
IFRS 9 … the long-waiting hedge accounting standard 

 

We could compare the new IFRS 9 on hedge accounting to “Waiting for Godot” from Samuel 

Beckett. It is a pity that such an improvement is so slow to come. We all look forward to. However, 

the IASB takes pleasure in us wait and keep us in suspense. We still wait for the EFRAG position to 

know whether EU Commission will endorse as is the IFRS 9 or with carve-outs (what we all would like 

to avoid). 

 

Where are we with this long-waited standard? 

The final standard (chapter 6 on hedge accounting) has been published in September 2012. 

However, many constituents, users and preparers took the opportunity to further comment on the 

draft. Therefore, in January 2013 Board meeting, IASB made significant decisions to address main 

hedging strategies. What could be viewed as good news may also delay the final publication of the 

standard. The Board made important changes to clarify hedge accounting.  

What do the Board want to change? 

The currency basis spreads part of a forward contract (among other types of financial instruments) 

can be considered as “cost of hedging”. It means that a preparer could account for changes in the 

currency basis spread, to both cash flow hedge and fair value hedge, in OCI (‘Other Comprehensive 

Income” or the so-called “hedging reserve”) and consequently it could reduce P&L volatility. This 

provision should be welcome by all constituents. This measure should be compare to the logic 

applied to the accounting for time value in options. In practice, this new rule would include more 

operational difficulties. For applying the “hypothetical derivative” method, the preparer cannot 

include features in the value of the hedge item that only exist in the hedging instrument. Currency 

basis spreads is an example of such a feature.  

What is a “currency spread”? 

These spreads are a consequence of the crisis and correspond to the charge above the risk-free rate 

to compensate for country and liquidity risk. This charge applies to a forward FX transaction at a 

future point in time. Since 2008, basis spreads have increased significantly and constitute a volatile 

component of forward contracts or even cross-currency IRS. 



 

The Board wanted also to perform a limited outreach to better understand concerns of preparers 

about the macro cash flow hedging strategies. This additional analysis will delay further the final 

standard to be issued. The specialists claim that it should not be published before the second 

quarter of 2013.  

Let’s be patient and accept the idea that patience is queen of virtues. 

 

François Masquelier, Chairman of ATEL 

 

 

 

 


