, provided that the investment strategy is not changed on a daily basis and
the fund manager receives appropriate and timely information, necessary to
execute the investment strategy.
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Determining the business model of a fund
Determining the business model of an investment fund requires the assessment of
how the fund manages its financial assets.
Q.C5 Investment fund managing funds on a ‘hold to collect and sell’ business
model
Fund F manages its investments in debt financial instruments to receive interest
payments and to provide an investor with a constant distribution. However, to
meet the liquidity requirements, the fund needs to sell individual debt investments
on a regular basis.
Can fund F classify its investments as fair value through OCI?
It depends. IFRS 9 requires fund F to classify its investment as FVOCI if the
classification criteria are met. However, the fund might, at inception, irrevocably
designate its portfolio as at fair value through profit or loss if this reduces an
accounting mismatch. Given that investors are able to redeem their holdings at
NAV, it is likely that the business model would be FVTPL, depending on how
disposals of investments happen.
Q C6 Open-ended investment fund with redeemable participating units
Fund G is an open-ended investment fund that issues redeemable participating
shares. The debt investments in the fund, that have an average duration of five
years, are held on a ‘buy and hold’ strategy. However, because the fund only keeps a
minimum liquidity in the fund, the fund might sell its investments once in a while.
What indicators need to be considered when determining the business model of the
fund?
Even though the fund might be managed on a ‘buy and hold’ strategy, the fund
needs to sell its investments if investors redeem their units. Thus, the business
model of the fund is most likely that of ‘hold to collect and sell’; however, if
redemptions occur on a frequent basis, the fund might even be managed on
another business model, which requires that the fund measures its investments at
FVTPL.
PwC Observation
Due to the liquidity constraints that an open-ended investment fund might
face when dealing with the redemption requests of the investors, it is highly
unlikely that an open-ended investment fund held by various investors with
different investment strategies will be able to meet the ‘hold to collect’
business model.
However, such a fund might still meet the ‘hold to collect and sell’ business
model if it manages its investments on a business model that is considering
sales as part of the management strategy to accommodate the redemption
requests.
Q C7 Money market fund generating an attractive yield
A money market fund, fund H, with a unitary NAV invests in an array of short-term
money market instruments. The objective of the fund is to generate an attractive
yield while attempting to maintain capital preservation. Fund H has not, since
inception, sold any positions prior to maturity. The yield earned by the fund on the
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underlying positions is solely compensation for the time value of money and credit
risk.
Is it possible that the fund is managed with a ‘hold to collect’ business model?
Since the objective of fund H is to generate an attractive yield that represents
principal and interest, the fund’s performance is not managed on a fair value
basis. Therefore the fund might manage its investments on a business model that
is to collect the contractual cash flows. However, management will need to assess
whether the fund is able to meet its expected and unexpected redemption requests
through the cash inflows received from its short-term money market investments,
or through the cash held at bank, in order to meet the ‘hold to collect’ business
model. Such a fund might still meet the ‘hold to collect and sell’ business model.
Q.C8 Money market fund with a NAV measured at amortised cost
A short-term bond fund, fund I, invests in an array of floating- and fixed-rate
instruments that comprise money market instruments, corporate debt and
government debt.
Fund I is an open-ended investment fund managing the debt instruments for the
receipt of the contractual cash flows that represent the payment of interest and
principal. The fund has a dealing NAV that is based on amortised cost.
Does a fund have to employ amortised cost where the criterion in paragraph 4.1.2
of IFRS 9 indicates that the fund’s business model is to manage the debt
instruments for the receipt of the contractual cash flows?
Since the fund’s business model is to collect the cash flows on the underlying debt
instruments, the instruments should be valued by the fund using amortised cost,
provided that, for example, the instruments were not being fair valued for dealing
purposes. However, fund I, which is an open-ended investment fund, needs to
carefully assess whether it can meet the redemption requests with the cash
received from the repayment of the short-term debt. If fund I cannot satisfy this
criterion, it will not meet the ‘hold to collect’ business model.
Q.C9 Money market fund with a NAV measured at fair value
Same fact pattern as Q.C8, with the exception that the dealing NAV is measured
based on fair value. The redeemable shares of the fund are not presented as equity
in accordance with paragraphs 16A and 16B of IAS 32.
Is the fund required to measure its investments at amortised cost, if the ‘hold to
collect’ business model is met (it is assumed that all criteria are met, including the
SPPI test)?
No. There might be an accounting mismatch if the debt instruments were valued
using amortised cost and the related financial liability at fair value. In this
scenario, it is appropriate for the fund to designate the assets at fair value under
paragraph 4.1.5 of IFRS 9, because it would significantly eliminate a
measurement inconsistency.
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Q.C10 Money market fund and a ‘hold to collect’ business model with some
sales
A money market fund, fund J, with a unitary NAV invests in an array of short-term
securities that comprise corporate bonds, commercial paper, repurchase
agreements, time deposits and certificates of deposit. The objective of fund J is to
generate an attractive yield while attempting to maintain capital preservation. The
yield earned by fund J on the underlying positions is solely compensation for the
time value of money and credit risk.
The securities purchased are generally held to maturity; however, there have been
instances where instruments have been disposed of prematurely. The sale of these
positions has been for concerns surrounding underlying credit quality.
Could a money market fund continue to measure a portfolio of short-term
instruments at amortised cost, even where there are some sales occurring?
Yes. The fact that some positions might be sold early does not, in itself, preclude
the use of amortised cost. Provided that the instances of selling are infrequent, this
generally need not lead to a re-examination of the fund’s business model.
However, it needs to be ensured that the sales did not occur to meet the liquidity
requirements drawn from the expected and unexpected redemptions.
Q.C11 The classification of distressed debt – portfolio held to realise gains
from successful restructuring
A distressed debt fund, fund L, holds a portfolio of distressed instruments that are
managed as a single portfolio. The fund holds these positions, because they offer
attractive yields, which reflect the increased credit risk inherent in the positions.
The debt instruments are trading at relatively low levels, reflecting the incurred
losses to date and the uncertainty surrounding the issuers’ prospects.
Fund L intends to hold the positions in order to speculate on the prospects of the
underlying issuers, in order to realise gains, for example, from the ability of the
issuers to successfully restructure or to sell the loans.
Could a distressed debt fund measure its distressed debt instruments at amortised
cost?
No. It would not be appropriate to hold the debt instruments at amortised cost,
because the business model is based on fair value, with the instruments being
effectively held for trading.
Distressed debt
Distressed debt describes securities that might include significant risk
resulting, for example, from financial or operational distress, default or
similar issues, and thus resulting in partial or total loss.
Q.C12 Classifying debt instruments in a private equity fund
A private equity fund, fund N, with a finite life has a portfolio which comprises both
private equity investments and loan instruments. Holders cannot ask to redeem
their holdings before maturity of the fund.
The loan instruments are managed separately by fund N, and they are due to
mature prior to the termination of fund N. The loans are managed in order to
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receive cash flows over the period of the loans that solely represent principal and
interest.
Can fund N, with a finite life, classify loan instruments under amortised cost?
Yes. This is because they are held solely for the purposes of generating principal
and interest.
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Determining whether the investments held in a ‘hold to collect and sell’ business
model meet the SPPI criterion
Where the fund has a ‘hold to collect’ or ‘hold to collect and sell’ business model,
the next step is to determine whether the investments held by the fund meet the
contractual cash flows test.
Q.C13 Asset-backed securities positions in a money market fund that manages
its portfolio on a ‘hold to collect’ basis
A money market fund, fund K, with a unitary NAV invests in an array of short-term
securities that include asset-backed securities (ABS). The objective of the fund is to
generate an attractive yield while attempting to maintain capital preservation. The
yield earned by the fund on the ABS positions is solely compensation for the time
value of money and credit risk. The fund has not, however, assessed the underlying
pool of assets, nor compared the credit quality of the ABS with the credit quality of
the underlying pool of assets.
Is it appropriate for fund K to value all ABS positions held at amortised cost, solely
on the basis that the positions offer cash flows that are solely payments of principal
and interest?
No. Fund K must determine the underlying characteristics of the pool of assets.
The fact that the business model is to hold assets for the contractual cash flows,
and the ABS positions pay amounts which solely represent principal and interest,
is not in itself sufficient to categorise them at amortised cost in the case of
contractually linked instruments.
For fund K to value the ABS positions (such as mortgage-backed securities,
residential mortgage-backed securities and similar instruments) at amortised
cost, it is necessary for the fund to look through to the underlying pool of assets to
determine the characteristics of the pool. Fund K will also need to compare the
credit quality of the ABS against that of the underlying pool of assets (see also
paras B4.22 to B4.25 of IFRS 9).
It is necessary for fund K to satisfy the three requirements outlined under
paragraph B4.1.21 in order to use amortised cost. Where it is not possible to
perform any of the steps, it will be necessary for fund K to value the positions
using fair value.
PwC Observation
Under paragraph B4.1.21 of IFRS 9, a tranche has cash flow characteristics
that are payments of principal and interest on the principal amount
outstanding only if:
a. the contractual terms of the tranche being assessed for classification
(without looking through to the underlying pool of financial
instruments) give rise to cash flows that are solely payments of principal
and interest on the principal amount outstanding (for example, the
interest rate on the tranche is not linked to a commodity index);
b. the underlying pool of financial instruments has the cash flow
characteristics set out in paragraphs B4.1.23 and B4.1.24; and
c. the exposure to credit risk in the underlying pool of financial
instruments inherent in the tranche is equal to or lower than the
exposure to credit risk of the underlying pool of financial instruments
(for example, the credit rating of the tranche being assessed for
classification is equal to or higher than the credit rating that would
apply to a single tranche that funded the underlying pool of financial
instruments).
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Under paragraph B4.1.23 of IFRS 9, the underlying pool must contain one
or more instruments that have contractual cash flows that are solely
payments of principal and interest on the principal amount outstanding.
Under paragraph B4.1.24 of IFRS 9, the underlying pool of instruments
could also include instruments that:
a. reduce the cash flow variability of the instruments in paragraph B4.1.23
and, when combined with the instruments in paragraph B4.1.23, result
in cash flows that are solely payments of principal and interest on the
principal amount outstanding (for example, an interest rate cap or floor
or a contract that reduces the credit risk on some or all of the
instruments in para B4.1.23); or
b. align the cash flows of the tranches with the cash flows of the pool of
underlying instruments in paragraph B4.1.23 to address differences in,
and only in:
i.
whether the interest rate is fixed or floating;
ii. the currency in which the cash flows are denominated, including
inflation in that currency; or
iii. the timing of the cash flows.
Q.C14 Classification of preference shares in the fund’s financial statements
Fund B purchases EUR 10 million (nominal value) of unquoted perpetual
preference shares issued by company X, a company incorporated in Europe with no
definite life. The shares have a fixed non-discretionary dividend of 5% per annum.
If there are inadequate distributable profits to pay the dividend in one year, the
dividend will roll forward and become payable in future, if and when sufficient
distributable profits exist. Interest is accrued on the deferred amounts.
Can fund B, the holder of unquoted perpetual preference shares, measure the
shares at amortised cost?
It depends. In this case, the perpetual preference shares do not meet the definition
of equity in IAS 32, because the instrument includes a contractual obligation to
deliver cash to the holder. [IAS 32 para 16]. The contractual terms of the
instruments are likely to give rise to cash flows that are solely payments of
principal and interest if the dividend rate per annum approximates the market
interest rate for perpetual instruments and the instrument accrues interest on the
deferred amounts. [IFRS 9 para B4.1.14 – Instrument H]. In such a case, if the
SPPI test is passed and the business model applied is to ‘hold and collect’, the
unquoted preferred shares could be measured at amortised cost.
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Impairment requirements
The recognition of impairment losses under IFRS 9 is based on the expected credit
loss model, which has to be applied to financial assets that passed SSPI testing and
are measured at amortised cost or at fair value through other comprehensive
income, lease receivables, contract assets, as well as for loan commitments and
financial guarantees not measured at fair value. [IFRS 9 para 5.5.1].
The general approach for the consideration of expected credit losses requires an
entity to recognise expected credit losses at each reporting date. The calculation of
loss allowances is based on a three-stage model. At initial recognition, financial
instruments are considered in stage one, and the calculated loss allowances should
reflect an amount equal to the 12-month expected credit losses. [IFRS 9 para 5.5.5].
This is the portion of lifetime expected credit losses that result from default events
on financial instruments within 12 months after the reporting date. [IFRS 9 App A].
For those financial instruments which are not determined to have a low credit risk
[IFRS 9 para 5.5.10], an entity has to analyse at each reporting date whether the
credit risk has increased significantly since initial recognition. [IFRS 9 para 5.5.9].
This assessment can be done on an individual or a collective basis, and it should
consider reasonable and supportable information (including forward-looking
information) that is available without undue cost or effort. [IFRS 9 para 5.5.4]. If
the credit risk for a financial instrument has increased significantly since initial
recognition, it is allocated to stage two of the general impairment model, and the
loss allowance to be recognised is equal to the lifetime expected credit losses. [IFRS
9 para 5.5.3].
If there is evidence that an asset is credit-impaired at the relevant reporting date
(see App A of IFRS 9), it is allocated to stage three of the general impairment
model. The loss allowance reflects, as in stage two, the expected lifetime credit
losses. In addition, the effective interest rate on credit-impaired financial assets has
to be calculated based on the amortised cost of the financial asset instead of the
gross carrying amount for assets in stages one and two. [IFRS 9 para 5.4.1(b)].
Expected credit losses are a probability-weighted estimate of credit losses – in
other words, the difference between present value of the contractual cash flows and
the present value of the cash flows that an entity expects to receive. [IFRS 9 para
B5.5.28]. Hence, the measurement of expected credit losses reflects a range of at
least two [IFRS 9 para B5.5.42] possible outcomes, which are discounted to the
reporting date [IFRS 9 para B5.5.44] and which consider reasonable information
that is available without undue cost or effort and also covers forecasts of future
economic conditions. [IFRS 9 para B5.5.17(c)]. The impairment gains or losses
resulting from changes in the amount of expected credit losses have to be
considered in profit or loss. [IFRS 9 para 5.5.8]. Any loss allowances for financial
assets measured at fair value through other comprehensive income do not reduce
the carrying amount of the asset, but they are considered in other comprehensive
income. [IFRS 9 para 5.5.2].
A simplified approach is used for trade receivables and contract assets that result
from transactions that are within the scope of IFRS 15 without significant financing
component, and it can be used for trade receivables and contract assets with
significant financing component as well as for lease receivables. Under this
approach, the entity always measures the loss allowance at the amount equal to the
lifetime expected credit losses, and it does not need to consider changes between
the stages. [IFRS 9 para 5.5.15].
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In the case of purchased or originated credit-impaired financial assets, the
cumulated changes in lifetime expected credit losses since initial recognition are
recognised as an impairment gain or loss. [IFRS 9 paras 5.5.13 to 5.5.14].
Q.D 1 Investment in equity securities
Fund A is a mutual fund investing in equity instruments issued by major European
telecoms. The fund designated some of the investments to be measured at fair value
through OCI in accordance with paragraph 4.1.4 of IFRS 9. Due to a significant
downturn in the European telecoms market, fund B recognises a valuation loss on
its investments in OCI.
Should fund A recognise an impairment loss in profit or loss?
No. Fund A classifies its investments in fair value through OCI, and thus it does
not recognise an impairment loss, or gains and losses from its investment in the
equity instruments, in profit or loss (that is, no recycling). However, dividends
could be recognised in profit or loss if the provisions in paragraph 5.7.1A of IFRS
9 are met.
Q.D2 Investment in debt securities
Fund B is a mutual fund investing in debt instruments. The fund is managed in
accordance with the ‘hold to collect and sell’ business model, and thus it classifies
its investments in fair value through OCI. The risk rating of the investments is wide
spread and ranks from AAA to CCC.
Can fund B make use of the exception for low credit risk investments in paragraph
5.5.10 of IFRS 9 and defer from monitoring the changes in credit risk on an
instrument-by-instrument basis?
No. Fund B classifies its investments in fair value through OCI, and thus it has to
apply the impairment provisions in IFRS 9. However, where the fund’s
investments are considered low credit risk investments, the fund could apply the
exception in paragraph 5.5.10 of IFRS 9 which allows it to assume that the fund’s
investments have not significantly increased in credit risk since initial
recognition.
In the above scenario, the fund’s investments have an external ranking that
provides evidence that not all of the fund’s investments are of low credit risk, so
the relief from monitoring the credit risk provided by paragraph 5.5.10 of IFRS 9
is not admissible for the fund as a whole. However, if the fund investments were
held in two separate portfolios (one holding all investment grade investments,
and the other holding the higher-risk investments), the answer might be different.
Q.D3 Investment in debt securities
Fund C is a mutual fund investing in debt instruments. The fund is managed in
accordance with the ‘hold to collect and sell’ business model, and thus it classifies
its investments in fair value through OCI. The risk rating of all of the investments
held by the fund is AAA and AA.
Can fund C make use of the exception for low credit risk investments in paragraph
5.5.10 of IFRS 9 and defer from monitoring the changes in credit risk on an
instrument-by-instrument basis?
It depends. For the fund to consider all of its investments to have low credit risk,
the investments need to have a low risk of default. In addition to that, it needs to
be assessed, from a market participant view, whether the issuer of the debt
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instrument has a strong capability to meet the contractual cash flow obligations
in the short term as well as in the long term, irrespective of adverse changes in the
economic and business conditions.
Based on paragraph B5.5.23 of IFRS 9, an investment grade rating might be an
indicator that the debt instrument has a low credit risk.
Q.D4 Investment in debt securities
Fund D classifies its portfolio of non-investment grade debt instruments as at fair
value through OCI, and thus it is required to monitor whether the debt
instruments’ credit risk significantly decreased compared to the previous period.
Fund D purchased some of the debt securities in tranches.
Can fund D monitor the changes in credit risk for all tranches together?
It depends. If, since the fund purchased the first tranche, the credit risk of the debt
instrument did not change (for example, similar rating), it might be appropriate
to monitor the changes in credit risk for all tranches as if they were purchased at
the same time. However, if the credit risk is different for the tranches purchased
at different times (for example, tranche 1 has a rating AAA and tranche 2 has a
rating AA), a combined approach (such as assessing that the risk rating for both
tranches is AA) might not be justifiable, because this might change the assessment
of whether the credit risk increased significantly for one of the tranches (in this
case, tranche 1).
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Hedge accounting
An entity can choose to apply either the hedge accounting requirements of IFRS 9
or to continue to apply the existing requirements of IAS 39 for all of its hedge
accounting. [IFRS 9 para IN10].
Generally, the objective of hedge accounting is to represent the effect of an entity’s
risk management activities using financial instruments to manage exposures
arising from certain risks that could affect profit or loss. The IFRS 9 hedge
accounting requirements continue to distinguish between three types of hedging
relationships: fair value hedges; cash flow hedges; and hedges of a net investment
in a foreign operation. [IFRS 9 para 6.5.2].
However, IFRS 9 also introduces some changes to hedge accounting, with the
intention of aligning the accounting more closely with risk management. This is
reflected in a wider range of possible hedged items, which includes groups of items,
components of an item, or a group of items that is a nil net position. [IFRS 9 paras
6.6.1 to 6.6.6]. Furthermore, it is also possible, under the hedge accounting
requirements of IFRS 9, to designate non-derivative financial instruments as
hedging instruments. [IFRS 9 para 6.2.2]. In addition, IFRS 9 offers an entity the
possibility to designate credit exposures under certain conditions as measured at
fair value through profit or loss, if the credit risk is managed with credit derivatives.
[IFRS 9 para 6.7.1].
The qualifying criteria for hedge accounting under IFRS 9 do not require the proof
of an effectiveness within a fixed range, but there has to be an economic
relationship between hedged item and hedging instrument. [IFRS 9 para 6.4.1(c)].
Retrospective effectiveness testing is no longer required. Any discontinuation of
hedge accounting applies prospectively from the date on which the qualifying
criteria are no longer met. This implies that an entity should not de-designate any
hedging relationships that still meet the qualifying criteria. [IFRS 9 paras B6.5.22
to B6.5.23].
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Transitional requirements
IFRS 9 is applicable for annual periods beginning on or after 1 January 2018, and it
generally has to be applied retrospectively in accordance with IAS 8. [IFRS 9 para
7.2.1]. At the date of initial application, an entity performs the classification, based
on the facts and circumstances that existed at that date, and applies it
retrospectively, irrespective of the entity’s business model in prior periods. [IFRS 9
para 7.2.3].
The contractual cash flow conditions have to be assessed on the basis of the facts
and circumstances that existed at the initial recognition of the financial asset.
[IFRS 9 paras 7.2.4 to 7.2.5]. Furthermore, an entity has to revise the designation
of financial instruments to categories on the basis of facts and circumstances that
exist at the date of initial application of the standard. This might lead to
adjustments of the former designation under IAS 39. [IFRS 9 paras 7.2.8 to 7.2.14].
Despite the requirement of retrospective application, an entity should provide the
disclosures set out in paragraphs 42L-42O of IFRS 7, but it is not required to
restate prior periods. Generally, a restatement is only allowed if it is possible
without the use of hindsight. If prior periods are not restated, the entity recognises
any difference between the previous carrying amount and the carrying amount at
the beginning of the period of initial application in the opening retained earnings.
[IFRS 9 para 7.2.15].
With respect to the initial application of impairment requirements, an entity uses
reasonable and supportable information, that is available without undue cost or
effort, to determine the credit risk at the date that a financial instrument was
initially recognised, and it compares that to the credit risk at the date of the initial
application of IFRS 9. [IFRS 9 para 7.2.18]. If it is not possible to determine,
without undue cost or effort, whether the credit risk has increased significantly
since the initial recognition, the entity has to recognise a loss allowance
corresponding to the lifetime expected losses, unless the financial instrument is low
credit risk at the reporting date. [IFRS 9 paras 7.2.19 to 7.2.20]. The requirements
of paragraph 7.2.15 of IFRS 9 might also be applied to impairment disclosures.
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Where to look for additional
information
Additional information on IFRS 9
Publications on classification:
Retail banking: practical implications of IFRS 9 classification and measurement
(In depth INT2018-03; issued January 2018)
(https://inform.pwc.com/s/Retail_banking_practical_implications_of_IFRS_9_classification_and_
measurement_PwC_In_depth_INT2018_03/informContent/1829101501155772#ic_182910150115577
2)

Corporate banking: practical implications of IFRS 9 classification and
measurement (In depth INT2018-02; issued January 2018)
(https://inform.pwc.com/s/Corporate_banking_practical_implications_of_IFRS_9_classification_a
nd_measurement_PwC_In_depth_INT2018_02/informContent/1857105701149014#ic_185710570114
9014)

Treasury and securities portfolios: practical implications of IFRS 9 classification
and measurement (In depth INT2018-01; issued January 2018)
(https://inform.pwc.com/s/Treasury_and_securities_portfolios_practical_implications_of_IFRS_9
_classification_and_measurement_PwC_In_depth_INT2018_01/informContent/1859103301132157#
ic_1859103301132157)

IFRS 9: Classification and measurement (In depth INT2014-05; issued August
2014)
(https://inform.pwc.com/inform2/s/INT2014_05_IFRS_9_Classification_and_measurement/infor
mContent/1432051608151978#ic_1432051608151978)

Publications on impairment:
IFRS 9 impairment: significant increase in credit risk (In depth INT2018-04;
issued January 2018)
(https://inform.pwc.com/s/IFRS_9_impairment_significant_increase_in_credit_risk_PwC_In_dep
th_INT2018_04/informContent/1834102601150563#ic_1834102601150563)

IFRS 9 impairment: revolving credit facilities and expected credit losses (In depth
INT2017-08; issued November 2017)
(https://inform.pwc.com/s/IFRS_9_impairment_Revolving_credit_facilities_and_expected_credit_
losses_PwC_In_depth_INT2017_08/informContent/1725282711113344#ic_1725282711113344)

IFRS 9 impairment: how to include multiple forward-looking scenarios (In depth
INT2017-05; issued August 2017)
(https://inform.pwc.com/s/IFRS_9_impairment_how_to_include_multiple_forward_looking_scena
rios_PwC_In_depth_INT2017_05/informContent/1717022708150826#ic_1717022708150826)
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Basel Committee guidance on accounting for IFRS 9 expected credit losses for
banks (In depth INT2016-02; issued March 2016)
(https://inform.pwc.com/s/Basel_Committee_guidance_on_accounting_for_IFRS_9_expected_cred
it_losses_for_banks_PwC_In_depth_INT2016_02/informContent/1648184003126267#ic_16481840
03126267)

Getting governance right on IFRS 9 expected credit loss: accounting policy and
implementation decisions (In depth INT2015-16; issued November 2015)
(https://inform.pwc.com/s/Getting_governance_right_on_IFRS_9_Expected_Credit_Loss_accounti
ng_policy_and_implementation_decisions_PwC_In_depth_INT2015_16/informContent/1554200311
108359#ic_1554200311108359)

IFRS 9: Impairment of financial assets – Questions and answers (In depth
INT2015-13; issued March 2015)
(https://inform.pwc.com/inform2/s/INT2015_13_IFRS_9_Impairment_of_financial_assets_Questio
ns_and_answers/informContent/1543264003107782#ic_1543264003107782)

IFRS 9: Expected credit losses (In depth INT2014-06; issued November 2014)
(https://inform.pwc.com/inform2/s/INT2014_06_IFRS_9_Expected_credit_losses/informContent/1
415113308150843#ic_1415113308150843)

Publications on hedge accounting:
Achieving hedge accounting in practice under IFRS 9 (In depth INT2017-09;
issued December 2017)
(https://inform.pwc.com/s/Achieving_hedge_accounting_in_practice_under_IFRS_9_PwC_In_dep
th_INT2017_09/informContent/1701045512146487#ic_1701045512146487)

IFRS 9: Hedging in practice – frequently asked questions (In depth INT2015-05;
issued January 2015)
(https://inform.pwc.com/inform2/s/INT2015_05_IFRS_9_Hedging_in_practice_Frequently_asked
_questions/informContent/1524305001096041#ic_1524305001096041)

General hedge accounting (Practical Guide No 48; issued January 2014)
(https://inform.pwc.com/inform2/s/48_General_hedge_accounting/informContent/1456074901128
251#ic_1456074901128251)

Disclosures on IFRS 9, ‘Financial Instruments’
IFRS 9 for banks: illustrative disclosures (issued February 2017)
(https://inform.pwc.com/s/IFRS_9_for_banks_Illustrative_disclosures/informContent/17582318021
55468#ic_1758231802155468)

IFRS 9 disclosures by banks in 2018 interim reporting and transition documents
(In depth INT2017-07; issued December 2017)
(https://inform.pwc.com/s/IFRS_9_disclosures_by_banks_in_2018_interim_reporting_and_transi
tion_documents_PwC_In_depth_INT2017_07/informContent/1738215811108521#ic_1738215811108
521)

IFRS 9 disclosures for corporates (In depth INT2017-06; issued September 2017)
(https://inform.pwc.com/s/IFRS_9_disclosures_for_corporates_PwC_In_depth_INT2017_06/infor
mContent/1755045909146362#ic_1755045909146362)

32

inform.pwc.com

IFRS 9: Expected credit loss disclosures for banking (In depth INT2015-02; issued
January 2015)
(https://inform.pwc.com/inform2/s/INT2015_02_IFRS_9_Expected_credit_loss_disclosures_for_b
anking/informContent/1522235301123500#ic_1522235301123500)

For a comprehensive look at the disclosure requirements for investment funds,
private equity funds and real estate entities, please refer to our Illustrative
Financial Statements series. The industry-specific illustrative financial statements
attempt to create a realistic set of financial statements. However, by necessity the
illustrative disclosures illustrate disclosures that might be immaterial to some
entities but material to others. Determining the level of disclosure is a matter of
judgement and, naturally, disclosure of immaterial items is not required.
Illustrative IFRS Financial Statements 2017 – Investment funds
(https://inform.pwc.com/s/Illustrative_IFRS_financial_statements_Investment_funds_2017/inform
Content/1705260210118843#ic_1705260210118843)

Illustrative IFRS Financial Statements 2017 – Private equity funds

(https://inform.pwc.com/s/Illustrative_IFRS_financial_statements_2017_Private_equity_funds/inf
ormContent/1854314201113354#ic_1854314201113354)
Illustrative Financial Statements of Private Equity Fund holding an Investment
Entity subsidiary 2016
(https://inform.pwc.com/s/Illustrative_Financial_Statements_of_Private_Equity_Fund_holding_a
n_Investment_Entity_subsidiary/informContent/1721092301150052#ic_1721092301150052#ic_1721
092301150052)

Illustrative IFRS Financial Statements 2017 – Investment property
(https://inform.pwc.com/s/Illustrative_IFRS_consolidated_financial_statements_Investment_prope
rty_2017/informContent/1812221701157410/Y/sec#ic_1812221701157410)
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Publications on other issues concerning financial
instruments
Disclosures on IFRS 7 and IFRS 13 for financial instruments:
With respect to the disclosure requirements in IFRS 7, ‘Financial Instruments:
Disclosures’, the In depth ‘IFRS 7 and IFRS 13 disclosures’ provides
information on how to apply the disclosure requirements to investment funds,
private equity funds, real estate funds and investment managers investing into
financial instruments.
IFRS 7 and IFRS 13 disclosures (In depth INT2014-01; issued February 2014)
(https://inform.pwc.com/inform2/s/INT2014_01_IFRS_7_and_IFRS_13_disclosures/informContent
/1401222605104101#ic_1401222605104101)

Offsetting financial instruments:
The IAS 32 and IFRS 7 offsetting amendments require investment funds (i) to reassess when they offset financial instruments for accounting purposes, and (ii) to
analyse what additional financial statement disclosures in relation to offsetting
might be required. The In depth ‘Offsetting financial instruments for
investment funds’ provides answers to frequently asked questions.
Frequently asked questions – Offsetting financial instruments for investment
funds (In depth INT2014-11; issued December 2014)
(https://inform.pwc.com/inform2/s/INT2014_11_Frequently_asked_questions_Offsetting_financial
_instruments_for_investment_funds/informContent/1446110212147393#ic_1446110212147393)

The bank’s perspective on the offsetting requirements is covered in the In depth
‘Offsetting financial instruments for financial institutions’.
Offsetting financial instruments for financial institutions (In depth INT2014-05;
issued July 2014)
(https://inform.pwc.com/inform2/s/Offsetting_financial_instruments_for_financial_institutions_P
wC_In_depth_INT2014_03/informContent/1455101707161091#ic_1455101707161091)

34

inform.pwc.com

Contacts
This publication has been prepared by the Global IFRS Asset and Wealth
Management Industry Accounting Group (Global AWM IAG).
Ireland
Jonathan O’Connell - Chair
+353 1 792 8737
jonathan.oconnell@ie.pwc.com
Australia

Japan

Stephanie Smith

Christopher Wigand

+61 (2) 8266 3680
stephanie.smith@pwc.com

+81 (0) 80 3715 3508
christopher.wigand@jp.pwc.com

Canada

Luxembourg

Derek Hatoum

Marc Minet – Global ACS

+1 416 869 8755
derek.hatoum@ca.pwc.com

+352 49 48 48 2120
marc.minet@lu.pwc.com

Cayman Islands

Singapore

Parmanan Deopersad

Patrick Yeo

+1 345 914 8721
p.deopersad@ky.pwc.com

+65 6236 3088
patrick.hc.yeo@sg.pwc.com

Channel Islands

South Africa

Roland Mills

Shiraz Hassim

+44 1481 752 048
roland.c.mills@gg.pwc.com

+27 11 797 5449
s.hassim@pwc.com

France

Switzerland

Benjamin Moise

Adrian Keller

+33 1 56 57 6031
benjamin.moise@fr.pwc.com

+41 58 792 2309
adrian.keller@ch.pwc.com

Germany

UK

Anita Dietrich – Coordinator

Jessica Taurae – Global ACS

+49 69 9585 2254
anita.dietrich@de.pwc.com

+44 20 721 5700
jessica.taurae@uk.pwc.com

Germany

UK

Carolin Stoek – RE IAG Representative

Richard McGuire

+49 69 9585 2216
carolin.stoek@pwc.com

+44 207 212 5838
richard.mcguire@pwc.com

Hong Kong

US

Josephine Kwan

Christopher May

+852 2289 1203
josephine.wt.kwan@hk.pwc.com

+1 973 236 5729
christopher.r.may@pwc.com

35

inform.pwc.com

Publications
Over the past few years, the Global AWM IAG has been responsible for developing
the firm’s global position on the application of IFRS to the asset and wealth
management industry by publishing various publications.
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