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Are you prepared for the new financial instruments standard? 
The HKICPA has published HKFRS 9 – Financial Instruments – which will be effective for accounting periods 
commencing on or after 1 January 2018 and will be applied retrospectively subject to certain transition provisions. 
Early adoption is permitted. HKFRS 9 replaces the requirements of HKAS 39 Financial Instruments – Recognition and 
Measurement, which were generally considered overly complex. HKFRS 9 was issued by the HKICPA to maintain 
international convergence arising from the issue of IFRS 9 by the IASB. 

While the changes will most significantly impact financial institutions, all entities will need to consider whether the 
new requirements will affect the accounting for their financial instruments.  
 
So how will HKFRS 9 impact entities that are not financial institutions? 
• Financial assets may need to be measured differently 

as they will be classified on the basis of the cash flows 
associated with the asset and the entity’s business 
model instead of whether they meet defined criteria for 
different categories of financial asset as they are 
currently. 

• There is no longer a requirement to separate out 
derivatives embedded in financial assets from host 
contracts. The entire host contract will be measured at 
fair value with fair value changes recognised in profit or 
loss. 

• Equity instruments will generally be measured at fair 
value through profit or loss. However, it is possible to 
make an irrevocable election on an instrument-by- 
instrument basis to measure equity instruments that 
are not held for trading at fair value through other 
comprehensive income. Unlike HKAS 39, HKFRS 9 does 
not permit recycling of fair value gains and losses on 
such instruments to profit or loss. 

• Unlisted equity instruments previously classified as 
available-for-sale and measured at cost less 
impairment losses must now be measured at fair 
value. 

• Impairment losses will be recognised earlier as the 
new impairment requirements are based on an 
expected loss model, rather than the incurred loss 
model used under HKAS 39.  

• The new hedge accounting requirements are more 
closely aligned to the risk management objectives 
and strategies of the business, the purpose of which 
is to make hedge accounting more accessible. 

• There will be no major impact on the recognition and 
measurement of financial liabilities unless a liability 
has been designated at FVTPL in which case 
changes in the fair value of the liability attributable 
to changes in credit risk of the borrower are now 
recognised in OCI. 

 
What action do you need to take? 
• Identify the financial instruments you currently have and note how each one is measured. 
• For those financial assets that were within the scope of HKAS 39, identify the nature of the cash flows associated 

with them and the business reasons for holding them as this will impact their measurement. 
• For those available-for-sale unlisted equity investments previously measured at cost less impairment, fair value 

valuations will be required. 
• Earlier recognition of impairment losses may have an impact on key performance indicators or result in covenant 

breaches so it is important to identify how the new impairment model will affect these. 
• Consider whether the new hedge accounting requirements could be applied. 
• Look at the transitional arrangements and options available and how they should be applied.
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How we can help? 
RSM Hong Kong has the practical experience to guide you through HKFRS 9 advising on how the requirements 

may differ from your existing accounting policies, highlighting where key judgments will be required and 
explaining the transition arrangements and options available when implementing HKFRS 9. We can also offer 

tailored training on HKFRS 9 for your Audit Committee, Board of Directors or finance team. 

For more information on HKFRS 9, please get in touch with your usual RSM Hong Kong contact. 
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RSM Hong Kong was established in 1975 and is today one of the leading accounting and consulting firms with around 600 
professionals in Hong Kong, offering a wide range of services to local, mainland China and international clients.  Our 
services include Audit and Assurance, Taxation, Risk Advisory, Technology & Management Consulting, Transaction 
Advisory and Corporate Advisory 
 
RSM Hong Kong is a member firm of RSM, an international network of professional firms formed in 1964.  RSM is the sixth 
largest global network of independent audit, tax and consulting firms, encompassing over 120 countries, more than 800 
offices with over 41,400 people internationally and a total network fee income of US$4.9 billion. 
 
Our clients range from growth-focused entrepreneurial businesses through to leading multi-national organizations across 
many sectors and operating nationally and across borders. 
 
The aim of this IFRS/HKFRS Alert is to update readers on recent developments in financial reporting.  This Alert has been 
prepared based on content provided by RSM UK Group LLP as a general guide only and is not a substitute for professional 
advice.  No claims, action or legal proceedings in connection with the Alert by any individuals or companies placing reliance 
on the information contained in the Alert or for any decision based on it will be entertained by RSM Hong Kong, its partners 
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RSM Hong Kong is a member of the RSM network and trades as RSM. RSM is the trading name 
used by the members of the RSM network. 
Each member of the RSM network is an independent accounting and consulting firm, each of 
which practices in its own right. The RSM network is not itself a separate legal entity of any 
description in any jurisdiction. 
The RSM network is administered by RSM International Limited, a company registered in 
England and Wales (company number 4040598) whose registered office is at 50 Cannon Street, 
London EC4N 6JJ. 
The brand and trademark RSM and other intellectual property rights used by members of the 
network are owned by RSM International Association, an association governed by article 60 et 
seq of the Civil Code of Switzerland whose seat is in Zug. 
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