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Impact of IFRS 9 Adoption on Value at Risk: Applied Study on Egyptian
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Abstract

The new standard of IFRS 9, as a replacement of IAS 39, has resulted in
controversy and disagreement among researchers about the impact of the
treatments on the risks that financial institutions, including banks, will be
exposed to as a result of applying the standard. Some scholars have revealed
that the adoption of IFRS 9 would lead to improve the quality of accounting
information and reduce the negative consequences of IAS 39, therefore will
contribute to mitigate the risks. On the other hand, some arguments indicate that
IFRS 9 has increased risks as result of lack in accounting treatments included,
especially when dealing with credit losses. The standard requires formulating
the provision for loan losses, which cause to increase liquidity risks, difficulties

to repay obligations and poor lending policies. This study aims to investigate
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the impact of the adoption of IFRS 9 on the value at risk (VAR) as one of the

risk measurement methods, with application to the banks listed on the Egyptian
stock exchange. In order to test this effect, the researcher uses the financial
reports of the thirteen banks registered in the Egyptian Stock Exchange for the
year 2019 in order to compare risks before and after applying IFRS 9 using one
of the risk measurement methods, which is the value at risk. The study
concluded that Egyptian banks are exposed to risks in light of the application of
the Egyptian Accounting Standard No. 26 (where the Egyptian Accounting
Standard No. 26 is consistent with International Accounting Standard No. 39) is
less than the risks that Egyptian banks are exposed to in light of the application
of the International Financial Reporting Standard No. 9. Additionally, the
application of IFRS 9 has added financial burdens which represent an obstacle
for increasing the return from regular activity compared to the situation before
applying the standard. Therefore, the study recommends the necessity to amend
the treatments mentioned in the International Financial Reporting Standard No.

9 to address the issues resulting from the deficiencies in those treatments.

Keywords: IFRS9, IAS39, EAS27, Value at risk and Credit losses.
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