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An analytical study of the problems and challenges of
complying with the requirements of Egyptian Accounting
Standard No. 47 "Financial instruments'” on the banking
sector, “An applied study on banks registered in the Egyptian
Stock Exchange”

Abstract

There are many criticisms that have been directed at the International
Financial Reporting Standard No. 39 corresponding to the previous Egyptian
Accounting Standard No. 26 Financial Instruments Recognition and
Measurement, and accordingly Ministerial Decision No. 69 of 2019
amending some of the Egyptian Accounting Standards and the issuance of
the Egyptian Accounting Standard No. 47 “financial instruments” in
accordance with IFRS 9.

The general objective of this study is to study and analyze the effects of
applying the Egyptian Accounting Standard No. 47 "Financial Instruments"
on the banking sector in terms of problems and challenges of compliance
with the requirements of applying the standard.

The theoretical study concluded that the application of the new standard in

Egypt draws attention to a number of problems and implementation
challenges related the application of the concept of the business model and
its effect on the re-classification of financial assets according to business
model.
The standard also emphasis on early recognition of expected credit losses
(ECL), In addition to the impact of applying the new standard on the first
level regulatory capital (CET1), which includes equity capital and retained
earnings, as it must maintain a basic level of capital adequacy.

The applied study that was carried out on the banks listed on the Egyptian
Stock Exchange resulted in a number of important results:

- There is statistically significant differences in the ratio of the impairment
burden, net income, retained earnings, reserves and accounting provisions
before and after the application of Standard 47,so the first hypothesis of the
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study which was not approved. This may be due to that the majority of of the
largest sector of Egyptian banks failed in implementing the standard
adequately.

-There is a positive statistically significant positive correlation between the
application of Egyptian Accounting Standard No. 47 and changes in the
capital structure of the first level and reserves, and this proves the validity of
the second hypothesis of the study.

-The degree to which banks applied to the Egyptian Accounting Standard
No. 47 differed, as the study showed that the banks that were subjected to
the study were classified into three groups, the first group of banks that
applied the standard and the effect of the application was clearly visible in
their financial statements, while the second group of banks that applied the
standard partially and the effect of the application appeared slightly in their
financial statements, and the third group, which are banks that did not apply
the standard, and the effect of applying the standard did not appear in their
financial statement.this results Proved the validity of the third hypothesis of
the study.

Key words: Egyptian Accounting Standard 47, Listed Egyptian banks,
Expected Credit Losses (ECL), Impairement burden, Capital Structure of the

First Level (CET1).
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