
Technical Update –
Financial Services
November 2019



Agenda

Technical Update – Financial ServicesPage 2

Welcome and Introductions

IBOR Reform 

IFRS 9 

IFRS 17 

Finance Function of the future 



IBOR Reform 
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Overview
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► After more than 40 years of organisations relying on interbank offered rates (IBORs) as a reference 
rate, regulators are seeking to replace the London Inter-Bank Offered Rate (LIBOR) and other IBORs 
with alternate risk free rates (RFRs). 

► Drivers for change:

► Systemic risk due to the uncertainty surrounding the durability of IBORs

► Decline in liquidity within the unsecured funding markets

► Reluctance from panel banks to submit quotes

► Charges of manipulation

Publication of LIBOR past 2021 is not guaranteed

EONIA 



IBOR Reform – Focus on the Euro Zone

Technical Update – Financial ServicesPage 5

► Benchmarks Regulation (« BMR ») applicable since January 1, 2018

► 2 years’ transition period which is expected to be extended until 12/31/2021

► Previous reference rates : maintained only if they comply with the new regulation as of 1/1/2020 at the latest

► New reference rates created after 1/1/2018: must be compliant and validated by the regulator

► EONIA will be replaced by ESTER (€ Short Term Rate) or all new contracts entered into from January 1, 2022 
onwards

► EBC calculation based on real transactions (interest rates on unsecured overnight banking deposits)

► Official publication started in October 2019 (but a « pre-ESTER » rate has been published since June 2018)

► EONIA will still be published for a certain transition period, by reference to ESTER and a fixed spread (ESTER + 
0.085%) 

► Fixed spread based on daily data on EONIA and pre-€STR between 4/17/2018 and 4/16/2019

► The reform of EURIBOR rates is more complex

► New methodology (called « hybrid ») defined by the EMMI (European Money Market Institute), which will give more 
weight to real transactions

► Gradual implementation



IBOR Reform – Status of the IASB project
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Issues pre-IBOR Reform1

Are hedged future cash flows indexed to 
IBOR « highly probable »?

Are hedged future cash flows indexed to 
IBOR « probable »? (recycling of OCI) 

Prospective effectiveness ?

IBOR component separately identifiable? 
(fair value hedge) 

Uncertainties on the 
amount and timing 

of cash flows 
indexed to IBOR

Uncertainties on the 
structure of interest 

rates markets

Entities must assume that 
the benchmark on which 

hedged cash flows are 
based is not altered, as 

long as uncertainty 
remains

Required only at inception 
of the hedging relationship

Reliefs



Phase 2 issues arising once the IBOR has undergone reform

De-designation and documentation of new hedging relationships?

Release of accumulated hedge adjustments: CFH reserve, FVH adjustments?

Documentation of hedged risk in FVH: separately identifiable and reliably measurable?

Modification or derecognition of the hedged item (including FVH adjustments)?

Effective interest rate: changes to floating rate cash flows, original EIR or new EIR?

Fair value measurement: replace IBOR in valuation models, change in estimate

Fair value hierarchy: Level 3 if IBOR becomes unobservable

IBOR Reform – Overview of Phase 2 of the IASB’s project
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Overall industry state of play
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Europe-based 
Financial Institutions

Programme 
director 

appointed

Initial 
programme

set-up

Budget
ring-fenced

High-level impact 
assessment 
completed

Detailed impact 
assessment 

launched

Transition 
strategy outlined

IBOR-free 
products design 

started

Maturity level of the transition programme +-

Bank 5

Bank 6

Bank 3

Bank 1

Bank 2

Bank 8

Bank 9

Bank 11

Bank 7

Bank 4

Bank 10

Bank 12
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High level challenge areas and considerations
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The below outlines potential challenge areas and considerations associated with IBOR transition, which should serve as the core foundation for impact 
assessments.

► Challenge: A holistic view of 
current IBOR uses in an 
organization is a prerequisite for 
robust impact analysis and 
transition planning.

► Consideration: Institutions 
should identify the complete 
scope and size of IBOR 
currencies and tenors 
referenced by product type.

► Challenge: Availability and 
liquidity in derivatives and 
money products will be required 
to facilitate term fixings in 
alternatives RFRs.

► Consideration: Institutions 
should consider the breadth of 
their IBOR usage, prioritize the 
critical tenor needs and evaluate 
liquidity impacts accordingly.

► Challenge: Mechanisms will be 
required to mitigate potential 
pricing variations and value 
transfer uncertainty.

► Consideration: Institutions need 
to assess the depth of impacts 
on risk and pricing models, 
processes and hedging 
strategies.

► Challenge: The transition to 
alternative RFRs is expected to 
require significant changes 
across business processes, data 
and technology infrastructure.

► Consideration: Operational 
cross-dependencies should be 
appropriately incorporated in 
implementation plans.

► Challenge: Balance sheet, P&L 
and risk exposures may be 
impacted as a result of the 
transition to alternative RFRs.

► Consideration: Institutions may 
consider conducting pro-forma 
analysis on the financial impacts 
to further inform transition 
strategies.

► Challenge: Contract 
amendments and client outreach 
may be among the main legal 
challenges.

► Consideration: Careful 
consideration should be given to 
interdependencies between 
structured products and 
embedded derivatives. 

► Challenges: Downstream 
impacts on taxation may involve 
revaluation of tax assets and 
liabilities, potentially resulting in 
acceleration of payments. 

► Challenge: Policy, process and 
system changes may be required 
to enable application of the 
alternative RFRs to the current 
fair value measurement and 
hedge accounting frameworks. 

► Challenge: Transactions should 
be reviewed to identify legal 
responsibilities and 
requirements to transition.

► Consideration: Cross-functional 
governance models should 
oversee transition efforts and 
modifications to existing control 
frameworks.

► Challenge: Institutions should 
consider potential regulatory 
implications associated with the 
transition, including any cross-
dependencies with current 
regulatory requirements

1 2 3 4 5

6 7 8 9 10

Product Market liquidity Risk management Data & technology 
infrastructure

Financials & balance 
sheet

Client Outreach and 
Negotiation

Tax Accounting Governance & controls Regulatory



IFRS 9
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Impairment: Lessons learnt from 2018 disclosures – High level overview
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► 2018: Publication by banks of their first full set of financial statements under IFRS 9

► Producing the new disclosures on credit risk has proved a challenge for a variety of operational reasons

► For many banks, processes around disclosures need to be further improved in 2019

► An EY benchmark on the YE 2018 disclosures revealed a high level of diversity among banks

► Understanding and comparing stories is challenging in practice

► Formats and level of disaggregation are very diverse

► Key metrics are still to be defined

► Banking and securities regulators are concerned by the lack of comparability

► DECL initiative (Disclosures of Expected Credit Losses sponsored by the Prudential Regulating 
Authority) – this has given rise to better disclosures among large UK banks.

► Qualitative and Quantitative recommendations



Staging: how do stage allocation and coverage compare? 
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Forward looking disclosures
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Continued regulatory focus and expectations driving day 2 remediation and 
process improvement activity 
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Dear CFO letter; thematic findings on IFRS 9 ECL accounting from 2018/19 reporting period (Oct 2019)

Thematic finding Issue and expectations 

Controls around new ECL 
models and data 

Economic scenarios

Model adjustments

Consistency

A pervasive issue continues to be weaknesses in aspects of firms’ controls and MI around 
new ECL models. PRA expects firms to continue to enhance their business-as-usual 
processes around ECL and upstream data sources

PRA was keen to see ECL methodologies evolve in the way which they consider multiple 
economic scenarios so that core models no longer have gaps and reliance on material PMAs 
is reduced

PRA expects firms to continue to develop and implement plans to better incorporate risks 
into core ECL models and to address data limitations. 

PRA pleased to see progress in developing metrics to monitor sensitivity/effectiveness of 
SICR. Further progress is needed to bring greater consistency in the application of IFRS 9 
ECL and we expect definitions of SICR to be part of this work



IFRS 17
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IFRS 17 timeline

Technical Update – Financial ServicesPage 16

2018
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IFRS 17 and IFRS 9 
effective date

1 January 2022

IFRS 17
standard issued

20222021202020192017

Implementation period Reporting

IFRS 9 effective date

Predominant insurance 
activities? Yes

Deferral

No

Overlay approach Today!

Build
Finance, data, 

actuarial solution – design
Remediate

Impact on 
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Balance 
Sheet 

UAT & 
Dry 

Runs
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UAT & Dry 
Runs



IFRS 17 – Overview

Technical Update – Financial ServicesPage 17

Solvency II
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IFRS 17 – IASB Exposure Draft on Proposed Amendments 
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► The IASB issued an Exposure Draft containing proposed amendments to IFRS 17 on 26 June 2019 
responding to concerns and implementation challenges raised by stakeholders

► 12 amendments are proposed to eight areas of the standard

► ED also contains several minor amendments to clarify wording or correct unintended consequences or 
oversights

► The 90-day comment period to respond to the ED ended on 25 September 2019

► IASB expects that the proposed targeted amendments will ease implementation of the Standard by:

► Reducing implementation costs for companies; and

► Making it easier for companies to explain the results of applying IFRS 17 to investors and others



IFRS 17 – Transition/balance sheet impact
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2. Derecognise IFRS 4

Assets

Reinsurer's share of liabilities

Deferred acquisition costs

Value of business acquired

Premiums receivable

Policy loans

Liabilities

Insurance contract liabilities

Unearned premiums

Claims payable

1. Recognise IFRS 17

Assets

Reinsurance contract assets

Insurance contract assets

Liabilities

Insurance contract liabilities

Reinsurance contract liabilities

3. Difference in Equity

+/– net difference

Key Changes for liabilities

► Portfolios of insurance (or 
reinsurance) contracts that 
are in an asset position 
presented separately from 
portfolios of insurance (or 
reinsurance) contracts that 
are in a liability position

► Acquisition cost cash flows, 
premiums receivable and 
unearned premiums are 
included in the measurement 
of insurance liabilities



IFRS 17 – income statement impact
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IFRS 4 IFRS 17 Key Changes

► Insurance contract revenue excludes 
investment components

► Revenue and expense are recognised as 
earned or incurred

► Insurance finance expense is excluded from 
insurance service result and is presented (i) 
fully in P/L or (ii) in P/L and OCI, depending on 
accounting policy

► Written premiums disclosed in the notes 

Net earned premiums

Interest, dividend and other investment income

Incurred claims and benefits

Change in provisions

Profit or loss

Insurance revenue

Insurance services expense

Incurred claims and expense

Acquisition costs

Gain/loss from reinsurance

Insurance service result

Investment income

Insurance finance expense 

Net financial result

Profit or loss

Discount rate changes on insurance liability 
(optional)

Total comprehensive income



IFRS 17 – disclosures
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► Purpose
► Information concerning the amount, the future development and uncertainties of cash flows 

resulting from the insurance contracts
► Qualitative and quantitative information concerning

► Balance sheet and P/L items
► Significant estimations and their changes
► Type and extent of risks, including sensitivity analysis

► Adequate aggregation level
► Contract type, product group
► Geography
► Reportable segment, as defined in IFRS 8

► Roll forward of the carrying amount of insurance contracts in tabular format
► Information concerning reinsurance assets

In
 g

en
er

al



Need to appoint a separate accounting lead (IFRS 17 specialist), actuarial lead 
(financial & business impact models), systems lead (ERP/EPM) and conversion project
lead (finance change specialist) to jointly manage the IFRS 17 conversion

IFRS 17 is much more than an 
accounting change, it has a major 
impact on the entire organization
(front-, middle- and back-office)

The biggest amount of work sits in the 
end-to-end Data, Systems & Process 
(DSP) changes – need to make sure IT 
does not become the bottleneck! 

Follow a proven IFRS implementation 
methodology (with structured and centrally 
prepared input templates)

Important to emphasize both the content
and process skills needed to get the job 
done (difficult to find people who master 
both skills equally well)

IFRS 17 – lessons learnt so far
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If you think that the IFRS 17 standard is 
difficult, wait till you try to implement this in 
real life!

Do not underestimate the amount of time it 
takes to find the required data to fulfil the 
extensive IFRS 17 primary financials and 
disclosure requirements

1 2 3

4 5 6

7 Language & culture

Communication

Scoping & planning



Finance Function of the 
Future
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Finance Functions must balance meeting regulatory requirements, steering the 
business and reducing costs whilst ensuring it can meet its future stakeholder 
demands
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Stakeholders are asking Finance to do more

Board
Maximise shareholder value and minimise enterprise risks

Employees
Better and more inclusive environment that enables personal growth and 

new skills opportunities

Operational leaders
Agile planning and budgeting cycle with predictive scenario-based 

analytics 

Business leaders
Influence strategy and business decisions and provide real time insights

Interbank market
Real time information about financial standing 
and appetite

Regulators
Timely compliance with changing regulations, with increased granularity 
and legal entity focus

Investors and analysts 
Focus on improving and sustaining profitability and increasing cash returns to 
shareholders over time. Achieve stable external credit

Finance needs to take action

Customers 
Ease to do business with at lower transaction cost whilst demonstrating 
‘value-add’

Finance needs to be in control. It needs to be 
able to deliver accurate, timely, consistent 
reporting and data to both internal and 
external stakeholders. Increasingly complex 
reporting and regulatory requirements need 
to be met

Finance needs a greater ability to analyse
large and complex datasets to support 
strategic and business decision-making. It 
needs to be able to make better predictions 
of outcomes and combine financial and
non-financial information to provide business 
insights

Finance needs to respond efficiently and 
consistently to regulatory and other 
mandatory requirements. It needs to be able 
to quickly codify changes in regulations and 
ensure compliance with accounting policies 
and multi-jurisdiction regulation whilst 
working seamlessly across Risk, Finance and 
Treasury

Cognition Control Compliance Cost Management

Finance needs to play a key role in 
supporting the wider organisation to manage 
and reduce its cost base. Finance also needs 
to continually look at how to reduce finance 
function costs, whilst being asked to do more



Driving transformation for the Finance Function to achieve desired outcomes
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People & Talent 
management
Increase finance function´s 
attractiveness, new ways of 
working and transform the 
finance team profile

Upgrading operating 
model
Scale de finance 
organization, converge with 
Risk and setup strategic 
partnership

Data
Foster better use of 
data to amplify the 
strategist and catalyst 
roles of finance

Digital & IT 
revolution
Invest time and Budget in IT 
integrationa and new 
technologies

New services
Build new services to 
créate alternative revenue 
streams and offset costs

Business partner
Make the CFO role 
evolve as a business 
partner and design new 
business



By using digital technologies and other enablers, finance are able to shift the 
focus to ‘value’ vs. just ‘cost’
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Analysis

Controls and 
verifications

Transaction 
processing

Analysis

Controls and 
verification

Transaction 
processing

Focus on being responsive, insightful and efficient

Agile finance state
Measured by value metrics

Focus on efficiency and compliance

Traditional current state
Measured by cost metrics

vs.



There are a range of enablers that will help you move towards your Finance 
Function of the Future
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Blockchain
A leading French firm leveraged Blockchain and robotics to 
interact with legacy systems to execute trades via smart 
contract

Cloud & Software as a Service (SaaS) 
A large UK headquartered Bank is moving to a new Chart of 
Accounts using Cloud Consolidation tools, enabling them to 
automate and accelerate their consolidation process

Advanced data analytics
A Global Bank is delivering data driven scenario and 
performance modelling linked to business drivers to enhance 
accuracy of forecasting

Machine learning and artificial intelligence
An American multinational firm has remediated 10 years’ 
worth of data for half a million risk factors

Big data
Global Tier 1 Bank creating a large single data set facilitating the join up 
of siloed processes across Finance into a single e2e production process, 
enabling an activity led organisation 

Robotics
A large financial services firm implemented RPA in 
Product Control, reducing the Daily P&L and IPV 
team size by c. 70%

Finance talent
A Global Bank is investing heavily in Finance people driving the solution of 
Finance business problems through new technologies. Achieved through 
start-up mentality in Finance Lab.

How is your Finance Function positioned against each of these enablers? 

Visual analytics
UK based insurer implementing Visual Analytics to 
deliver statutory reporting disclosures with the 
ability to quickly filter reporting views and drill down 
to underlying calculations and journals



Key insights – EY EMEIA CFO Banking Survey 
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Time spend

Relative to 5 years ago, Finance is 
spending more time in all areas 

across the Finance Function

100%

56% of Finance Leaders say they 
are spending too much time on 
Financial Reporting, whilst 44% 

expect to spend less time on it in 
the next 5 years time

56%

44%
73% of Finance Leaders say they are 
spending too little time on Financial 

Analysis and Insights, whilst 84% 
expect to spend more time on it in 

the next 5 years

73%

84%

62% of Finance Leaders say they are 
spending too little time on Strategy 
Development and Strategic Decision 
Making, whilst 76% expect to spend 
more time on it in the next 5 years

62%
76%

Priorities

Finance leaders believe that increased 
regulator demand for more timely and 

comprehensive data will have the 
largest impact on the Finance Function

#1 Risk 
Management 

& Control

3 1

Business 
Analysis

Process 
Optimisation

2

Being able to quickly produce Scenario 
Analysis & Profitability Analysis is 
considered the top way Finance 

provides value to end customers by 
Finance Leaders



Key insights – EY EMEIA CFO Banking Survey (cont’d) 
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Capabilities and Skills

Technology

31

Sophisticated 
Planning & 
Forecasting

Big data & Advanced 
Analytics

Capabilities that are critical to the
Finance Function over the next 5 years

Agility & 
Responsiveness

1

Improving commercial knowledge and
understanding to better partner with the Business

Building skills in predictive and prescriptive
analytics

Developing a wider Finance Function leadership
team to assume delegated CFO responsibilities

Improving regulatory knowledge to keep abreast
of an uncertain and changing environment

     
       

       
     

       
   

     
  

Skills that are critical to the Finance Function over the next 5 years
Low

Critical 
Technologies 
for the future 

Finance 
Function

Low High

Blockchain

Artificial Intelligence (including machine
learning)

Robotic Process Automation

Cloud and SaaS

Implementing new / uprgading existing ERP
systems

Big data technologies

Rationalisation of Regulatory Reporting systems

Advanced Data Analytics and Forecasting

Barriers to 
reshaping the 

Finance Function

High



Key insights – EY EMEIA CFO Banking Survey (cont’d) 
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Shape of the workforce

Looking forward

79% of Finance Leaders agree that they 
will increasingly need to recruit Finance 

executives with technology and data 
science skills and experience in the future

79%

79% of Finance Leaders agree that they 
will increasingly need to recruit from a 
diverse pool of talent to find the next 

generation of Finance Leaders 

79%

43% of Finance Leaders agree not 
enough female leaders are emerging in 

their current Finance Function

43%



Questions to help drive your conversations forward
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How will Finance expand its value-add to the business and meet growing stakeholder expectations?

Are you familiar with new digital technologies available in the market and potential use cases in your function? 
What processes could be enhanced through the adoption of these technologies?

What building blocks need to be in place to enable you to pivot your workforce towards the future finance 
organisation?

Do you have the right change culture to support the operating model transformation?

What needs to shift in your operating environment to support the operating model transformation? How ready is 
your team for the adoption of new technologies?

What additional capabilities do you need to drive successful leadership of the Finance function of the future?

Where can you achieve quick high impact wins that will bring efficiencies to fund your longer-term strategic 
transformation?

1
2
3
4
5
6
7



Q&A
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EY Publications
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Please contact scotlandmarketing@uk.ey.com if you would like any of the following:

► IBOR transition – IFRS challenges and 
considerations

► End of an IBOR era – Key transition challenges 
for the financial services industry

► IFRS 9 expected credit loss: making sense of the 
transition impact

► Regulatory treatment of accounting provisions

► International GAAP disclosure checklist

► Applying IFRS – presentation and disclosure 
requirements of IFRS 15

► Applying IFRS – A closer look at IFRS 15, the 
revenue recognition standard

► Applying IFRS – Accounting by holders of crypto-
assets

► IFRS(#) Accounting for crypto-assets

► Applying IFRS – Impairment of financial 
instruments under IFRS 9

► Applying IFRS – A closer look at the new leases 
standard

► Applying IFRS in Financial Services – the new 
leases standard

► Applying IFRS – a closer look at the new 
insurance contracts standard

mailto:scotlandmarketing@uk.ey.com


Key Contacts 

Technical Update – Financial ServicesPage 34

Mike Jenkins 
Partner 
mjenkins@uk.ey.com

Taryn Bles 
Manager
tbles@uk.ey.com

Thomas McFarlane
Director 
tmcfarlane@uk.ey.com

Johanna Young 
Manager
jyoung@uk.ey.com



Thank you
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About EY

EY is a global leader in assurance, tax, transaction and advisory services. 
The insights and quality services we deliver help build trust and confidence 
in the capital markets and in economies the world over. We develop 
outstanding leaders who team to deliver on our promises to all of our 
stakeholders. In so doing, we play a critical role in building a better 
working world for our people, for our clients and for our communities.

EY refers to the global organization, and may refer to one or more, of the 
member firms of Ernst & Young Global Limited, each of which is a separate 
legal entity. Ernst & Young Global Limited, a UK company limited by 
guarantee, does not provide services to clients. Information about how EY 
collects and uses personal data and a description of the rights individuals 
have under data protection legislation are available via ey.com/privacy. For 
more information about our organization, please visit ey.com.

Ernst & Young LLP

The UK firm Ernst & Young LLP is a limited liability partnership 
registered in England and Wales with registered number OC300001 
and is a member firm of Ernst & Young Global Limited.

Ernst & Young LLP, 1 More London Place, London, SE1 2AF. 
© 2019 Ernst & Young LLP. Published in the UK.
All Rights Reserved.

EY-000109536-01 (UK) 11/19. CSG London.

ED None

Information in this publication is intended to provide only a general outline of the subjects covered. It 
should neither be regarded as comprehensive nor sufficient for making decisions, nor should it be 
used in place of professional advice. Ernst & Young LLP accepts no responsibility for any loss arising 
from any action taken or not taken by anyone using this material. 
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