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Objective
To provide disclosures in financial statements that enable users to 
evaluate:

• the significance of financial instruments for the entity’s financial position 
and performance

• the nature and extent of risks arising from financial instruments

• applies to all financial instruments except:

• Interests in Subsidiaries, Associates and Joint ventures (IAS 27, 28 
& 31) – except where the instrument is held as ‘available for sale’

• Employee Benefit Plans (IAS 19)

• Insurance Contracts (IFRS 4)

• Business Combinations (IFRS 3)

• Loan Commitments, Provisions (IAS 37)

• Share Based Payment (IFRS 2)

Scope
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Overview

• Applies to ALL entities that have financial 
Instruments

•Impacts any entity that holds even simple 
instruments such as borrowings, accounts payable 
and receivable, cash and investments

•Entities are required to report the metrics they use 
internally to manage and measure financial risks
•Requires reporting entities to disclose the 
sensitivity of their results to movements in market 
risks as a consequence of their financial instruments
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Introduction 

The main features of IFRS 7 are:

• Applies to all risks arising from all financial instruments,   

• Applies to all entities, including entities that have a few 
financial instruments

IAS 32 and 39 are the principal standards that govern the 
measurement and recognition for financial instruments. 
However there are certain financial instruments (non 
recognised financial instruments) that are covered by IFRS 7.
For example, loan commitments not within the scope of IAS 
39 Financial Instruments: Recognition and Measurement
(IAS 39)
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Disclosure

Balance sheet or respective notes

• carrying amounts of each category of financial instruments (as described in IAS 
39) need to be disclosed on the face of the balance sheet or in the notes

• special disclosures for instruments designated to be measured at fair value 
through profit and loss – credit risk, market risk and changes in fair value

• reclassifications of financial instruments from fair value to amortised cost or vice 
versa

• disclosures about derecognition, including transfers of financial assets for which 
dercognition is not allowed by IAS 39

• information about financial assets pledged as collateral and financial/non-financial 
assets held as collateral (e.g. liens)

• reconciliation of the allowance account for credit losses (bad debts) 

• breaches of terms, remedies and amounts involved of loans
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Disclosure
Balance sheet or respective notes
The required core balance sheet disclosures for each category of financial assets 
and financial liabilities include the carrying amount and related fair value, along 
with the amount of and reason for any reclassifications between categories. 
Disclosures relating to financial instruments held for trading should be presented 
separately from those designated at fair value through profit or loss.
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Income statement, equity and respective notes

•items of income, expense, gains or losses either on the 
face of the financial statements or in the notes from each 
category in IAS 39
• total interest income and total interest expense 
(calculated using the effective interest method) for financial 
assets or financial liabilities that are not at fair value 
through profit or loss
• fee income and expense (other than amounts included in 
determining the effective interest rate)

• interest income accrued on impaired financial assets

• the amount of any impairment loss for each class of 
financial asset
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Other disclosures

• accounting policies – for a better understanding of the 
financial statements (IAS 1)

• fair value of all classes of financial instruments including:

• comparable carrying amount

• basis of determination of fair value (valuation technique 
and assumptions) 

• information if the fair value cannot be measured reliably

• detailed movement for each class of financial 
instruments  
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Risk disclosures 

Required for evaluation, nature and extent of risks arising 
from financial instruments an entity is exposed to. 

Qualitative disclosures 

For each type of financial instrument:

• exposure to risk and how they arise 

• objectives, policies and processes used by 
management to manage the risk 

• changes in the above from the previous period
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Quantitative disclosures

Provide information about the extent that entity is exposed to 
risk based on information provided internally to key 
management personnel

• credit risk 

• max exposure before taking into account any collaterals 

• description of collateral held as security 

• information about the credit quality of financial assets 
(foreclosed assets)

• credit quality of financial assets whose terms have been 
renegotiated 
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Quantitative disclosures

• liquidity risk 

• maturity analysis for financial liabilities 

• market risk

• sensitivity analysis for each type of market risk 
(interest rate risk, currency risk and price risk) and its 
effect on the operating results of the company

For all types of risks, the entity must disclose methods and 
assumptions used in preparing the analysis disclosed in the financial 
statements, its internal procedures to mitigate these risks and any 
changes from previous periods.


