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/ƘŀƛǊƳŀƴΩǎ ǎǘŀǘŜƳŜƴǘ

¢ƘŜ ǳƴŎŜǊǘŀƛƴǘȅ ǎǳǊǊƻǳƴŘƛƴƎ ǘƘŜ ¦ƴƛǘŜŘ YƛƴƎŘƻƳΩǎ 
process of implementing the decision to leave the 
European Union and the world trading outlook have 
created a difficult setting for international banks present 
in London.  Emerging markets have also faced 
uncertainties over foreign exchange markets and 
interest rate policies.

As a bank positioned  to act as bridge between 
international capital markets and African borrowers and 
trade and project financing in Africa ςBMCE  Bank 
International has continued to build on the synergies 
created by serving as a key partner of the BMCE Bank of 
Africa Group.  This has recently been fortified by the 
DǊƻǳǇΩǎ ŜǎǘŀōƭƛǎƘƳŜƴǘ ƻŦ ŀ ōǊŀƴŎƘ ƛƴ {ƘŀƴƎƘŀƛΦ

BMCE Bank International has also taken initiatives to 
establish its own presence in key markets such as 
Switzerland and the Middle East, establishing offices in 
Zurich and Dubai ςkey locations for trade and 
commodity finance.  We continue to be active in 
Treasury and Capital Markets.

¢ƘŜ ¦ƴƛǘŜŘ YƛƴƎŘƻƳΩǎ ŘŜǇŀǊǘǳǊŜ ŦǊƻƳ ǘƘŜ 9¦ Ƙŀǎ ŀƭǎƻ 
required reconfiguration of the BMCE Bank of Africa 
DǊƻǳǇΩǎ ǇǊŜǎŜƴŎŜ ƛƴ 9ǳǊƻǇŜΣ ŜǎǘŀōƭƛǎƘƛƴƎ ŀƴ 9¦ 
άǇŀǎǎǇƻǊǘέ ōŀǎŜ ƛƴ {Ǉŀƛƴ ŀƴŘ ƳƻǾƛƴƎ ǘƻ ǘǊŀƴǎŦŜǊ ǘƘŜ 
ōǊŀƴŎƘ ƛƴ tŀǊƛǎ ǘƻ ǘƘŜ DǊƻǳǇΩǎ ōŀƴƪ ƛƴ aŀŘǊƛŘΦ

In keeping with these changes, our bank here in London 
has devoted attention to the need to review and 
strengthen our ability to adhere fully with the 
heightened regulatory regime in the United Kingdom.  
Our Board has been refreshed and fully engaged in 
ensuring that corporate governance and senior 
management are up to the high standards expected.  

The BMCE Bank of Africa Group have also adopted the 
UK standards as those to be sought throughout the 
DǊƻǳǇΩǎ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ƴŜǘǿƻǊƪΦ

The plan to transfer the business of our Paris branch to 
our sister branch in Madrid has demanded review of our 
back-office and core supporting systems (IT, Internal 
Audit, Compliance and Risk Management) and we have 
undertaken a full programme of fortifying our team.

We look forward to playing a major role in the City of 
London as the key financial market for the future 
economic development of Africa.
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/ƘƛŜŦ 9ȄŜŎǳǘƛǾŜ hŦŦƛŎŜǊΩǎ ǊŜǾƛŜǿ

Throughout a year of change and volatile political and 
economic configurations, BMCE Bank International has 
made a strong progress in its core 
fundamentals/foundations. Our structural fortes 
remained unchanged: our group, BMCE Bank of Africa, 
along with its deep geographic reach in Africa, and our 
long-lasting synergies with our sister companies within 
the pan-African network of our group. 

!ǎ ǿŜ ƭƻƻƪ ǘƻ ǘƘŜ ȅŜŀǊ ŀƘŜŀŘ ƻŦ ǳǎΣ !ŦǊƛŎŀΩǎ ǇŜǊŦƻǊƳŀƴŎŜ 
has been slow due to various political and economic 
patterns. The continent appears to be steadying and 
sustains its potential to add substantial value and 
revenue diversity to us investors. Overall, our revenue 
streams have evolved in a less resilient market 
environment, and the recovery was gentle to come in a 
less dynamic market in sub-Saharan Africa. Not to 
mention, lower fixed income margins observed across 
our portfolio counting all our asset classes. 

On another hand, and because of the growing scrutiny 
on the financial services sector in Europe and the United 
Kingdom, crucial changes had to be initiated and 
sustained in order to continue to operate with 
outstanding standards, scrupulously complying with 
laws and regulations in place. 

At BMCE Bank International, we have consistently 
applied regulatory changes and acted in full support of 
compliance high standards principles and when it comes 
to values and behaviour, we aim at being ahead of the 
change for the coming years. The control framework has 
been given our unfailing support. All the corporate 
governance structure components (first, second and 

third lines of defence) are playing their role effectively. 
The introduction of a new code of conduct and ethics, in 
ƭƛƴŜ ǿƛǘƘ ƳŀǊƪŜǘΩǎ ōŜǎǘ ǇǊŀŎǘƛŎŜǎΣ ŀƴƴƻǳƴŎƛƴƎ ŀƴ 
updated approach to our internal culture and behaviour 
will benefit our business and our organisation for years 
to come.

The United Kingdom historic vote to leave the European 
Union affected 2018 with the negotiations about the 
exit and the new relationship with the EU. BMCE Bank 
International has started its reconfiguration and 
restructuring process. 

2018 year was for BMCE Bank International a year of 
consolidation introducing a new strategy and approach. 
Our strategy forward is based on four pillars: continue 
to grow in terms of size and reach, maintain our strong 
capital structure, transform our governance-operating 
model while mitigating our risks and uniting our people. 
We will continue our strong consolidation phase with 
clear objectives around delivering outstanding services 
and better serving our partners and shareholders.

BMCE Bank International has fully opened its two 
representative offices in both Zurich and Dubai, 
reaching a new set of partners, growing our 
geographical footprint and strengthening our core 
international dimension, serving all of our core business 
lines: Capital Markets, Debt and Trade Finance. 
Likewise, we are continuing to equip our businesses and 
support functions with key profiles and investments in 
terms of systems and technologies. 

Our ambition is to stay a UK pan-African bank as a 
άƎŀǘŜǿŀȅ ŦƻǊ !ŦǊƛŎŀέ ŦǊƻƳ ǘƘŜ ǇǊƻƳƛƴŜƴǘ ŦƛƴŀƴŎƛŀƭ ǇƭŀŎŜ 
that is London and become a reference bank in the 
United Kingdom linking investors with the growing 
opportunities arising from Africa. Our African DNA is 
what we strive to build upon. 

I am very pleased with where BMCE Bank International 
is today and that is in large part in view of our dedicated 
staff and their sustained energy, always thriving to serve 
our clients and partners

Houssam El Hak Morssi Barakat 
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Strategic Report

The Directors present their Strategic Report for BMCE 
Bank International plcόάǘƘŜ .ŀƴƪέύ ŦƻǊ ǘƘŜ ȅŜŀǊ ŜƴŘŜŘ 
31 December 2018.

OurStrategicpriorities andprogress

Organisationof governingbodies

CorporateGovernanceremainsa key area focus. Its
goal is to ensurean effectivedecisionmakingprocess
throughout the business. The Governancewithin the
Bankisachievedby the followingbodies:

Å The Board of Directors consisting of six Non-
Executive Directors of which three are 
independent Non-Executive and the Chief 
Executive Officer, and others regularly attended 
including the Managing Director and Head of Risk, 
the Chief Financial Officer and the Head of Internal 
Audit. The Board approves the overall strategy and 
the broad guidelines of BBI plc.

Å The Risk Committee consists of two non-executive 
Directors. The Managing Director and Head of Risk 
has a standing invitation. Other members of the 
Board, the Chief Executive Officer, the Chief 
Financial Officer and the Head of Internal Audit are 
invited. The Risk Committee monitors and assesses 
the adequacy and effectiveness of risk 
management policies and processes. It monitors 
the full range of risks, financial and non-financial, 
including credit, market, liquidity, funding, capital, 
operational and regulatory risks.

Å The Audit Committee consists of two Non-
Executive Directors. The Head of Internal Audit has 
a standing invitation. The Chairmanof the Board, 
the Chief Executive Officer, other members of the 
Board, and Departmental Heads, example, the 
Chief Financial Officer, the Head of Risk are 
regularly invited. The committee monitors the 
adequacy and effectiveness of controls, processes, 
governance, integrity of financial statements and 
objectivity of internal and external auditors.

Å The Remuneration Committee is headed by a non-
executive Director. According to best practices, 
this committee is established to ensure that 
remuneration arrangements support our business 
strategic aims and enable the recruitment, 
motivation and retention of senior executives, 
whilst also complying with the requirements of 
regulation.

Å Other committeesinvolvedin the decisionmaking
processesof BBIplcare:

ς ExecutiveCommittee

ς AssetandLiabilityCommittee

ς CreditCommittee

ς Steeringand Control Committee for
Parisbranch

ς Human Capital and Communication
Committee

ς ComplianceCommittee

Upgrading of information technology system

Our constant goal is to improve our IT system.

In 2018, the Bank continued to strengthen its IT 
system. The IT system is still seen as a strategic 
investment for us, for achieving a sustainable growth 
of our business model. It is an Information System 
oriented and used essentially for the Regulatory 
Reporting intended for the PRA. Beyond regulatory 
reporting, this IT system continuous to be our 
leverage to build new opportunities, for enhancing 
quality, reliability and the management of our 
reporting.

Diversification of our investment bank

Å BBI plc focuses its continuous efforts to transition 
towards becoming an investment bank with a 
particular focus on developing African business. 

Å BBI set up two representative offices in Zurich and 
Dubai to develop successful relationship with 
financial places that count in African businesses.

Achievement of business objectives

Å Achieving our goals was undoubtedly a result of 
continuing our sales oriented efforts with on-going 
cost control and further optimisation of the risk 
return.

Å Commercial efforts: Remaining dynamic on 
marketing and communication by sponsoring 
several events, attending many meetings and 
conferences related to business in Africa.

Å Group Synergies: Capitalising on the BMCE Bank of 
Africa brand for the acquisition of new customers 
and continually being a key player for creating 
synergies within the BMCE Bank of Africa Group. 
Several successful combined transactions with 
other entities of the Group generated substantial 
revenues at Group level. We are still developing 
our network and co-financing projects with other 
subsidiaries of BMCE Bank of Africa. We are still 
expecting strong benefits from Group synergies for 
both of the components "Buy Side" and "Sell Side". 
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Strategic Report (continued)

Achievementof businessobjectives

Å Diversification: Emphasisingthe geographic and
sectoraldiversificationof our "TargetaŀǊƪŜǘέ. BBI
plc diversified its sources of funding including
other banksoutsidethe BMCEGroupand in taking
moredepositsfrom corporatecustomers.

Å Risks: Maintaining the level of "RiskAppetite" as
approvedby the Board. BBIplc RiskAppetite has
been reviewed and we have delivered enhanced
risk managementpracticeswith risk limits aligned
to a carefullyconsideredbusinessstrategy.

Å Focusingin working to enhance our system of
governanceand control to ensure that we are
operatingin anefficient manner.

Economical overview 

Sub Sahara Environment 

The aggregate picture is showing multispeed growth: 
while most non-resource intensive countriesτhalf of 
the countries in the regionτcontinue to perform well, 
as they benefit from lower oil prices, an improved 
business environment, continued strong 
infrastructure investment and most commodity 
exporters are under severe economic strain. This is 
particularly the case for oil exporters whose near-term 
prospects have worsened significantly in recent 
months and have seen their ratings being 
downgraded. Sub-Saharan Africa remains a region of 
immense economic potential, but policy adjustment in 
the hardest-hit countries needs to be enacted 
promptly to allow for a growth rebound.

LƴǘŜǊƴŀǘƛƻƴŀƭ ŀƴŘ  [ƻŎŀƭ 9ƴǾƛǊƻƴƳŜƴǘ Υ .ǊŜȄƛǘΧ

In 2018, the UK marketcontinuedto fluctuateamid
high uncertaintiesabout the output of Brexit
negotiations.  Despiteimprovingmacro-economic
indicators acrossEurope, the lack of confidence 
remained high. The US interest rates were raised 
twice  and 2019 policy outlook remained unchanged.  

.

Risk Management Framework 

BBI plcadopts the risk management model known as 
ǘƘŜ ΨǘƘǊŜŜ ƭƛƴŜǎ ƻŦ ŘŜŦŜƴŎŜΩ ƎƻǾŜǊƴŀƴŎŜ ƳƻŘŜƭΦ ¢Ƙƛǎ ƛǎ 
the model of risk management that allows the Board 
to implement and control the decisions on strategy, 
risk and capital that are taken by the Board. 

This model allows BBI plc to implement effective risk 
management and a risk culture.

The Board of Directors has ultimate accountability for 
risk management. Together, with  various committees 
within BBI plcand risk policies , they are an integral 
part of BBI ǇƭŎΩǎRisk management framework.

BBI plc is committed to ensure that its risk 
management framework is robust, up to date and in 
line with best practice.

BBI plcperiodically reviews its risk appetite and 
ensures  that it is in line with the current 
environment, the strategy of BBI plcand budgets. This 
is provided in both business as usual  and stressed 
conditions.

BBI plcLending portfolio continues to be well 
diversified in terms of counterparty, business unit and 
country risk. The below graph shows :

Evenwith a diverse portfolio, certain sectors and 
regions have experienced some difficulties relating to 
commodity price reductions, political tensions and 
pandemics during the year. 

However, BBI ǇƭŎΩǎportfolio continued to perform 
well in the four main business lines where it operates :

Å Treasury & Capital Markets;

Å Loan Solutions;

Å Commodities Trade Finance; and

Å Corporate Banking and Trade finance.
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Strategic Report (continued)

Credit Risk 

Credit risk is the current or prospective risk to
earningsor capitalarisingfrom anƻōƭƛƎƻǊΩǎfailure to
meet the termsof a contractwith BBIplc or its failure
to perform asagreed.

The credit risk includescounterparty risk, settlement
riskandconcentrationrisk.

BBIplc facescredit risk on its exposureto sovereigns
and corporates from its capital markets, corporate
bankingand project financebusinesses,and from its
exposureto financialinstitutions and corporatesfrom
its trade financeandtreasuryactivities.

BBI plc has a detailed credit policy and procedures
manualprovidinganoperatingmodelandinformation
on how the credit risk managementprocessesare
embedded in the business and overseen at the
highestlevelwithin BBIplc.

BBI plc continues to act on the financial market,
providingsolutions,productsand servicesaccordingly
with the defined risk appetite and within the
governancein placefor approvinganycredit risk.

Credit risk is the main risk in BBIplc as shown here
below:

The lending portfolio of BBI plc increased significantly 
during the last four years, whilst the non performing-
loans has managed to stay at a reasonable level.

In 2018, BBI plc  applied for the first time the IFRS 9 
standard that lead the Bank to record an adjustment 
of GBP 1,480k expected credit losses.

BBI plcdo not have significant open positions on 
derivative products. The results coming from these 
products are mainly due to commercial transactions. 
BBI do only FX swaps or interest rate swaps. The 
Capital requirement related to counterparty exposure 
for these products is calculated based on the standard 
approach and is not material. 

Market Risk 

Market risk covers the risks that arise from 
fluctuations in the values of, or income from tradable 
assets, in particular arising from changes in interest 
rates, foreign currency exchange rates, and the 
market prices of equities and commodities. 

BBI is exposed to specific and general interest rate risk 
on its holdings of treasury and corporate bonds in the 
AFS book and the risk from trading foreign exchange. 

The financial instruments (bond) portfolio is treated as 
an AFS book position for capital calculations. 

The fixed income portfolio represents 28% of the total 
balance-sheet. 

31% is High Quality LiqudAssets and rated above AA-.

Only minimal currency risk will arise from BBI ǇƭŎΩǎ
fixed income activity as the purchase of most 
securities denominated in foreign currency will be 
funded on a matched basis. 

Currency risk will arise, however, from BBI ǇƭŎΩǎ
trading in foreign exchange (mainly spot, forwards 
and at a later stage options). BBI plcmanages an open 
position accordingly with its risk appetite.

Market risk in the banking book may arise from 
corporate banking activities; all market risk arising 
from this business will be passed to the trading book 
for active management and will therefore attract the 
additional capital requirements for interest rate and 
foreign exchange risk set out above.

Operational Risk

Operational risk is the risk of loss resulting from 
inadequate or failed internal processes, people and 
systems, or from external events.
BBI plccurrently uses the Basic Indicator 
!ǇǇǊƻŀŎƘό.L!ύ  ǘƻ ŎŀƭŎǳƭŀǘŜ ƛǘΩǎ hǇŜǊŀǘƛƻƴŀƭ wƛǎƪ 
requirements. Following the Basel III Committee 
recommendations, BBI will replace the BIA calculation 
ǿƛǘƘ ǘƘŜ ƴŜǿ Ψ{ǘŀƴŘŀǊŘƛǎŜŘ aŜŀǎǳǊŜƳŜƴǘ !ǇǇǊƻŀŎƘΩ 
as soon as this revised calculation method is finalised 
and implemented by the regulator.
BBI plccontinue to have a sound reputation and to 
steer its operational risk carefully and according to 
best practices.
BBI plc is fully dedicated to the management of 
operational risks. The framework aims to:
ω aŀǎǘŜǊ ƭƻǎǎŜǎ ƎŜƴŜǊŀǘŜŘ ōȅ ƻǇŜǊŀǘƛƻƴŀƭ ǊƛǎƪΤ
ω LƳǇǊƻǾŜ ŎƻƴǘǊƻƭ ƻŦ ƻǇŜǊŀǘƛƻƴǎ ǿƘŜǊŜ ƴŜŎŜǎǎŀǊȅΤ
ω tǳǘ ƛƴ ǇƭŀŎŜ ŀŘŜǉǳŀǘŜ  ǇŜǊŦƻǊƳŀƴŎŜ ƳŜŀǎǳǊŜƳŜƴǘ 
and early warning signals; and
ω 9ƴƘŀƴŎŜ ƻǇŜǊŀǘƛƻƴŀƭ Ǌƛǎƪ ŀǿŀǊŜƴŜǎǎ ŀƴŘ ŎǳƭǘǳǊŜΦ
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Strategic Report (continued)

Liquidity Risk 

Liquidity risk is the risk that a firm, although solvent, 
either does not have available sufficient financial 
resources to enable it to meet its obligations as they 
fall due, or can secure such resources only at 
excessive cost. The liquidity ratio of BBI plchas 
continued to be well above the regulatory 
requirement and also well above the internal 
constraint, showing a comfortable liquidity position.

BBI plcmonitors its liquidity very closely and within 
the Risk Tolerance approved by the Board.

These internal limits are benchmarked against the 
Individual Liquidity Guidance to ensure they are at 
least as stringent. 

Principal risksand uncertainties

The table below summarizes the principal risks and 
uncertainties. 

Risks and 
uncertainties

Description/Component/Impact Mitigation
Change 

2018/2017

Risks

Credit Risk Å Description:Non-investment grade 
direct lending

Å Component: Sub-saharianarea
Å Impact: Losses in notional

Country/counterparty 
analysis, Credit 
committee approval

Market Risk Å Description:Interest rate 
hikes/Currency volatility

Å Component: USD rates
Å Impact: Market losses (% of notional)

Limit in place and 
potential hedge with 
Interest rate swap and Fx
swaps

Regulatory Å Description:Heightened regulation
Å Component: Basel III
Å Impact: Regulatory breach

Regulatory updates
and internalcontrol

Liquidity Å Description:Long term assets not 
covered by wholesale funding

Å Component: Funding diversification
Å Impact: Reputational risk

Application and 
implementation of ILAA 
(Individual Liquidity 
Adequacy Assessment)

Compliance Å Description:AML/KYC related issues
Å Component: High percentage of PEPs 

and SDNs in our client base, in 
particular the oil business

Å Impact: Reputational risk

AML Officer, AML 
systems, AML policy

Operational Å Description:Migration to Delta platform
Å Component: Inadequate performance 

of Delta
Å Impact: Reputational risk

Steeringcommittee
Full testing of Delta 
planned. IT Support, 
Manual workaround

Uncertainties

Economicdifficulties
in Africancountries

Å Description: Lower growth in Africa
Å Component: Bearishcommodities

market; low oil market. 
Å Impact: Lowerbankingincome

Brexit Å Description: Uncertaintiesabout the 
final ouput (deal, no deal, .)

Å Impact: operationalrisk
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Strategic Report (continued)

ySignificant accounting judgements

The audit committee has considered the key areas of 
estimation and judgement applied in the financial 
statements as set out in note 3.  The considerations 
for the most significant areas for 2018 included: 

Key area Action taken

Implementation of IFRS 9 
standards (business 
models, probability of 
default, loss given 
default, etc.)

Å The audit committeeconsideredƳŀƴŀƎŜƳŜƴǘΩǎkey judgementsusedto establish
the approriatelevelof expectedcredit lossallowanceson the .ŀƴƪΩǎportfolio. The 
audit committee considered the range of estimates as disclosed in notes 38 ςcredit 
risk.

Revenue recognition ς
Fee income

Å The audit committeeconsideredthe nature of feesfor loansto be recognisedas an 
adjustmentto the effective intereston loansand the output from the process for 
monitoring effective interest rate adjustments. See note 2.3 and 2.4.

Deferred Tax Asset Å The audit committeeconsideredthe recoverabilityof deferredtax assetsby 
reviewing forecast profitability and considering the sensitivities to those forecasts 
on the period to recover the deferred tax asset.

Impairmenttest of the 
Goodwill

Å The audit committee considered the valuation of the Paris Branch performed 
independently by an external firm to conclude consequently that no additional 
impairment was necessary. 

zBrexit

The United Kingdom is due to withdraw from the 
European Union on 31 October 2019. As a result of 
Brexit, currently it is possible that BBI PLC could face 
restrictions in providing certain services in the 
9ǳǊƻǇŜŀƴ 9ŎƻƴƻƳƛŎ !ǊŜŀ ό99!ύΦ IƻǿŜǾŜǊΣ ǘƘŜ .ŀƴƪΩǎ 
business model focus on doing business with Africa, 
such restrictions should have a limited impact in the 
.ŀƴƪΩǎ ōǳǎƛƴŜǎǎ Ǉƭŀƴ όƛƴ ŎŀǎŜ ƻŦ .ǊŜȄƛǘ ǿƛǘƘƻǳǘ ŀƴȅ  
agreement between the EU and the UK).

As far as the Paris branch is concerned and subject to 
the review of the terms and conditions of the transfer 
of the Paris Branch, the Board agreed earlier in 2019  
to the sale of the Branch to its sister company 
incorporated and regulated as financial institutions in 
Spain would be in the best interests of the both 
parties but also at the Group as a whole (Group 
approved in principle). This is awaiting regulatory 
approval.

The Bank set up in 2018 , two representative offices in 
located in Zurich and Dubai . The aim is to mitigate the 
potential loss of business due to Brexit by bringing 
more business linked to our business model and risk 
appetite to the Bank.
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Treasury ςCapital Market (TCM)

The TCM business 2018 closedthe year-end with a 
£4,204k (2017: 8,252k) net operating income. This 
representeda 49.1% decreasecomparedto 2017. 
TCM sufferedabout a difficult bond marketamid
marketuncertaintiesdrivenby the Brexit negotiations
process and US and China commercial battles.

CorporateBanking

Å Loan solutions ςLoan solutions recorded a 
resistant performance this year despite some deals 
being postponed due to some political upheavals  
in Africa. The department decreaseby 19% to 
£6,613k (2017: £8,161k) . Management still aims
to generatemore originationand structuring
transactions thanksto the two representative
offices in Zurich and Dubai.

Å Commodities and Trade Finance (CTF) ςThe 2018 
performance was up by 31.4% to £3,180k 
compared to 2017. This performance was done 
amid difficult conditions on the commodities 
market combined with a revision of CTF exposures 
and  significant commercial efforts were made to 
reshape the client portfolio. On a positive note the 
level of profitability of live deals remained high. 
CTF will continue to have a dynamic and diversified 
commercial strategy in 2019 thanks to two
representativeoffices in Zurich and Dubai.

Å Paris branch ςThe Paris branch continued to 
contribute to BBI ǇƭŎΩǎrevenues. In line with the 
global commercial strategy of BBI plc, the Paris 
Branch continued to generate business on Trade 
Finance despite strong competition. 
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ϻΩллл 2018
2017 -

Restated*

(Loss)/profiton FX (143) 430

Profit on bonds 2,390 5,503

MoneyMarket 1,957 2,319

Treasury ςCapital Market 4,204 8,252

Loan Solutions 6,613 8,161

Commodities Trade Finance 3,180 2,420

Paris branch 3,759 3,691

Corporate Banking 13,552 14,272

Other income / (expenses)not allocated 347 (2,273)

Subordinateddebt interestnot allocated (635) (629)

Net operating income 17,468 19,622

Strategic Report (continued)

Developmentand performance by business lines 
for the year2018

Treasury - Capital Market Loan Solutions Commodities Trade Finance Paris Branch

4,204 6,613 3,180 3,759

-49.1% -19.0% 31.4% 1.8%

*See Note 32.

Graphs below show the 5 years trend.
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Strategic Report (continued)

Income analysis

The net operating income decreased by -11% to 
£17,468k. The decrease in net operating income 
compared to the prior year resulted from a combined 
shortfall of the performance of  the corporate banking 
activities generating interest and fees and capital 
markets activities generating interest and trading 
income. BBI ǇƭŎΩǎportfolio earning assets was low  but 
bounced back  during the third quarter of 2018 to 
finish with a 18.3% increase at the year-end (2018: 
£549,145k vs2017: £464,251k).

Net interest incomegrewby 1.9% to £16,765k (2017: 
£16,448k) resultingfrom additionalmixed interest
incomefrom customerlendingactivitiesand the bond 
portfolios. For the third consecutiveyear, the interest
marginsuffereddue to the increasein the costof 
fundingprovidedby the Group as a consequenceof 
two US rates increaseby the FED in 2018. The levelof 
interestexpensesreflectedalsoBBI ǇƭŎΩǎwillingness
to holdstrongliquidity levelto meet regulatory
requirements.

Total feesand commissions incomeincreasedby 89% 
to £581k (2017: £307 ). The  new commercial strategy
focusingon feesbusiness put in place in 2016 slowed
down amiddifficult economicclimatein the African
market. However, the Bank remainsconfident in this
strategyas it will be supportedby the two 
representative offices in Zurich and Dubai. This 
strategyisplannedto increasein yearsto come. 

Net tradingincomedecreasedsharplyby -96.4% to 
£105k (2017: £2,898k) largelydue to activitieson BBI 
ǇƭŎΩǎbond portfolios..

Operating costsreached£14,900k up by 24% (2017: 
£12,012k). The other operating expenseswere up by 
49.5% to £7,820k  (2017: £5,231) reflectingthe 
continousand significanteffort  from BBI to investin 
its IT infrastructure.  The signicantinvestmentmade in 
for the last three yearsgeneratedan additional£260k 
on amortisationand depreciation.

Personnel expensesremainedstable at £6,201k 
(+0.6%; 2017: £6,163k). The Bank kept its on-going
commitmentto investin humancapital resourcesby 
strengtheningteams and retainingtalentedpeople. 
The costincomeratio  deterioratedby 23.4 pts from
59.1% in 2017 to 82.5% in 2018.

Expectcredit lossallowancesresultingfrom the 
application of  the IFRS 9 standards wasmaintainedto 
a reasonnablelevelat  £104k (2017 underIAS 39 
incurredlosses: £1,510k).

Profit  beforetax recorded a decreaseto £2,464k 
(2017: £6,100k).

Amid difficult market conditions and Brexit 
uncertainties,  the bank remains profitable and  
continues to recognise deferred tax assets in full.  
Deferred tax assets are expected to be recovered over 
10 years. 

Consequently, BMCE Bank International plc recorded
a net profit of £2,169k for the yearended31 
December2018 resultingin a 56% decreasecompared
to last year(2017: £4,933k)
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Strategic Report (continued)

Balance sheet analysis

The total assets increasedby £84,516k to £575,063k 
(2017: £490,547k). Earningassetsincreasedby 
£84,894k to £549,145k (2017: £464,251k). Loans to 
Banks increased by £37,924k to £157,397k (2017: £ 
120,104k ) whereas loans to customers increased by 
£3,632k to £211,596k (2017: £207,964k).

The new IFRS 9 standards introducingthe expected
credit lossmodel lead the Bank to record a total of 
£4,927k as credit lossallowances.

Depositliabilitiesincreasedby 21.6% to £476,862k 
(2017: £392,088k). The increasewasmainlyfrom the 
Group entities and depositscomingfrom corporate
customers.

Total ǎƘŀǊŜƘƻƭŘŜǊΩǎequity decreasedby 1.3% to 
£75,454k (2017: £76,434k) mainlydue to a mix of net 
fair value loss on FVOCI financial assets (-£1,668k), the 
opening impact of the new IFRS 9 standards on the 
opening balance 2018 (-£1,472k) and the net profit 
fully  reinvested by the shareholder (no dividend 
distributed). BBI plccontinuedto operatea profitable 
business model basedon its fundingand its good 
qualityassetsportfolio held.

Capital management

As at 31 December2018, BBI plc recordeda capital 
adequacyratio of 17.0% (2017: 19.0 %) with a core
tier 1 capital ratio of 13.5% (2017: 15.1 %). The capital 
ratios remainedin excessof regulatoryrequirements
as at the reportingdate and demonstratedthe robust
capital position of the BBI plc.

Risk weightedassets increasedby 13.6% to £456,561k 
(2017: £401,388k; seenote 42).  It isexpectedthat
with the strengthof our current capital ratios, the 
ǎƘŀǊŜƘƻƭŘŜǊΩǎdecisionto waivedividendsuntil 2020  
and  the rigourousBBI ǇƭŎΩǎapproachto find the right 
risk/return mix, BBI plcwill beable to meet its
regulatorycapital requirementsin the future.

Liquidity and funding

BBI ǇƭŎΩǎfundingstrategycontinuedto rely on funding
from the Group. However, the continuousprofitable 
performance recordedfor the last 7 yearsallowedBBI 
plc to diversifyits source of fundingoutsidethe 
ultimate parent company; and with the sameaimto 
get alternative fundingsources to manage costsand 
guardagainstfundingdisruption. BBI plccontinuedto 
maintaina reserveaccountwith the Banque de France 
and to hold high-quality, unemcumberedliquid assets
in line with the regulatorybuffer assetrequirements. 
In addition, highlyliquid money market instruments 
were heldto support liquidity requirements. 

BBI plcwill continue to do its best for meeting any
regulatoryrequirementsboth LCR and NSFR.

Key performance indicator

Return on shareholdersΩ equity felt to 2.9%(2017: 
6.5%).
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Signedon behalfof the Board

Houssam El Hak Morssi Barakat

Chief Executive Officer and Director

22 May 2019

David Suratgar

Chairman
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The Directors of BMCE Bank International plc present 
ǘƘŜƛǊ 5ƛǊŜŎǘƻǊǎΩ ǊŜǇƻǊǘ ŦƻǊ ǘƘŜ ȅŜŀǊ ŜƴŘŜŘ ом 
December 2018. As permitted by Paragraph 1A of 
Schedule 7 to the Large and Medium sized Companies 
and Groups (Accounts and Reports) Regulations 2008 
certain matters which are required to be disclosed in 
ǘƘŜ 5ƛǊŜŎǘƻǊǎΩ wŜǇƻǊǘ ƘŀǾŜ ōŜŜƴ ƻƳƛǘǘŜŘ ŀǎ ǘƘŜȅ ŀǊŜ 
included in the Strategic Report on pages 7-14. These 
matters relate to

- CǳǘǳǊŜ 5ŜǾŜƭƻǇƳŜƴǘǎ όƛƴŎƭǳŘƛƴƎ ǿƛǘƘƛƴ άƻǳǊ 
ǎǘǊŀǘŜƎƛŎ ǇǊƛƻǊƛǘƛŜǎ ŀƴŘ ǇǊƻƎǊŜǎǎέύΤ ŀƴŘ 

- Financial Risk Management.

Principal activities 

The Bank is authorised and regulated by the 
Prudential Regulation Authority (PRA) and Financial 
Conduct Authority (FCA).

¢ƘŜ .ŀƴƪΩǎ ǇǊƛƴŎƛǇŀƭ ŀŎǘƛǾƛǘƛŜǎ ŀǊŜ /ƻǊǇƻǊŀǘŜ ŀƴŘ 
Investment Banking, focusing on trade, structured and 
project finance and corporate lending for target 
customers based in Africa or with an interest in the 
region and Treasury and Capital Markets, focusing on 
currency and interest rate markets of the region.

The Bank operates in the United Kingdom, in France 
(Branch) and has 2 representative offices in 
Switzerland and Dubai.

Business review

BMCE Bank International plc is an authorised credit 
institution and provides a range of banking and 
financial services. There have not been any significant 
ŎƘŀƴƎŜǎ ƛƴ ǘƘŜ .ŀƴƪΩǎ Ƴŀƛƴ ŀŎǘƛǾƛǘƛŜǎ ƛƴ ǘƘŜ ȅŜŀǊ ǳƴŘŜǊ 
review. Changes will occur following the agreement to 
selthe Paris Branch to a company from the Group 
approved in March 2019.

The Directorsare not aware, at the date of this report, 
of anyother likelychanges in the .ŀƴƪΩǎactivitiesin 
the forthcomingperiod.

BMCE Bank International plc investssignificantlyin 
humancapital and its IT systemswhichwill improveits
business and financialperformances. The Directors
regard suchinvestmentas necessaryfor shifting
expectations on the future of the business.

Results and dividend

The .ŀƴƪΩǎprofit for the yearafter taxation amounted
to £2,169k (2017: £4,933k).

No dividend was paid during the year (2017: £Nil). The 
Directors do not recommend the payment of a final 
dividend for this financial year (2017: £Nil).

Capital structure

¢ƘŜ .ŀƴƪΩǎ ŎŀǇƛǘŀƭ ǎǘǊǳŎǘǳǊŜ ǊŜƳŀƛƴǎ ǳƴŎƘŀƴƎŜŘΦ 
However, the negative retained earnings have been 
ŘŜŎǊŜŀǎŜŘ ŘǳŜ ǘƻ ǘƘŜ ǎƘŀǊŜƘƻƭŘŜǊΩǎ ŎƻƳƳƛǘƳŜƴǘ 
made during the Board held in December 2015 to 
waive dividend until 2020 to allow the Bank to 
reinvest in its business.

As at 31 December2018, the maturityƻŦ ϵмтΣтллƪ 
subordinated debt remained2023. 

Furtherinformation regardingthe .ŀƴƪΩǎapproachto 
riskmanagement and its capital adequacyiscontained
in the unauditedPillar3 disclosuresmade underthe 
current regulatorycapital requirements. These
disclosuresare publishedon the .ŀƴƪΩǎwebsite
shortlyafter the approvalof thesefinancial
statementsat http://www.bmce-intl.co.uk/finance.

Directors 

The Directors, who all served throughout the year, 
unless otherwise shown are as listed on page 4 of the 
report.

5ƛǊŜŎǘƻǊǎΩ ƛƴǘŜǊŜǎǘǎ

None of the Directors has, or had during the year 
under review, any beneficial interest in the shares of 
the Company.

5ƛǊŜŎǘƻǊǎΩ ƛƴǎǳǊŀƴŎŜ ŀƴŘ ƛƴŘŜƳƴƛǘƛŜǎ

The Directors have the benefit of the indemnity 
provisions ŎƻƴǘŀƛƴŜŘ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ !ǊǘƛŎƭŜǎ ƻŦ 
!ǎǎƻŎƛŀǘƛƻƴ όΨ!ǊǘƛŎƭŜǎΩύΣ ŀƴŘ ǘƘŜ /ƻƳǇŀƴȅ Ƙŀǎ 
ƳŀƛƴǘŀƛƴŜŘ ǘƘǊƻǳƎƘƻǳǘ ǘƘŜ ȅŜŀǊ 5ƛǊŜŎǘƻǊǎΩ ƭƛŀōƛƭƛǘȅ 
insurance for the benefit of the Company and the 
Directors. 

The Company has entered into qualifying third party 
indemnity arrangements for the benefit of all its 
Directors in a form and scope which comply with the 
requirements of the Companies Act 2006 and which 
were in force throughout the year and remain in 
force.

Going concern basis of accounting

The Directors have a reasonable expectation that the 
Bank has adequate resources to continue in 
operational existence for the foreseeable future.

Thus they continue to adopt the going concern basis 
of accounting in preparing the annual financial 
statements.
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Signedon behalfof the Board ς22 May 2019

Houssam El Hak Morssi Barakat

Chief Executive Officer and Director

David Suratgar

Chairman

5ƛǊŜŎǘƻǊǎΩ ǊŜǇƻǊǘ 



Page 16

{ǘŀǘŜƳŜƴǘ ƻŦ 5ƛǊŜŎǘƻǊǎΩ ǊŜǎǇƻƴǎƛōƛƭƛǘƛŜǎ 

This statement should be read in conjunction with the 
responsibilities of the auditor set out in their report on 
page 17.

The Directors are responsible for preparing the 
{ǘǊŀǘŜƎƛŎ wŜǇƻǊǘΣ ǘƘŜ 5ƛǊŜŎǘƻǊǎΩ wŜǇƻǊǘ ŀƴŘ ǘƘŜ 
financial statements in accordance with applicable law 
and regulations. 

Company law requires the Directors to prepare 
financial statements for each financial year. Under 
that law the Directors have elected to prepare the 
financial statements in accordance with International 
Financial Reporting Standards (IFRSs) as adopted by 
the European Union. Under Company law the 
Directors must not approve the financial statements 
unless they are satisfied that they give a true and fair 
view of the state of affairs of the Company and the 
profit or loss of the Bank for that period.

In preparing these financial statements, the Directors 
are required to:

Å select suitable accounting policies and then apply 
them consistently;

Å make judgments and accounting estimates that are 
reasonable and prudent;

Å state whether applicable International Financial 
Reporting Standards (IFRSs) have been followed, 
subject to any material departures disclosed and 
explained in the financial statements;

Å provide additional disclosures when compliance 
with specific requirements in IFRS is insufficient to 
enable users to understand the impact of 
particular transactions, other events and 
ŎƻƴŘƛǘƛƻƴǎ ƻƴ ǘƘŜ ŜƴǘƛǘȅΩǎ ŦƛƴŀƴŎƛŀƭ Ǉƻǎƛǘƛƻƴ ŀƴŘ 
financial performance; and

Å prepare the financial statements on a going 
concern basis unless it is inappropriate to presume 
that the Company will continue in business.

The Directors are responsible for keeping adequate 
accounting records that are sufficient to show and 
ŜȄǇƭŀƛƴ ǘƘŜ .ŀƴƪΩǎ ǘǊŀƴǎŀŎǘƛƻƴǎ ŀƴŘ ŘƛǎŎƭƻǎŜ ǿƛǘƘ 
reasonable accuracy at any time the financial position 
of the Bank and enable them to ensure that the 
financial statements comply with the Companies Act 
2006. They are also responsible for safeguarding the 
assets of the Bank and hence for taking reasonable 
steps for the prevention and detection of fraud and 
other irregularities.

5ƛǊŜŎǘƻǊǎΩ ǎǘŀǘŜƳŜƴǘ ƻŦ ŘƛǎŎƭƻǎǳǊŜ ǘƻ ŀǳŘƛǘƻǊǎ 

Each of the Directors confirms that:

Å ǘƻ ǘƘŜ ōŜǎǘ ƻŦ ŜŀŎƘ 5ƛǊŜŎǘƻǊΩǎ ƪƴƻǿƭŜŘƎŜ ŀƴŘ 
belief, there is no information relevant to the 
ǇǊŜǇŀǊŀǘƛƻƴ ƻŦ ǘƘŜƛǊ ǊŜǇƻǊǘ ƻŦ ǿƘƛŎƘ ǘƘŜ .ŀƴƪΩǎ 
auditor is unaware; and

Å each Director has taken all the steps a Director 
might reasonably be expected to have taken to be 
aware of relevant audit information and to 
ŜǎǘŀōƭƛǎƘ ǘƘŀǘ ǘƘŜ .ŀƴƪΩǎ ŀǳŘƛǘƻǊ ƛǎ ŀǿŀǊŜ ƻŦ ǘƘŀǘ 
information.

This confirmation is given and should be interpreted in 
accordance with the provisions of section 418 of the 
Companies Act 2006.
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Signedon behalfof the Board

Houssam El Hak Morssi Barakat

Chief Executive Officer and Director

22 May 2019

David Suratgar

Chairman
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LƴŘŜǇŜƴŘŜƴǘ ŀǳŘƛǘƻǊΩǎ ǊŜǇƻǊǘ ǘƻ ǘƘŜ ƳŜƳōŜǊǎ ƻŦ 

BMCE Bank International plc

We have audited the financial statements of BMCE 
Bank International plcόάǘƘŜ .ŀƴƪέύ ŦƻǊ ǘƘŜ ȅŜŀǊ ŜƴŘŜŘ 
31 December 2018 which comprise the Statement of 
profit or loss,  the Statement of other comprehensive 
income, the Statement of financial position,the 
Statement of changes in equity, the Statement of cash 
flows, and notes to the financial statements, including 
a summary of significant accounting policies. The 
financial reporting framework that has been applied in 
their preparation is applicable law and International 
Financial Reporting Standards (IFRSs) as adopted by 
the European Union.

In our opinion the financial statements:

Å ƎƛǾŜ ŀ ǘǊǳŜ ŀƴŘ ŦŀƛǊ ǾƛŜǿ ƻŦ ǘƘŜ .ŀƴƪΩǎ ŀŦŦŀƛǊǎ ŀǎ ŀǘ 
31 December 2018 and of its profit for the year 
then ended;

Å have been properly prepared in accordance with 
IFRSsas adopted by the European Union; 

Å have been prepared in accordance with the 
requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with 
International Standards on Auditing (UK) (ISAs (UK)) 
and applicable law. Our responsibilities under those 
ǎǘŀƴŘŀǊŘǎ ŀǊŜ ŦǳǊǘƘŜǊ ŘŜǎŎǊƛōŜŘ ƛƴ ǘƘŜ !ǳŘƛǘƻǊΩǎ 
responsibilities for the audit of the financial 
statements section of our report. We are independent 
of the bank in accordance with the ethical 
requirements that are relevant to our audit of the 
ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ƛƴ ǘƘŜ ¦YΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ Cw/Ωǎ 
Ethical Standard, as applied to public interest entities 
and we have fulfilled our other ethical responsibilities 
in accordance with these requirements. We believe 
that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our opinion.

The impact of uncertainties due to United 
Kingdom exiting the European Union on our 
audit

¢ƘŜ ŘƛǊŜŎǘƻǊǎΩ ǾƛŜǿ ƻƴ ǘƘŜ ƛƳǇŀŎǘ ƻŦ .ǊŜȄƛǘ ƛǎ ŘƛǎŎƭƻǎŜŘ 
on page 11.

The terms on which the United Kingdom may 
withdraw from the European Union, are not clear, and 
it is therefore not currently possible to evaluate all the 
ǇƻǘŜƴǘƛŀƭ ƛƳǇƭƛŎŀǘƛƻƴǎ ǘƻ ǘƘŜ .ŀƴƪΩǎ ǘǊŀŘŜΣ ŎǳǎǘƻƳŜǊǎΣ 
suppliers and the wider economy. 

We considered the impact of Brexit on the Bank as 
part of our audit procedures, applying a standard firm 
wide approach in response to the uncertainty 
ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǘƘŜ .ŀƴƪΩǎ ŦǳǘǳǊŜ ǇǊƻǎǇŜŎǘǎ ŀƴŘ 

performance. 

However, no audit should be expected to predict the 
unknowable factors or all possible implications for the 
Bank and this is particularly the case in relation to 
Brexit.

Conclusions relating to going concern

We have nothing to report in respect of the following 
matters in relation to which the ISAs (UK) require us 
to report to you where:

Å ǘƘŜ ŘƛǊŜŎǘƻǊǎΩ ǳǎŜ ƻŦ ǘƘŜ ƎƻƛƴƎ ŎƻƴŎŜǊƴ ōŀǎƛǎ ƻŦ 
accounting in the preparation of the financial 
statements is not appropriate; or

Å the directors have not disclosed in the financial 
statements any identified material uncertainties 
ǘƘŀǘ Ƴŀȅ Ŏŀǎǘ ǎƛƎƴƛŦƛŎŀƴǘ Řƻǳōǘ ŀōƻǳǘ ǘƘŜ .ŀƴƪΩǎ 
ability to continue to adopt the going concern 
basis of accounting for a period of at least twelve 
months from the date when the financial 
statements are authorised for issue.

Key audit matters

Key audit matters are those matters that, in our 
professional judgment, were of most significance in 
our audit of the financial statements of the current 
period and include the most significant assessed risks 
of material misstatement (whether or not due to 
fraud) we identified, including those which had the 
greatest effect on: the overall audit strategy, the 
allocation of resources in the audit; and directing the 
efforts of the engagement team. These matters were 
addressed in the context of our audit of the financial 
statements as a whole, and in forming our opinion 
thereon, and we do not provide a separate opinion on 
these matters.

We summarisebelow the key audit matters in forming 
our audit opinion above, together with an overview of 
the principal audit procedures performed to address 
each matter and, where relevant, key observations 
arising from those procedures.

These matters, together with our findings, were 
communicated to those charged with governance 
through our Audit Completion Report.
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Area of focus How our audit addressed the area of focus

Credit Risk in relation to loan loss provisions
¢ƘŜ ƛƳǇŀƛǊƳŜƴǘ ǇǊƻǾƛǎƛƻƴ ǊŜƭŀǘƛƴƎ ǘƻ ǘƘŜ .ŀƴƪΩǎ ƭƻŀƴ 
portfolio requires the directors to make judgements over 
ǘƘŜ ŀōƛƭƛǘȅ ƻŦ ǘƘŜ ōŀƴƪǎΩ ŎǳǎǘƻƳŜǊǎ ǘƻ ƳŀƪŜ ŦǳǘǳǊŜ ƭƻŀƴ 
repayments. 
The implementation of IFRS 9 has changed the focus of 
the impairment provisions from an incurred loss model 
to an expected loss model. 
The directors have used a model designed by a third 
party to determine the expected losses to which they 
apply judgement to some of input parameters. 
Additionally judgement is required to determine which 
of the IFRS 9 loss categories the exposure falls into, 
which in turn determines the appropriate expected loss 
metric to be used.

Wedesignedandtestedthe operatingeffectivenessof
the key controls operating in the Bank in relation to
credit processes.
Our substantiveaudit proceduresincludedbut were not
limited to:
Å We reviewedthe credit files for all significantwatch

list loansanda sampleof performingloans;
Å Considered the methodology used by management in 

the preparation of their IFRS9 provisions; 
Å Tested the data inputs used in applying the 

methodology adopted and assess for reasonableness;
Å Tested the completeness of the loan portfolio applied 

to the model;
Å Testedthe process in place at the bank to allocate 

loans to the IFRS 9 risk categories; and
Å Using third party data we recalculated the Expected 

Credit Losses and compared to management position 
for reasonableness using sensitivity analysis where 
appropriate.  

We found that the approach taken in respect of loan loss 
provisions to be consistent with the requirements of IFRS 
9 and judgements made were reasonable.

Risk of fraud in revenue recognition
As the majority of the .ŀƴƪΩǎrevenue is system
generated, the risk of fraud in revenue recognition
specifically relates to the recognition of fees and
commissionincome which are manually identified and
recognisedon aneffectiveinterest rate method.
Amortised cost takes into account any discount or 
premium on acquisition and fees and costs that are an 
integral part of the effective interest rate (EIR). Judgment 
is required to determine whether fees are recognised as 
EIR or recognised when a service has been performed. 
Furthermore, effective interest rate adjustments are 
estimated and monitored manually. 

We assessed the design and tested the operation of the 
controls in place at the bank relating to revenue 
recognition. 
With respect to EIR calculation, we:
Å Re-performed the EIR calculations; 
Å Verified details to underlying agreements;
Å Assessed the period over which yield adjustments 

are applied;
Å Tested the appropriateness of fees being included 

or excluded from the calculations; and  
Å Considered the appropriateness of judgement 

applied in determining the basis of revenue 
recognition

We found that the judgements and estimates applied in 
determining the basis for revenue recognition relation to 
fees and commission income were reasonable.  

Recoverability of DeferredTax Assets
5¢!Ωǎ ƻŦ ϻсΣсплƪ ŀǊŜ ǊŜŎƻƎƴƛǎŜŘ ƻƴ ōŀƭŀƴŎŜ ǎƘŜŜǘ ƛƴ 
respect of tax losses carried forward.
As set out in note 15 within financial statements, this is 
recognised on the basis the directors believe it is 
probable that sufficient future taxable profits will be 
generated against which it can be utilised.
Whilst the Bank has a profitable track record, there 
remains subjectivity in assessing reliably, the amount of 
future taxable income that will be available for offset. 
Furthermore, given the restriction on the utilisation of 
tax losses for banks, there is further uncertainty over the 
forecasting period.

Our audit procedures included but were not limited to: 
Å We assessed and evaluated the accuracy of 

underlying deferred tax calculations;  
Å We considered the key assumptions underpinning 

future taxable profit projections used in the 
5ƛǊŜŎǘƻǊǎΩ ǊŜŎƻǾŜǊŀōƛƭƛǘȅ ŀǎǎŜǎǎƳŜƴǘΤ 

Å We considered the consistency of these forecasts 
with Board approved financial plans and analysed 
historical budgeting accuracy; and  

Å We reviewed the sensitivity analysis looking at the 
impact of recovery of the deferred tax assets under 
varying scenarios.

We found that the methodology and assumptions used 
in assessing the recoverability of the deferred tax asset 
to be reasonable. 
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BMCE Bank International plc (continued)
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BMCE Bank International plc (continued)

Our application of materiality

The scope of our audit was influenced by our 
application of materiality. We set certain quantitative 
thresholds for materiality. These, together with 
qualitative considerations, helped us to determine the 
scope of our audit and the nature, timing and extent 
of our audit procedures on the individual financial 
statement line items and disclosures and in evaluating 
the effect of misstatements, both individually and on 
the financial statements as a whole. Based on our 
professional judgement, we determined materiality 
for the financial statements as a whole as follows:

Overallmateriality £ 374k

How we determined it:
Rationale for benchmark applied

Å 0.5% of net assets
Å We have used net assets as the benchmark to 

calculate materiality.  In determining this threshold, 
we have taken into consideration that the bank is a 
public interest entity.

Å We have used Net Assets on the basis that 
profitability measures for the bank are variable and 
no longer representative of the size of the bank.  

Å Maintaining regulatory capital (as represented by 
net assets) is a key focus of users of the financial 
statements and, as such, we base our materiality 
levels around this benchmark. 

Performance materiality Å Performance materiality is set to reduce to an 
appropriately low level the probability that the 
aggregate of uncorrected and undetected 
misstatements in the financial statements exceeds 
materiality for the financial statements as a whole. 
Performance materiality of £280k was applied in the 
audit.

Reporting threshold Å We agreed with the Audit Committee that we would 
report to them misstatements identified during our 
audit above £11k as well as misstatements below 
that amount that, in our view, warranted reporting 
for qualitative reasons.



Page 20

L
ƴ
Ř
Ŝ
Ǉ
Ŝ
ƴ
Ř
Ŝ
ƴ
ǘ
 
ŀ
ǳ
Ř
ƛ
ǘ
ƻ
Ǌ
Ω
ǎ
 
Ǌ
Ŝ
Ǉ
ƻ
Ǌ
ǘ

LƴŘŜǇŜƴŘŜƴǘ ŀǳŘƛǘƻǊΩǎ ǊŜǇƻǊǘ ǘƻ ǘƘŜ ƳŜƳōŜǊǎ ƻŦ 

BMCE Bank International plc (continued)

An overview of the scope of our audit

As part of designing our audit, we determined 
materiality and assessed the risk of material 
misstatement in the financial statements. In 
particular, we looked at where the directors made 
subjective judgements such as making assumptions on 
significant accounting estimates.

We gained an understanding of the legal and 
regulatory framework applicable to the Bank, the 
structure of the Bank and the industry in which it 
operates. We considered the risk of acts by the Bank 
which were contrary to the applicable laws and 
regulations including fraud. We designed our audit 
procedures to respond to those identified risks, 
including non-compliance with laws and regulations 
(irregularities) that are material to the financial 
statements. 

We focused on laws and regulations that could give 
rise to a material misstatement in the financial 
statements, including, but not limited to, the 
Companies Act 2006. We tailored the scope of our 
audit to ensure that we performed sufficient work to 
be able to give an opinion on the financial statements 
as a whole. We used the outputs of a risk assessment, 
ƻǳǊ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ƻŦ ǘƘŜ .ŀƴƪΩǎ ŀŎŎƻǳƴǘƛƴƎ ǇǊƻŎŜǎǎŜǎ 
and controls and its environment and considered 
qualitative factors in order to ensure that we obtained 
sufficient coverage across all financial statement line 
items.

Our tests included, but were not limited to, obtaining 
evidence about the amounts and disclosures in the 
financial statements sufficient to give reasonable 
assurance that the financial statements are free from 
material misstatement, whether caused by 
irregularities including fraud, review of minutes of 
ŘƛǊŜŎǘƻǊǎΩ ƳŜŜǘƛƴƎǎ ƛƴ ǘƘŜ ȅŜŀǊ ŀƴŘ ŜƴǉǳƛǊƛŜǎ ƻŦ 
management. As a result of our procedures, we did 
not identify any Key Audit Matters relating to 
irregularities, including fraud.

The risks of material misstatement that had the 
greatest effect on our audit, including the allocation 
ƻŦ ƻǳǊ ǊŜǎƻǳǊŎŜǎ ŀƴŘ ŜŦŦƻǊǘΣ ŀǊŜ ŘƛǎŎǳǎǎŜŘ ǳƴŘŜǊ άYŜȅ 
ŀǳŘƛǘ ƳŀǘǘŜǊǎέ ǿƛǘƘƛƴ ǘƘƛǎ ǊŜǇƻǊǘΦ 

The primary responsibility for the prevention and 
detection of irregularities including fraud rests with 
both Those Charged with Governance and 
management. As with any audit, there remained a risk 
of non-detection of irregularities, as these may 
involve collusion, forgery, intentional omissions, 
misrepresentations or the override of internal 
controls.

Other information

The directors are responsible for the other 
information. The other information comprises the 
information included in the annual report, other than 
ǘƘŜ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ŀƴŘ ƻǳǊ ŀǳŘƛǘƻǊΩǎ ǊŜǇƻǊǘ 
thereon. Our opinion on the financial statements does 
not cover the other information and, except to the 
extent otherwise explicitly stated in our report, we do 
not express any form of assurance conclusion 
thereon.

In connection with our audit of the financial 
statements, our responsibility is to read the other 
information and, in doing so, consider whether the 
other information is materially inconsistent with the 
financial statements or our knowledge obtained in the 
audit or otherwise appears to be materially misstated. 
If we identify such material inconsistencies or 
apparent material misstatements, we are required to 
determine whether there is a material misstatement 
in the financial statements or a material misstatement 
of the other information. If, based on the work we 
have performed, we conclude that there is a material 
misstatement of this other information, we are 
required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the 
Companies Act 2006

In our opinion, based on the work undertaken in the 
course of the audit:

Å the information given in the Strategic Report and 
ǘƘŜ 5ƛǊŜŎǘƻǊǎΩ wŜǇƻǊǘ ŦƻǊ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ȅŜŀǊ ŦƻǊ 
which the financial statements are prepared is 
consistent with the financial statements; and

Å ǘƘŜ {ǘǊŀǘŜƎƛŎ wŜǇƻǊǘ ŀƴŘ ǘƘŜ 5ƛǊŜŎǘƻǊǎΩ wŜǇƻǊǘ 
have been prepared in accordance with applicable 
legal requirements.

Matters on which we are required to report by 
exception

In light of the knowledge and understanding of the 
Bank and its environment obtained in the course of 
the audit, we have not identified material 
misstatements in the Strategic Report or the 
5ƛǊŜŎǘƻǊǎΩ wŜǇƻǊǘΦ

We have nothing to report in respect of the following 
matters in relation to which the Companies Act 2006 
requires us to report to you if, in our opinion:

Å adequate accounting records have not been kept 
by the Bank, or returns adequate for our audit 
have not been received from branches not visited 
by us; or

Å the financial statements are not in agreement with 
the accounting records and returns; or

Å ŎŜǊǘŀƛƴ ŘƛǎŎƭƻǎǳǊŜǎ ƻŦ ŘƛǊŜŎǘƻǊǎΩ ǊŜƳǳƴŜǊŀǘƛƻƴ 
specific by law are not made; or

Å we have not received all the information and 
explanations we require for our audit.
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BMCE Bank International plc (continued)

Responsibilities of Directors

!ǎ ŜȄǇƭŀƛƴŜŘ ƳƻǊŜ Ŧǳƭƭȅ ƛƴ ǘƘŜ ŘƛǊŜŎǘƻǊǎΩ 
responsibilities statement set out on page 16, the 
directors are responsible for the preparation of the 
financial statements and for being satisfied that they 
give a true and fair view, and for such internal control 
as the directors determine is necessary to enable the 
preparation of financial statements that are free from 
material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors 
ŀǊŜ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ ŀǎǎŜǎǎƛƴƎ ǘƘŜ .ŀƴƪΩǎ ŀōƛƭƛǘȅ ǘƻ 
continue as a going concern, disclosing, as applicable, 
matters related to going concern and using the going 
concern basis of accounting unless the directors either 
intend to liquidate the Bank or to cease operations, or 
have no realistic alternative but to do so.

!ǳŘƛǘƻǊΩǎ ǊŜǎǇƻƴǎƛōƛƭƛǘƛŜǎ ŦƻǊ ǘƘŜ ŀǳŘƛǘ ƻŦ ǘƘŜ 
financial statements 

Our objectives are to obtain reasonable assurance 
about whether the financial statements as a whole 
are free from material misstatement, whether due to 
ŦǊŀǳŘ ƻǊ ŜǊǊƻǊΣ ŀƴŘ ǘƻ ƛǎǎǳŜ ŀƴ ŀǳŘƛǘƻǊΩǎ ǊŜǇƻǊǘ ǘƘŀǘ 
includes our opinion. Reasonable assurance is a high 
level of assurance, but is not a guarantee that an audit 
conducted in accordance with ISAs (UK) will always 
detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate, 
they could reasonably be expected to influence the 
economic decisions of users taken on the basis of 
these financial statements.

A further description of our responsibilities for the 
audit of the financial statements is located on the 
CƛƴŀƴŎƛŀƭ wŜǇƻǊǘƛƴƎ /ƻǳƴŎƛƭΩǎ ǿŜōǎƛǘŜ ŀǘ 
www.frc.org.uk/auditorsresponsibilities. This 
ŘŜǎŎǊƛǇǘƛƻƴ ŦƻǊƳǎ ǇŀǊǘ ƻŦ ƻǳǊ ŀǳŘƛǘƻǊΩǎ ǊŜǇƻǊǘΦ

Other matters which we are required to address

Following the recommendation of the audit 
committee, we were appointed by Audit Committee 
on 4 October 2018 to audit the financial statements 
for the year ending 31 December 2018 and 
subsequent financial periods. The period of total 
uninterrupted engagement is 6 years, covering the 
years ending 31 December 2013 to 31 December 
2018.

The non-ŀǳŘƛǘ ǎŜǊǾƛŎŜǎ ǇǊƻƘƛōƛǘŜŘ ōȅ ǘƘŜ Cw/Ωǎ 9ǘƘƛŎŀƭ 
Standard were not provided to the Bank and we 
remain independent of the Bank in conducting our 
audit.

Our audit opinion is consistent with the additional 
report to the audit committee.

Use of the audit report

¢Ƙƛǎ ǊŜǇƻǊǘ ƛǎ ƳŀŘŜ ǎƻƭŜƭȅ ǘƻ ǘƘŜ .ŀƴƪΩǎ ƳŜƳōŜǊǎ ŀǎ ŀ 
body in accordance with Chapter 3 of Part 16 of the 
Companies Act 2006. Our audit work has been 
ǳƴŘŜǊǘŀƪŜƴ ǎƻ ǘƘŀǘ ǿŜ ƳƛƎƘǘ ǎǘŀǘŜ ǘƻ ǘƘŜ .ŀƴƪΩǎ 
members those matters we are required to state to 
ǘƘŜƳ ƛƴ ŀƴ ŀǳŘƛǘƻǊΩǎ ǊŜǇƻǊǘ ŀƴŘ ŦƻǊ ƴƻ ƻǘƘŜǊ ǇǳǊǇƻǎŜΦ 
To the fullest extent permitted by law, we do not 
accept or assume responsibility to anyone other than 
ǘƘŜ .ŀƴƪ ŀƴŘ ǘƘŜ .ŀƴƪΩǎ ƳŜƳōŜǊǎ ŀǎ ŀ ōƻŘȅ ŦƻǊ ƻǳǊ 
audit work, for this report, or for the opinions we 
have formed.

Greg Simpson (Senior Statutory Auditor)

for and on behalf of MazarsLLP

Chartered Accountants and Statutory Auditor 

MazarsLLP

Tower Bridge House

{ǘΦ YŀǘƘŀǊƛƴŜΩǎ ²ŀȅ

London 

E1W 1DD

22 May 2019
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ϻΩллл Note 2018
2017 -

Restated*

Interest and similar income 8 23,532 21,034

Interest expense and similar charges 8 (6,766) (4,586)

Net interest income 16,766 16,448

Fee and commission income 9 2,728 2,668

Fee and commission expense 9 (2,147) (2,361)

Net fee and commission income 581 307

Net trading income 10 105 2,898

Other operating income 11 16 (31)

Net operating income 17,468 19,622

Personnel expenses 12 (6,201) (6,163)

Depreciation of property and equipment 22 (172) (111)

Amortisation of intangible assets 23 (707) (508)

Other operating expenses 13 (7,820) (5,230)

Total operating expenses before impairment losses (14,900) (12,012)

Net impairment (losses) 14 (104) (1,510)

Profit before taxation 2,464 6,100

Taxation 15 (295) (1,167)

Profit for the year 2,169 4,933

Statementof profit or lossfor the yearended31 December2018

The notes on pages 28 ς85 form part of these 
financial statements.

*See Note 32.
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The notes on pages 28- 85 form part of these financial 
statements.

ϻΩллл Note 2018
2017 -

Restated*

Profit for the year (before taxation) 2,464 4,933

Items that may quality for reclassification

Foreign currency translation differences for foreign operations (23) (77)

Net fair value gain / (loss ) on available for sale financial assets N/A 2,469

Reclassification of available for sale investments to profit or loss N/A (1,570)

Net losseson investmentsin debt instruments measuredat FVOCI (1,645) N/A

Net gains on financialassetsmeasuredat FVOCI reclassifiedto profit or loss
disposal

- N/A

Other comprehensive income for the year 16 (1,668) 822

Total comprehensive income for the year 796 5,755

Statementof other comprehensiveincomefor the yearended31 December2018

*See Note 32.
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ϻΩллл Note 2018
2017 -

Restated*

Assets

Cash and balances with central banks 17 17,698 17,489

Due from banks 18 157,397 120,104

Derivative financial instruments 41 231 1,140

Loans and advances to customers 19 211,596 207,964

Financial investments ςFVOCI / AFS 20.a) - b) 113,678 117,555

Financial investments ςAmort. Cost / HTM 21 48,545 -

Property and equipment 22 426 333

Goodwill and other intangible assets 23 - 24 12,115 11,371

Deferred tax assets 15 6,640 6,561

Other assets 25 6,737 8,032

Total assets 575,063 490,547

Liabilities and equity

Due to banks 26 367,631 279,739

Derivative financial instruments 41 - 74

Due to customers 27 109,231 112,349

Other liabilities 28 6,453 5,879

Subordinated debt 29 16,294 16,072

Total liabilities 499,609 414,113

Equity attributable to equity holders of parent

Share capital 30 102,173 102,173

Other reserves 30 (1,538) 130

Accumulated losses 30 (25,181) (25,869)

Total equity 75,454 76,434

Total liabilities and equity 575,063 490,547

Statementof financialposition as at 31 December2018

Houssam El Hak Morssi Barakat

Chief Executive Officer and Director

David Suratgar

Chairman

The notes on pages 28 ς85 form part of these financial statements.

Approvedby the Board and authorisedfor issue on  22 May 2019.

*See Note 32.



Page 26

S
ta

te
m

e
n
t o

f c
h

a
n

g
e

s in
 e

q
u

ity

Statementof changes in equity for the yearended31 December2018

Otherreservescategoryin the table aboverelates to 
changes in the fair value of financialinstruments 
measuredat fair value throughother comprehensive
incomeand the effectsof foreigncurrency
retranslationon a foreignoperation.

The notes on pages 28 - 85 form part of these financial 
statements.

ϻΩллл Note
Share
capital

Other 
reserves

Accumula-
ted losses

Total

Balance as at 1 January 2017 102,173 (692) (29,924) 71,557

Impact of correction of errors 32 (879) (879)

Restatedbalance as at 1 January2017 102,173 (692) (30,803) 70,678

Profit for the year as previously stated - - 5,510 5,510

Impact of correction of errors 32 (577) (577)

Othercomprehensive income - 822 - 822

Total comprehensive income - 822 4,933 5,755

Restatedbalance as at 31 December 2017 102,173 130 (25,869) 76,434

Balance as at 1 January 2018 102,173 130 (25,869) 76,434

Changeon initial application of IFRS 9 6.D - - (1,480) (1,480)

Restatedbalance as at 1 January2018 102,173 130 (27,349) 74,954

Profit for the year - - 2,169 2,169

Othercomprehensive income 16 - (1,668) - (1,668)

Total comprehensive income 30 (1,668) 2,169 501

Balance as at 31 December 2018 102,173 (1,538) (25,181) 75,454
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ϻΩллл note 2018
2017 ς

Restated*

Cash flows from continuing operating activities

Profit before tax 2,464 6,100

Adjustments for:

Net interest income 16,765 16,448 

Interest received (5,245) (5,704)

Interest paid 6,295 4,711 

Change in operating assets 33 (42,081) (64,434)

Change in operating liabilities 33 85,298 (41,412)

Other items included in profit before tax 882 (890)

Corporation tax paid (295) (1,167)

Net cash flows generated by continuing operating activities 64,083 (86,348)

Cash flows from investing activities

Purchase of financial investments (87,875) (72,258)

Proceeds from sales of financial investments 41,262 115,811 

Purchase of property and equipment (267) (135)

Purchase of intangible assets (1,325) (1,244)

Net cash flows generated by investing activities (48,205) 42,174

Cash flows from financing activities

Group subordinated debt 635 629

Net cash flows generated by financing activities 635 629

Net increase/(decrease) in cash and cash equivalents 16,513 (42,968)

Cash and cash equivalents as at 1 January 74,382 117,350 

Cash and cash equivalents as at 31 December 33 90,895 74,382

Statementof cash flow for the yearended31 December2018

Net foreign exchange difference on cash is immaterial 
because foreign currency cash positions are settled 
and matured on a daily basis, hence foreign currency 
cash would only be revaluedfrom the previous day.

The notes on pages 28 ς85 form part of these 
financial statements.

*See Note 32.
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1. Corporate Information 

In these financial statements, BMCE Bank 
International plcƛǎ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ ǘƘŜ ά.ŀƴƪέΦ ¢ƘŜ 
statements comprise the financial statements of 
BMCE Bank International plcas an individual entity. 
The Bank also maintains a foreign branch that is 
located in Paris.

The Bank provides Corporate and Investment Banking 
and Treasury services in Europe as well as North, East, 
West and Central Africa. The principal activities of the 
.ŀƴƪ ŀǊŜ ŘŜǎŎǊƛōŜŘ ƛƴ ǘƘŜ ǎǘǊŀǘŜƎƛŎ ŀƴŘ 5ƛǊŜŎǘƻǊǎΩ 
reports and note 7.

BMCE Bank International plc is incorporated and 
domiciled in England and Wales and is authorised and 
regulated by the Prudential Regulation Authority 
(PRA) and the Financial Conduct Authority (FCA). Its 
registered office is at 26 Upper Brook Street, London, 
W1K 7QE, United Kingdom.  

The ultimate parent undertaking and ultimate 
controlling party is BanqueMarocainedu Commerce 
ExterieurS.A. (BMCE Bank of Africa Group), a 
Company incorporated in Morocco. BMCE 
International (Holdings) plc, a Company incorporated 
in the United Kingdom and registered in England and 
Wales, is the immediate holding Company for the 
Bank.

Copies of the consolidated financial statements 
prepared in respect of BanqueMarocainedu 
Commerce ExterieurS.A. may be obtained by request 
on the following address: 140 Avenue Hassan II 2100 
Casablanca or on the website: 
http://www.bmcebank.ma/.

2. Significant accounting policies

2.1. Basis of preparation 

The accounts are prepared on a going concern basis 
όǎŜŜ ǘƘŜ 5ƛǊŜŎǘƻǊǎΩ ǊŜǇƻǊǘ ƻƴ ǇŀƎŜ мрύ ŀƴŘ ƛƴ 
accordance with International Financial Reporting 
Standards issued by the International Accounting 
Standards Board (IASB) and interpretations issued by 
the IFRS Interpretations Committee of the IASB as 
adopted by the European Union (EU) (together IFRS).

The financial statements have been prepared on a 
historical cost basis, except for derivative financial 
instruments, financial assets and financial liabilities 
held at fair value through profit or loss investments in 
debt instruments measured at FVOCI that have been 
measured at fair value.

The Bank presents its statement of financial position 
broadly in order of liquidity. An analysis regarding 
recovery or settlement within 12 months after the 

statement of financial position date (current) and 
more than 12 months after the statement of financial 
position date (non-current) is presented in note 39.

2.2 Foreign currency translation

The financial statements are presented in British 
tƻǳƴŘΣ ǿƘƛŎƘ ƛǎ ǘƘŜ .ŀƴƪΩǎ ŦǳƴŎǘƛƻƴŀƭ ŀƴŘ 
presentational currency. The functional currency of 
the foreign branch in Paris is Euro.

Foreign currency transactions are translated into the 
functional currency using the exchange rate prevailing 
at the dates of the transactions. The foreign exchange 
gains and losses resulting from the settlement of such 
transactions are recognised in the statement of profit 
and loss.  Unrealised gains and losses on unsettled 
transactions are also taken to the statement of profit 
and loss. 

Non-monetary items measured in terms of historical 
cost in a foreign currency are translated using the 
exchange rates at the dates of the initial transactions. 
The results of the foreign branch are translated into 
ǘƘŜ .ŀƴƪΩǎ ǇǊŜǎŜƴǘŀǘƛƻƴŀƭ ŎǳǊǊŜƴŎȅ ƻƴ ŀ ƳƻƴǘƘƭȅ ōŀǎƛǎ 
at the month end market exchange rate. All balances 
at the end of the period are converted at the period 
end rate. Any foreign exchange differences arising are 
accounted through other comprehensive income and 
ŀŎŎǳƳǳƭŀǘŜŘ ƛƴ ΨƻǘƘŜǊ ǊŜǎŜǊǾŜǎΩ ƛƴ ŜǉǳƛǘȅΦ

2.3 Net interest income

Interest income and expense for all financial 
instruments except for those classified as held for 
trading or those measured or designated as at FVTPL 
ŀǊŜ ǊŜŎƻƎƴƛǎŜŘ ƛƴ ΨbŜǘ ƛƴǘŜǊŜǎǘ ƛƴŎƻƳŜΩ ŀǎ ΨLƴǘŜǊŜǎǘ 
ƛƴŎƻƳŜΩ ŀƴŘ ΨLƴǘŜǊŜǎǘ ŜȄǇŜƴǎŜΩ ƛƴ ǘƘŜ ǇǊƻŦƛǘ ƻǊ ƭƻǎǎ 
account using the effective interest method. Interest 
on financial instruments measured as at FVTPL is 
included within the fair value movement during the 
ǇŜǊƛƻŘΣ ǎŜŜ ΨbŜǘ ǘǊŀŘƛƴƎ ƛƴŎƻƳŜΩΦ

The effective interest rate (EIR) is the rate that exactly 
discounts estimated future cash flows of the financial 
instrument through the expected life of the financial 
instrument or, where appropriate, a shorter period, to 
the net carrying amount of the financial asset or 
financial liability. The future cash flows are estimated 
taking into account all the contractual terms of the 
instrument.

The calculation of the EIR includes all fees paid or 
received between parties to the contract that are 
incremental and directly attributable to the specific 
lending arrangement, transaction costs, and all other 
premiums or discounts. For financial assets at FVTPL 
transaction costs are recognised in profit or loss at 
initial recognition.
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2. Significant accounting policies (continued)

The interest income/ interest expense is calculated by 
applying the EIR to the gross carrying amount of non-
credit impaired financial assets (i.e. at the amortised 
cost of the financial asset before adjusting for any 
expected credit loss allowance), or to the amortised 
cost of financial liabilities. For credit-impaired financial 
assets the interest income is calculated by applying 
the EIR to the amortised cost of the credit-impaired 
financial assets (i.e. the gross carrying amount less the 
allowance for expected credit losses (ECLs)). For 
financial assets originated the EIR reflects the ECLs in 
determining the future cash flows expected to be 
received from the financial asset.

2.4 Net fee and commission income

The Bank earns fee and commission income from a 
diverse range of services it provides to its customers in 
connection with its principal activities, and providing 
corporate advisory services.  Feesand commission are 
recognisedat point in time. However, somefees 
earned for the provision of services over a period of 
time are accrued over that period. These fees include 
commission income and advisory fees. Loan 
commitment fees for loans that are likely to be drawn 
down and other credit related fees are deferred 
(together with any incremental costs) and recognised 
as an adjustment to the effective interest rate on the 
loan.

Fees arising from negotiating or participating in the 
negotiation of a transaction for a third party, such as 
the arrangement of the acquisition of shares or other 
securities or the purchase or sale of businesses, are 
recognised on completion of the underlying 
transaction. Fees or components of fees that are 
linked to a certain performance are recognised after 
fulfilling the corresponding criteria.

2.5 Net trading income

Net trading income includes all gains and losses from 
changes in the fair value of financial assets and 
financial liabilities held for trading. The Bank has 
elected to present the full fair value movement of 
trading assets and liabilities in trading income, 
including any related interest income, expense and 
dividends.

Net income from other financial instruments at FVTPL 
includes all gains and losses from changes in the fair 
value of financial assets and financial liabilities at 
FVTPL. The Bank has elected to present the full fair 
value movement of assets and liabilities at FVTPL in 
this line, including any related interest income, 
expense and dividends.

2.6 Financial instruments

Financial assets and financial liabilities are recognised 
ƛƴ ǘƘŜ .ŀƴƪΩǎ ōŀƭŀƴŎŜ ǎƘŜŜǘ ǿƘŜƴ ǘƘŜ .ŀƴƪ ōŜŎƻƳŜǎ ŀ 
party to the contractual provisions of the instrument. 
Recognised financial assets and financial liabilities are 
initially measured at fair value. Transaction costs that 
are directly attributable to the acquisition or issue of 
financial assets and financial liabilities (other than 
financial assets and financial liabilities at FVTPL) are 
added to or deducted from the fair value of the 
financial assets or financial liabilities, as appropriate, 
on initial recognition. 

Transaction costs directly attributable to the 
acquisition of financial assets or financial liabilities at 
FVTPL are recognised immediately in profit or loss. If 
the transaction price differs from fair value at initial 
recognition, the Bank will account for such difference 
as follows:

- if fair value is evidenced by a quoted price in an 
active market for an identical asset or liability or based 
on a valuation technique that uses only data from 
observable markets, then the difference is recognised 
in profit or loss on initial recognition (i.e. day 1

profit or loss);

- in all other cases, the fair value will be adjusted to 
bring it in line with the transaction price (i.e. day 1 
profit or loss will be deferred by including it in the 
initial carrying amount of the asset or liability).

After initial recognition, the deferred gain or loss will 
be released to profit or loss on a rational basis, only to 
the extent that it arises from a change in a factor 
(including time) that market participants would take 
into account when pricing the asset or liability.

2.7 Financial assets

All financial assets are recognised and derecognised on 
a trade date where the purchase or sale of a financial 
asset is under a contract whose terms require delivery 
of the financial asset within the timeframe established 
by the market concerned, and are initially measured at 
fair value, plus transaction costs, except for those 
financial assets classified as at FVTPL.

Transaction costs directly attributable to the 
acquisition of financial assets classified as at FVTPL are 
recognised immediately in profit or loss. For all 
financial assets the amount presented on the 
statement of financial position represent all amounts 
receivable including interest accruals.

All recognised financial assets that are within the 
scope of IFRS 9 are required to be subsequently 
measured at amortised cost or fair value on the basis 
ƻŦ ǘƘŜ ŜƴǘƛǘȅΩǎ ōǳǎƛƴŜǎǎ ƳƻŘŜƭ ŦƻǊ ƳŀƴŀƎƛƴƎ ǘƘŜ 
financial assets and the contractual cash flow 
characteristics of the financial assets.
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2. Significant accounting policies (continued)

Specifically: 

- debt instruments that are held within a business 
model whose objective is to collect the contractual 
cash flows, and that have contractual cash flows that 
are solely payments of principal and interest on the 
principal amount outstanding (SPPI), are subsequently 
measured at amortised cost; 

- debt instruments that are held within a business 
model whose objective is both to collect the 
contractual cash flows and to sell the debt 
instruments, and that have contractual cash flows that 
are SPPI, are subsequently measured at FVTOCI; all 
other debt instruments (e.g. debt instruments 
managed on a fair value basis, or held for sale) and 
equity investments are subsequently measured at 
FVTPL. 

2.8 Debt instruments at amortised cost or at FVTOCI

The Bank assesses the classification and  
measurement of a financial asset based on the 
contractual cash flow characteristics of the asset and 
ǘƘŜ .ŀƴƪΩǎ ōǳǎƛƴŜǎǎ ƳƻŘŜƭ ŦƻǊ ƳŀƴŀƎƛƴƎ ǘƘŜ ŀǎǎŜǘΦ CƻǊ 
an asset to be classified and measured at amortised 
cost or at FVTOCI, its contractual terms should give 
rise to cash flows that are SPPI.

For the purpose of SPPI test, principal is the fair value 
of the financial asset at initial recognition. That 
principal amount may change over the life of the 
financial asset (e.g. if there are repayments of 
principal). Interest consists of consideration for the 
time value of money, for the credit risk associated 
with the principal amount outstanding during a 
particular period of time and for other basic lending 
risks and costs, as well as a profit margin. The SPPI 
assessment is made in the currency in which the 
financial asset is denominated.

Contractual cash flows that are SPPI are consistent 
with a basic lending arrangement. Contractual terms 
that introduce exposure to risks or volatility in the 
contractual cash flows that are unrelated to a basic 
lending arrangement, such as exposure to change in 
equity prices or commodity prices, do not give rise to 
contractual cash flows that are SPPI. An originated or 
an acquired financial asset can be a basic lending 
arrangement irrespective of whether it is a loan in its 
legal form.

The Bank determines the business models at a level 
that reflects how groups of financial assets are 
managed together to achieve a particular business 
ƻōƧŜŎǘƛǾŜΦ ¢ƘŜ .ŀƴƪΩǎ ōǳǎƛƴŜǎǎ ƳƻŘŜƭ ŘŜǇŜƴŘǎ ƻƴ 
ƳŀƴŀƎŜƳŜƴǘΩǎ ƛƴǘŜƴǘƛƻƴǎ ŦƻǊ ŀƴ ƛƴŘƛǾƛŘǳŀƭ ƛƴǎǘǊǳƳŜƴǘΦ

The Bank has more than one business model for 
managing its financial instruments which reflect how 

the Bank manages its financial assets in order to 
ƎŜƴŜǊŀǘŜ ŎŀǎƘ ŦƭƻǿǎΦ ¢ƘŜ .ŀƴƪΩǎ ōǳǎƛƴŜǎǎ ƳƻŘŜƭǎ 
determine whether cash flows will result from 
collecting contractual cash flows, selling financial 
assets or both.

When a debt instrument measured at FVTOCI is 
derecognised, the cumulative gain/loss previously 
recognised in OCI is reclassified from equity to profit 
or loss. In contrast, for an equity investment 
designated as measured at FVTOCI, the cumulative 
gain/loss previously recognised in OCI is not 
subsequently reclassified to profit or loss but 
transferred within equity.

Debt instruments that are subsequently measured at 
amortised cost or at FVTOCI are subject to 
impairment. 

2.9 Financial assets at FVTPL

Financial assets at FVTPL are:

- assets with contractual cash flows that are not SPPI; 
or/and

- assets that are held in a business model other than 
held to collect contractual cash flows or held to collect 
and sell; or 

- assets designated at FVTPL using the fair value 
option.

For the currentperiod, the Bank has not bookedany
Financial assets at FVTPL other than derivatives.

2.10 Reclassifications

If the business model under which the Bank holds 
financial assets changes, the financial assets affected 
are reclassified. The classification and measurement 
requirements related to the new category apply 
prospectively from the first day of the first reporting 
period following the change in business model that 
ǊŜǎǳƭǘǎ ƛƴ ǊŜŎƭŀǎǎƛŦȅƛƴƎ ǘƘŜ .ŀƴƪΩǎ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘǎΦ

During the current financial year, there was no change 
in the business model under which the Bank holds 
financial assets and therefore no reclassifications were 
made.
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2. Significant accounting policies (continued)

2.10 Foreign exchange gains and losses

The carrying amount of financial assets that are 
denominated in a foreign currency is determined in 
that foreign currency and translated at the spot rate at 
the end of each reporting period. Any gains and losses 
on foreign exchange are recorded in trading income.

2.11 Impairment

The Bank recognises loss allowances for ECLs on the 
following financial instruments that are not measured 
at FVTPL:

- loans and advances to banks;

- loans and advances to customers;

- debt investment securities;

- lease receivables;

- loan commitments issued; and

- financial guarantee contracts issued.

No impairment loss is recognised on equity 
investments.

ECLs are required to be measured through a loss 
allowance at an amount equal to:

- 12-month ECL, i.e. lifetime ECL that result from those 
default events on the financial instrument that are 
possible within 12 months after the reporting date, 
(referred to as Stage 1); or

- full lifetime ECL, i.e. lifetime ECL that result from all 
possible default events over the life of the financial 
instrument, (referred to as Stage 2 and Stage 3).

A loss allowance for full lifetime ECL is required for a 
financial instrument if the credit risk on that financial 
instrument has increased significantly since initial 
recognition. For all other financial instruments, ECLs 
are measured at an amount equal to the 12-month 
ECL.

ECLs are a probability-weighted estimate of the 
present value of credit losses. These are measured as 
the present value of the difference between the cash 
flows due to the Bank under the contract and the cash 
flows that the Bank expects to receive arising from the 
weighting of multiple future economic scenarios, 
ŘƛǎŎƻǳƴǘŜŘ ŀǘ ǘƘŜ ŀǎǎŜǘΩǎ 9LwΦ

- for undrawn loan commitments, the ECL is the 
difference between the present value of the 
difference between the contractual cash flows that are 
due to the Bank if the holder of the commitment 
draws down the loan and the cash flows that the Bank 
expects to receive if the loan is drawn down; and

- for financial guarantee contracts, the ECL is the 
difference between the expected payments to 
reimburse the holder of the guaranteed debt 
instrument less any amounts that the Bank expects to 
receive from the holder, the debtor or any other 
party.

The Bank measures ECL on an individual basis. The 
measurement of the loss allowance is based on the 
ǇǊŜǎŜƴǘ ǾŀƭǳŜ ƻŦ ǘƘŜ ŀǎǎŜǘΩǎ ŜȄǇŜŎǘŜŘ ŎŀǎƘ Ŧƭƻǿǎ ǳǎƛƴƎ 
ǘƘŜ ŀǎǎŜǘΩǎ ƻǊƛƎƛƴŀƭ 9LwΣ ǊŜƎŀǊŘƭŜǎǎ ƻŦ ǿƘŜǘƘŜǊ ƛǘ ƛǎ 
measured on an individual basis.

2.12 Credit-impaired financial assets

! ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘ ƛǎ ΨŎǊŜŘƛǘ-ƛƳǇŀƛǊŜŘΩ ǿƘŜƴ ƻƴŜ ƻǊ ƳƻǊŜ 
events that have a detrimental impact on the  
estimated future cash flows of the financial asset have 
occurred. Credit-impaired financial assets are referred 
to as Stage 3 assets. Evidence of credit-impairment

includes observable data about the following events:

- significant financial difficulty of the borrower or 
issuer;

- a breach of contract such as a default or past due 
event;

- the lender of the borrower, for economic or 
ŎƻƴǘǊŀŎǘǳŀƭ ǊŜŀǎƻƴǎ ǊŜƭŀǘƛƴƎ ǘƻ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ 
financial difficulty, having granted to the borrower a 
concession that the lender would not otherwise 
consider;

- the disappearance of an active market for a security 
because of financial difficulties; or

- the purchase of a financial asset at a deep discount 
that reflects the incurred credit losses.

It may not be possible to identify a single discrete 
eventτinstead, the combined effect of several events 
may have caused financial assets to become credit-
impaired. The Bank assesses whether debt 
instruments that are financial assets measured at 
amortised cost or FVTOCI are credit-impaired at each 
reporting date. To assess if sovereign and corporate 
debt instruments are credit impaired, the Bank 
considers factors such as bond yields, credit ratings 
and the ability of the borrower to raise funding .

A loan is considered credit-impaired when a 
concession is granted to the borrower due to a 
ŘŜǘŜǊƛƻǊŀǘƛƻƴ ƛƴ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŦƛƴŀƴŎƛŀƭ ŎƻƴŘƛǘƛƻƴΣ 
unless there is evidence that as a result of granting the 
concession the risk of not receiving the contractual 
cash flows has reduced significantly and there are no 
other indicators of impairment. For financial assets 
where concessions are contemplated but not granted 
the asset is deemed credit impaired when there is 
observable evidence of credit-impairment including 
meeting the definition of default.
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2. Significant accounting policies (continued)

2.13 Definition of default

Critical to the determination of ECL is the definition of 
default. The definition of default is used in measuring 
the amount of ECL and in the determination of 
whether the loss allowance is based on 12-month or 
lifetime ECL, as default is a component of the 
probability of default (PD) which affects both the 
measurement of ECLs and the identification of a 
significant increase in credit risk.

The Bank considers the following as constituting an 
event of default  when the borrower is unlikely to pay 
its credit obligations to the Bank in full.

This definition of default is used by the Bank for 
accounting purposes as well as for internal credit risk 
management purposes. The definition of default is 
appropriately tailored to reflect different 
characteristics of different types of assets. 

When assessing if the borrower is unlikely to pay its 
credit obligation, the Bank takes into account both 
qualitative and quantitative indicators. The 
information assessed depends on the type of the 
asset. Quantitative indicators are also key inputs in 
this analysis. The Bank uses a variety of sources of 
information to assess default which are either 
developed internally or obtained from external 
sources. 

As noted in the definition of credit impaired financial 
assets above, default is evidence that an asset is credit 
impaired. Therefore credit impaired assets will include 
defaulted assets, but will also include other non-
defaulted given the definition of credit impaired is 
broader than the definition of default.

2.14 Significant increase in credit risk

The Bank monitors all financial assets, issued loan 
commitments and financial guarantee contracts that 
are subject to the impairment requirements to assess 
whether there has been a significant increase in credit 
risk since initial recognition. If there has been a 
significant increase in credit risk the Bank will measure 
the loss allowance based on lifetime rather than 12-
month ECL.

¢ƘŜ .ŀƴƪΩǎ ŀŎŎƻǳƴǘƛƴƎ ǇƻƭƛŎȅ ƛǎ ƴƻǘ ǘƻ ǳǎŜ ǘƘŜ ǇǊŀŎǘƛŎŀƭ 
ŜȄǇŜŘƛŜƴǘ ǘƘŀǘ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘǎ ǿƛǘƘ ΨƭƻǿΩ ŎǊŜŘƛǘ Ǌƛǎƪ ŀǘ 
the reporting date are deemed not to have had a 
significant increase in credit risk. As a result the Bank 
monitors all financial assets, issued loan commitments 
and financial guarantee contracts that are subject to 
impairment for significant increase in credit risk.

In assessing whether the credit risk on a financial 
instrument has increased significantly since initial 
recognition, the Bank compares the risk of a default 

occurring on the financial instrument at the reporting 
date based on the remaining maturity of the 
instrument with the risk of a default occurring that 
was anticipated for the remaining maturity at the 
current reporting date when the financial instrument 
was first recognised. In making this assessment, the 
Bank considers both quantitative and qualitative 
information that is reasonable and supportable, 
including historical experience and forward-looking 
information that is available without undue cost or 
ŜŦŦƻǊǘΣ ōŀǎŜŘ ƻƴ ǘƘŜ .ŀƴƪΩǎ ƘƛǎǘƻǊƛŎŀƭ ŜȄǇŜǊƛŜƴŎŜ ŀƴŘ 
expert credit assessment including forward-looking

information.

For corporate lending, forward-looking information 
includes the future prospects of the industries in 
ǿƘƛŎƘ ǘƘŜ .ŀƴƪΩǎ ŎƻǳƴǘŜǊǇŀǊǘƛŜǎ ƻǇŜǊŀǘŜΣ ƻōǘŀƛƴŜŘ 
from economic expert reports, financial analysts, 
governmental bodies, relevant think-tanks and other 
similar organisations, as well as consideration of 
various internal and external sources of actual and 
forecast economic information.

The Bank allocates its counterparties to a relevant 
internal credit risk grade depending on their credit 
quality. The quantitative information is a primary 
indicator of significant increase in credit risk and is 
based on the change in lifetime PD.

The PDs used are forward-looking and the Bank uses 
the same methodologies and data used to measure 
the loss allowance for ECL.

The qualitative factors that indicate significant 
increase in credit risk are reflected in PD models on a 
timely basis. However the Bank still considers 
separately some qualitative factors to assess if credit 
risk has increased significantly. For corporate lending 
there is particular focus on assets that are included on 
ŀ ΨǿŀǘŎƘ ƭƛǎǘΩ ƎƛǾŜƴ ŀƴ ŜȄǇƻǎǳǊŜ ƛǎ ƻƴ ŀ ǿŀǘŎƘ ƭƛǎǘ ƻƴŎŜ 
there is a concern that the creditworthiness of the 
specific counterparty has deteriorated. 

2.15 Modification and derecognition of financial 
assets

A modification of a financial asset occurs when the 
contractual terms governing the cash flows of a 
financial asset are renegotiated or otherwise modified 
between initial recognition and maturity of the 
financial asset. A modification affects the amount 
and/or timing of the contractual cash flows either 
immediately or at a future date. In addition, the 
introduction or adjustment of existing covenants of an 
existing loan would constitute a modification even if 
these new or adjusted covenants do not yet affect the 
cash flows immediately but may affect the cash flows 
depending on whether the covenant is or is not met 
(e.g. a change to the increase in the interest rate that 
arises when covenants are breached).
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2. Significant accounting policies (continued)

The Bank renegotiates loans to customers in financial 
difficulty to maximise collection and minimise the risk 
of default. The revised terms in most of the cases 
include an extension of the maturity of the loan,  
changes to the timing of the cash flows of the loan 
(principal and interest repayment), reduction in the 
amount of cash flows due (principal and interest 
forgiveness) and amendments to covenants.

When a financial asset is modified the Bank assesses 
whether this modification results in derecognition. A 
modification results in derecognitionwhen it gives rise 
to substantially different terms. To determine if the 
modified terms are substantially different from the 
original contractual terms the Bank considers the 
following:

- Qualitative factors, such as contractual cash flows 
after modification are no longer SPPI, change in 
currency or when rights to cash flows between the 
original counterparties expire because a new debtor 
replaces the original debtor (unless both debtors are 
under common control), the extent of change in 
interest rates, and maturity. If these do not clearly 
indicate a substantial modification, then;

- A quantitative assessment is performed to compare 
the present value of the remaining contractual cash 
flows under the original terms with the contractual 
cash flows under the revised terms, both amounts 
discounted at the original effective interest.

If the difference in present value is greater than 10% 
the Group deems the arrangement is substantially 
different leading to derecognition. When performing a 
quantitative assessment of a modification or 
renegotiation of a credit-impaired financial asset or a 
purchased or originated credit-impaired financial asset 
that was subject to a write-off, the group considers 
the expected (rather than the contractual) cash flows 
before modification or renegotiation and compares 
those with the contractual cash flows after 
modification or renegotiation.

In the case where the financial asset is derecognised 
the loss allowance for ECL is remeasuredat the date of 
derecognitionto determine the net carrying amount 
of the asset at that date. The difference between this 
revised carrying amount and the fair value of the new 
financial asset with the new terms will lead to a gain 
or loss on derecognition. The new financial asset will 
have a loss allowance measured based on 12-month 
ECL except in the rare occasions where the new loan is 
considered to be originated credit impaired. This 
applies only in the case where the fair value of the 
new loan is recognised at a significant discount to its 
revised par amount because there remains a high risk 
of default which has not been reduced by the 
modification. The Bank monitors credit risk of 
modified financial assets by evaluating qualitative and 
quantitative information, such as if the borrower is in

past due status under the new terms.

When the contractual terms of a financial asset are 
modified and the modification does not result in 
derecognition, the Bank determines if the financial 
ŀǎǎŜǘΩǎ ŎǊŜŘƛǘ Ǌƛǎƪ Ƙŀǎ ƛƴŎǊŜŀǎŜŘ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ǎƛƴŎŜ 
initial recognition by comparing:

- the remaining lifetime PD estimated based on data 
at initial recognition and the original contractual 
terms; with

- the remaining lifetime PD at the reporting date 
based on the modified terms.

Where a modification does not lead to derecognition
the Bank calculates the modification loss by comparing 
the gross carrying amount before and after the 
modification (excluding the ECL allowance).  
Modification losses for financial assets are included in 
ǘƘŜ ǇǊƻŦƛǘ ƻǊ ƭƻǎǎ ŀŎŎƻǳƴǘ ƛƴ Ψ[ƻǎǎŜǎ ƻƴ ƳƻŘƛŦƛŎŀǘƛƻƴ ƻŦ 
ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘǎΩΦ ¢ƘŜƴ ǘƘŜ DǊƻǳǇ ƳŜŀǎǳǊŜǎ 9/[ ŦƻǊ ǘƘŜ 
modified asset, where the expected cash flows arising 
from the modified financial asset are included in 
calculating the expected cash shortfalls from the 
original asset.

The Bank derecognises a financial asset only when the 
ŎƻƴǘǊŀŎǘǳŀƭ ǊƛƎƘǘǎ ǘƻ ǘƘŜ ŀǎǎŜǘΩǎ ŎŀǎƘ Ŧƭƻǿǎ ŜȄǇƛǊŜ 
(including expiry arising from a modification with 
substantially different terms), or when the financial 
asset and substantially all the risks and rewards of 
ownership of the asset are transferred to another 
entity. If the Bank neither transfers nor retains 
substantially all the risks and rewards of ownership 
and continues to control the transferred asset, the 
Bank recognises its retained interest in the asset and 
an associated liability for amounts it may have to pay. 
If the Bank retains substantially all the risks and 
rewards of ownership of a transferred financial asset, 
the Bank continues to recognise the financial asset 
and also recognises a collateralised borrowing for the 
proceeds received. 

On derecognitionof a financial asset in its entirety, the 
ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ǘƘŜ ŀǎǎŜǘΩǎ ŎŀǊǊȅƛƴƎ ŀƳƻǳƴǘ ŀƴŘ 
the sum of the consideration received and receivable 
and the cumulative gain/loss that had been 
recognised in OCI and accumulated in equity is 
recognised in profit or loss, with the exception of 
equity investment designated as measured at FVTOCI, 
where the cumulative gain/loss previously recognised 
in OCI is not subsequently reclassified to profit or loss. 

2.16 Write-off

Loans and debt securities are written off when the 
Bank has no reasonable expectations of recovering the 
financial asset (either in its entirety or a portion of it). 
This is the case when the Bank determines that the 
borrower does not have assets or sources of income 
that could generate sufficient cash flows to repay the 
amounts subject to the write-off. A write-off 
constitutes a derecognitionevent. The Bank may apply 
enforcement activities to financial assets written off. 
wŜŎƻǾŜǊƛŜǎ ǊŜǎǳƭǘƛƴƎ ŦǊƻƳ ǘƘŜ .ŀƴƪΩǎ ŜƴŦƻǊŎŜƳŜƴǘ 
activities will result in impairment gains.
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2. Significant accounting policies (continued)

2.17 Presentation of allowance for ECL in the 
statement of financial position

Loss allowances for ECL are presented in the 
statement of financial position as follows:

- for financial assets measured at amortised cost: as a 
deduction from the gross carrying amount of the 
assets;

- for debt instruments measured at FVTOCI: as a 
deduction from the carrying amount of the assets 

- for loan commitments and financial guarantee 
contracts: as a provision; and

- where a financial instrument includes both a drawn 
and an undrawn component, and the Bank cannot 
identify the ECL on the loan commitment component 
separately from those on the drawn component: the 
Group presents a combined loss allowance for both 
components. The combined amount is presented as a 
deduction from the gross carrying amount of the 
drawn component. Any excess of the loss allowance 
over the gross amount of the drawn component is 
presented as a provision.

2.18 Financial liabilities and equity

Debt and equity instruments that are issued are 
classified as either financial liabilities or as equity in 
accordance with the substance of the contractual 
arrangement.

A financial liability is a contractual obligation to 
deliver cash or another financial asset or to exchange 
financial assets or financial liabilities with another 
entity under conditions that are potentially 
unfavourable to the Bank or a contract that will or 
Ƴŀȅ ōŜ ǎŜǘǘƭŜŘ ƛƴ ǘƘŜ .ŀƴƪΩǎ ƻǿƴ Ŝǉǳƛǘȅ ƛƴǎǘǊǳƳŜƴǘǎ 
and is a non-derivative contract for which the Bank is 
or may be obliged to deliver a variable number of its 
own equity instruments, or a derivative contract over 
own equity that will or may be settled other than by 
the exchange of a fixed amount of cash (or another 
ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘύ ŦƻǊ ŀ ŦƛȄŜŘ ƴǳƳōŜǊ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ƻǿƴ 
equity instruments.

2.19 Financial liabilities

CƛƴŀƴŎƛŀƭ ƭƛŀōƛƭƛǘƛŜǎ ŀǊŜ ŎƭŀǎǎƛŦƛŜŘ ŀǎ ΨƻǘƘŜǊ ŦƛƴŀƴŎƛŀƭ 
ƭƛŀōƛƭƛǘƛŜǎΩΦ CƻǊ ŀƭƭ ŦƛƴŀƴŎƛŀƭ ƭƛŀōƛƭƛǘƛŜǎ ǘƘŜ ŀƳƻǳƴǘ 
presented on the statement of financial position 
represent all amounts payable including interest 
accruals. For the current period, the Bank has not 
recorded any financial liabilities being classified as 
financial liabilities at FVTPL.

Other financial liabilities, including deposits and 
borrowings, are initially measured at fair value, net of 
transaction costs. Other financial liabilities are 
subsequently measured at amortised cost using the 
effective interest method.

2.20 Modification and derecognitionof financial 
liabilities

The Bank derecognises financial liabilities when, and 
ƻƴƭȅ ǿƘŜƴΣ ǘƘŜ DǊƻǳǇΩǎ ƻōƭƛƎŀǘƛƻƴǎ ŀǊŜ ŘƛǎŎƘŀǊƎŜŘΣ 
cancelled or have expired. The difference between 
the carrying amount of the financial liability 
derecognised and the consideration paid and payable 
is recognised in profit or loss.

2.21 Derivative financial instruments

The Group enters into a variety of derivative financial 
instruments some of which are held for trading while 
others are held to manage essentially its exposure to 
foreign exchange rate risk. Derivative held include 
foreign exchange forward contracts, interest rate 
swaps, cross currency interest rate swaps and credit 
default swaps. Derivatives are initially recognised at 
fair value at the date a derivative contract is entered 
into and are subsequently remeasuredto their fair 
value at each balance sheet date. The resulting 
gain/loss is recognised in profit or loss immediately. 

A derivative with a positive fair value is recognised as 
a financial asset whereas a derivative with a negative 
fair value is recognised as a financial liability.

2.22 Hedge accounting

Duringthe currentperiod, the Bank has not recorded
anyhedgerelationship(fair value hedge, cash flow 
hedge, hedgeof net investmentsin foreign
operations).

2.23 Financial guarantee

The Bank gives financial guarantees, consisting of 
letters of credit, guarantees and acceptances. 
Financial guarantees are initially recognised in the 
ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ŀǘ ŦŀƛǊ ǾŀƭǳŜΣ ƛƴ ΨhǘƘŜǊ ƭƛŀōƛƭƛǘƛŜǎΩ 
being the premium received. Subsequent to initial 
ǊŜŎƻƎƴƛǘƛƻƴΣ ǘƘŜ .ŀƴƪΩǎ ƭƛŀōƛƭƛǘȅ ǳƴŘŜǊ ŜŀŎƘ ƎǳŀǊŀƴǘŜŜ 
is measured at the higher of the amortised premium 
and the best estimate of expenditure required settling 
any financial obligation arising as a result of the 
guarantee. 

Any increase in liability relating to financial 
guarantees would be taken to the  statement of profit 
ŀƴŘ ƭƻǎǎ ƛƴ Ψ/ǊŜŘƛǘ ƭƻǎǎ ŜȄǇŜƴǎŜΩΦ  ¢ƘŜ ǇǊŜƳƛǳƳ 
received is recognised in the statement of profit and 
ƭƻǎǎ ƛƴ ΨbŜǘ ŦŜŜǎ ŀƴŘ ŎƻƳƳƛǎǎƛƻƴ ƛƴŎƻƳŜΩ ƻƴ ŀ ǎǘǊŀƛƎƘǘ 
line basis over the life of the guarantee.
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2. Significant accounting policies (continued)

нΦнп Ψ5ŀȅ мΩ ǇǊƻŦƛǘ 

Where the transaction price in a non-active market is 
different to the fair value from other observable 
current market transactions in the same instrument or 
based on a valuation technique whose variables 
include only data from observable markets, the Bank 
immediately recognises the difference between the 
transaction price and fair value (a Day 1 profit) in the 
ǎǘŀǘŜƳŜƴǘ ƻŦ ǇǊƻŦƛǘ ŀƴŘ ƭƻǎǎ ƛƴ ΨbŜǘ ǘǊŀŘƛƴƎ ƛƴŎƻƳŜΩΦ 

In cases where use is made of data which is not 
observable, the difference between the transaction 
price and model value is only recognised in the 
statement of profit and loss when the inputs become 
observable, or when the instrument is derecognised.

2.25 Subordinated debt

These are long-term debt liabilities carried at 
amortised cost.

2.26 Offsetting financial instruments

Financial assets and financial liabilities are offset and 
the net amount reported in the statement of financial 
position only if there is a currently enforceable legal 
right to offset the recognised amounts and there is an 
intention to settle on a net basis, or to realise the 
asset and settle the liability simultaneously. This is not 
generally the case with master netting agreements, 
and the related assets and liabilities are presented 
gross in the statement of financial position.

2.27 Leasing 

Bank as a lessee ςThe leases entered into by the Bank 
as lessee are operating leases. Any rentals payable are 
charged to the  statement of profit and loss on a 
straight line basis over the lease term and included in 
ΨhǇŜǊŀǘƛƴƎ ŜȄǇŜƴǎŜǎΩΦ 

Bank as a lessor ςLeases where the Bank does not 
transfer substantially all the risks and benefits 
incidental to ownership of the leased items are 
operating leases. Operating lease receipts are 
recognised as income in the statement of profit and 
loss on a straight line basis over the leased term. All 
leases where the Bank is a lessor are sub-leases of 
operating leases where the Bank is the lessee.

2.28 Cash and cash equivalents

Cash and cash equivalents as referred to in the cash 
flow statement comprise cash on hand, balances with 
central Banks and amounts due from Banks on 
demand or with an original maturity of three months 
or less. Cash and cash equivalent are carried at 
amortised cost in the statement of financial position.

CƻǊ ǘƘŜ ǇǳǊǇƻǎŜ ƻŦ ǘƘŜ ŎŀǎƘ Ŧƭƻǿ ǎǘŀǘŜƳŜƴǘ ǘƘŜ .ŀƴƪΩǎ 
operating activities include cash flows from loans and 
advances, customer deposits and derivative financial 
ƛƴǎǘǊǳƳŜƴǘǎΦ ¢ƘŜ .ŀƴƪΩǎ ŦƛƴŀƴŎƛƴƎ ŀŎǘƛǾƛǘƛŜǎ ŎƻƳǇǊƛǎŜ 
movements in issued share capital and subordinated 
debt.

2.29. Business combinations and goodwill

Business combinations are accounted for using the 
purchase method of accounting.  This involves 
recognising identifiable assets (including previously 
unrecognised intangible assets) and liabilities 
(including contingent liabilities and excluding future 
restructuring) of the acquired business at fair value.  
Any excess of the cost of acquisition over the fair 
values of the identifiable net assets acquired is 
recognised as goodwill.  

Goodwill acquired in a business combination is initially 
measured at cost, being the excess of the cost of the 
ōǳǎƛƴŜǎǎ ŎƻƳōƛƴŀǘƛƻƴ ƻǾŜǊ ǘƘŜ .ŀƴƪΩǎ ƛƴǘŜǊŜǎǘ ƛƴ ǘƘŜ 
net fair value of the identifiable assets, liabilities and 
contingent liabilities acquired.  Following initial 
recognition, goodwill is measured at cost less any 
accumulated impairment losses.  Goodwill is reviewed 
for impairment, annually or more frequently if events 
or changes in circumstances indicate that the carrying 
value may be impaired.

Previously  and for the purpose of impairment testing, 
goodwill acquired in a business combination is, from 
ǘƘŜ ŀŎǉǳƛǎƛǘƛƻƴ ŘŀǘŜΣ ŀƭƭƻŎŀǘŜŘ ǘƻ ŜŀŎƘ ƻŦ ǘƘŜ .ŀƴƪΩǎ 
cash-generating units that are expected to benefit 
from the synergies of the combination, irrespective of 
whether other assets or liabilities acquired are 
assigned to those units. Each unit or group of units to 
which the goodwill is allocated:

Å represents the lowest level within the Bank at 
which the goodwill is monitored for internal 
management purposes; and

Å is not larger than an operating segment as defined 
under IFRS 8 Operating Segments.

Duringthe currentperiod, the Bank appointeda firm
to considerthe value of the Branchwhichwasusedto 
assessif anyadditionalimpairmentwasdeemed
necessary. 

2.30 Property and equipment

Property and equipment, which consist of computer 
hardware and furniture and equipment are stated at 
cost less accumulated depreciation. Depreciation is 
calculated using the straight-line method to write 
down the cost of Property and equipment to their 
residual values over their estimated useful lives. The 
residual estimated useful lives from 1 January 2018 
are as follows:

- Computer hardware - 3 to 5 years; and

- Furniture and equipment - 5 years to 9 years.
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2. Significant accounting policies (continued)

2.31 Other intangible assets

Intangible assets include the value of development 
costs and computer software. Expenditure on 
internally developed intangible assets, excluding 
development expenditure, is taken to the statement 
of profit and loss in the year in which it is incurred.  
Development expenditure is recognised as an 
intangible asset only after its technical feasibility and 
commercial viability can be demonstrated. Intangible 
assets acquired separately are measured on initial 
recognition at cost. Following the initial recognition, 
intangible assets are carried at cost less any 
accumulated amortisation and any accumulated 
impairment losses.

Amortisation is calculated using the straight-line 
method to write down the cost of intangible assets to 
their residual values over their estimated useful lives. 

The residual estimated useful lives from 1 January 
2018 are as follows:

- Licences: 5 to 10 years;

- Computer software  - 3 to 10 years; and

- Development costs - 3  to  5 years.

2.32 Impairment of non-financial assets

The Bank assesses at each reporting date, or more 
frequently if events or changes in circumstances 
indicate that the carrying value may be impaired, 
whether there is an indication that a non-financial 
asset may be impaired. If any such indication exists, or 
when annual impairment testing for an asset is 
ǊŜǉǳƛǊŜŘΣ ǘƘŜ .ŀƴƪ ƳŀƪŜǎ ŀƴ ŜǎǘƛƳŀǘŜ ƻŦ ǘƘŜ ŀǎǎŜǘΩǎ 
recoverable amount. Where the carrying amount of 
an asset exceeds its recoverable amount, the asset is 
considered impaired and is written down to its 
recoverable amount.

2.33 Pension benefits

The Bank operates a defined contribution pension 
plan. The contribution payable to a defined 
contribution plan is in proportion to the services 
rendered to the Bank by the employees and is 
ǊŜŎƻǊŘŜŘ ŀǎ ŀƴ ŜȄǇŜƴǎŜ ǳƴŘŜǊ ΨtŜǊǎƻƴƴŜƭ ŜȄǇŜƴǎŜǎΩΦ

2.34 Provisions

Provisions are recognised when the Bank has a 
present obligation (legal or constructive) as a result of 
a past event and it is probable that an outflow of 
resources embodying economic benefits will be 
required to settle the obligation and a reliable 
estimate can be made of the amount of the 
obligation.

2.35 Taxes

Current tax and liabilities for the current and prior 
years are measured at the amount expected to be 
recovered from or paid to the taxation authorities.  
The tax rates and tax laws used to compute the 
amount are those that are enacted, or substantively 
enacted, by the reporting date.

Deferred tax is provided on temporary differences at 
the reporting date between the tax base of assets and 
liabilities and their carrying amounts for financial 
reporting purposes. 

Deferred tax liabilities are recognised for all taxable 
temporary differences. Deferred tax assets are 
recognised for all deductible temporary differences, 
carry forward of unused tax credits and unused tax 
losses, to the extent that it is probable that taxable 
profit will be available against which the deductible 
temporary differences, and the carry forward of 
unused tax credits and unused tax losses can be 
utilised.

The carrying amount of deferred tax assets is 
reviewed at each reporting date and is reduced to the 
extent that it is no longer probable that sufficient 
taxable profit will be available to allow all or part of 
the deferred tax asset to be utilised.  Unrecognised 
deferred tax assets are reassessed at each reporting 
date and are recognised to the extent that it has 
become probable that future taxable profit will allow 
the deferred tax asset to be recovered. Detailed plans 
are produced for the next financial year, and using this 
as a basis, forecasts are produced for the following 
years.

Deferred tax assets and liabilities are measured at the 
tax rates that are expected to apply in the year when 
the asset is realised or the liability is settled, based on 
tax rates (and tax laws) that have been enacted or 
substantively enacted at the reporting date.

Current tax and deferred tax relating to items 
recognised directly in equity are also recognised in 
equity and not in the statement of profit and loss.

2.36 Dividends on ordinary shares

Dividends on ordinary shares are recognised as a 
liability and deducted from equity when they are 
ŀǇǇǊƻǾŜŘ ōȅ ǘƘŜ .ŀƴƪΩǎ ǎƘŀǊŜƘƻƭŘŜǊǎΦ

Interim dividends are deducted from equity when 
they are declared and are no longer at the discretion 
of the Bank.

Dividends for the year that are approved after the 
reporting date are disclosed as an event after the 
reporting date.
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2. Significant accounting policies (continued)

2.37 Accounting policies applied to financial 
statements prior to 1 January 2018

Å Initial recognition and subsequent measurement 
of available for sale financial investments ς
Available for sale financial investments which 
consist of bond instruments are those which are 
designated as available for sale or do not qualify to 
be classified as designated at fair value through 
profit or loss, held-to-maturity or loans and 
receivables. 

After initial measurement, available for sale 
investments are subsequently measured at fair 
value. Unrealised gains and losses are recognised 
in other comprehensive income and are 
ŀŎŎǳƳǳƭŀǘŜŘ ƛƴ ΨƻǘƘŜǊ ǊŜǎŜǊǾŜǎΩ ƛƴ ŜǉǳƛǘȅΦ ²ƘŜƴ 
the security is disposed of, the cumulative gain or 
loss previously recognised in equity is recognised in 
ǘƘŜ ǎǘŀǘŜƳŜƴǘ ƻŦ ǇǊƻŦƛǘ ŀƴŘ ƭƻǎǎ ƛƴ ΨƴŜǘ ǘǊŀŘƛƴƎ 
ƛƴŎƻƳŜΩΦ ²ƘŜǊŜ ǘƘŜ .ŀƴƪ ƘƻƭŘǎ ƳƻǊŜ ǘƘŀƴ ƻƴŜ 
investment in the same security they are deemed 
to be disposed of on a first-in-first-out basis.  
Interest earned whilst holding available for sale 
financial investments is reported as interest 
income using the effective interest rate. Dividends 
earned whilst holding available for sale financial 
investments are recognised in the statement of 
ǇǊƻŦƛǘ ŀƴŘ ƭƻǎǎ ŀǎ ΨhǘƘŜǊ ƻǇŜǊŀǘƛƴƎ ƛƴŎƻƳŜΩ ǿƘŜƴ 
the right of the payment has been established. The 
losses arising from impairment of such 
investments are recognised in the statement of 
ǇǊƻŦƛǘ ŀƴŘ ƭƻǎǎ ƛƴ ΨLƳǇŀƛǊƳŜƴǘ ƭƻǎǎŜǎ ƻƴ ŦƛƴŀƴŎƛŀƭ 
ƛƴǾŜǎǘƳŜƴǘǎΩ ŀƴŘ ǊŜƳƻǾŜŘ ŦǊƻƳ ǘƘŜ ŀǾŀƛƭŀōƭŜ ŦƻǊ 

sale reserve.

Å Impairment of financial assets - The Bank assesses 
at each reporting date whether there is any 
objective evidence that a financial asset or a group 
of financial assets is impaired. A financial asset or a 
group of financial assets is deemed to be impaired 
if, and only if, there is objective evidence of 
impairment as a result of one or more events that 
has occurred after the initial recognition of the 
ŀǎǎŜǘ όŀƴ ƛƴŎǳǊǊŜŘ Ψƭƻǎǎ ŜǾŜƴǘΩύ ŀƴŘ ǘƘŀǘ ƭƻǎǎ ŜǾŜƴǘ 
(or events) has an impact on the estimated future 
cash flows of the financial asset or the group of 
financial assets that can be reliably estimated. 

Evidence of impairment may include indications 
that the borrower or a group of borrowers is 
experiencing significant financial difficulty, default 
or delinquency in interest or principal payments, 
the probability that they will enter Bankruptcy or 
other financial reorganisation and where 
observable data indicates that there is a 
measurable decrease in the estimated future cash 
flows, such as changes in arrears or economic 
conditions that correlate with defaults.

2.38 Significant accounting judgements and 
estimates applied to to financial statements prior to 
1 January 2018

Å Impairment of financial assets ςAvailable for sale 
investments, are reviewed at each reporting date 
to assess whether an allowance for impairment 
should be recorded in the statement of profit and 
loss. In particular, judgement by management is 
required in the estimation of the amount and 
timing of future cash flows when determining the 
level of allowance required.  Such estimates are 
based on assumptions about a number of factors 
and actual results may differ, resulting in future 
changes to the allowance. The method used to 
calculate impairment provisions is to estimate 
future cash flows and then discount these at the 
original effective interest rate for the loans and 
advances and financial instruments being 
considered. The impairment provision is calculated 
as the difference between the net present value 
and the carrying value. 
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3. Critical accounting judgements and key 
sources of estimation uncertainty

The directors are required to make judgements, 
estimates and assumptions about the carrying 
amounts of assets and liabilities that are not readily 
apparent from other sources. The estimates and 
associated assumptions are based on historical 
experience and other factors that are considered to 
be relevant. Actual results may differ from these 
estimates.  

The estimates and underlying assumptions are 
reviewed on an ongoingbasis. Revisions to accounting 
estimates are recognised in the period in which the 
estimate is revised if the revision affects only that 
period, or in the period of the revision and future 
periods if the revision affects both current and future 
periods. 

оΦм /ǊƛǘƛŎŀƭ ƧǳŘƎŜƳŜƴǘǎ ƛƴ ŀǇǇƭȅƛƴƎ ǘƘŜ ƎǊƻǳǇΩǎ 
accounting policies

The following are the critical judgements, apart from 
those involving estimations (which are dealt with 
separately below), that the directors have made in the 
ǇǊƻŎŜǎǎ ƻŦ ŀǇǇƭȅƛƴƎ ǘƘŜ .ŀƴƪΩǎ ŀŎŎƻǳƴǘƛƴƎ ǇƻƭƛŎƛŜǎ ŀƴŘ 
that have the most significant effect on the amounts 
recognised in financial statements:

Å Business model assessment - Classification and 
measurement of financial assets depends on the 
results of the SPPI and the business model test 
(please see financial assets sections of note 1). The 
Bank determines the business model at a level that 
reflects how groups of financial assets are  
managed together to achieve a particular business 
objective.

Å Significant increase of credit risk - As explained in 
note 1, ECL are measured as an allowance equal to 
12-month ECL for stage 1 assets, or lifetime ECL for 
stage 2 or stage 3 assets. An asset moves to stage 
2 when its credit risk has increased significantly

since initial recognition. In assessing whether the 
credit risk of an asset has significantly increased the 
Bank takes into account qualitative and quantitative 
reasonable and supportable forward-looking 
information.

Å Models and assumptions used - The Bank uses 
various models and assumptions in measuring fair 
value of financial assets as well as in estimating 
ECL. Judgement is applied in identifying the most 
appropriate model for each type of asset, as well 
as for determining the assumptions used in these 
models, including assumptions that relate to key 
drivers of credit risk.

3.2 Key sources of estimation uncertainty  

The following are key estimations that the directors 
ƘŀǾŜ ǳǎŜŘ ƛƴ ǘƘŜ ǇǊƻŎŜǎǎ ƻŦ ŀǇǇƭȅƛƴƎ ǘƘŜ .ŀƴƪΩǎ 
accounting policies and that have the most significant 
effect on the amounts recognised in financial 
statements:

Å Probability of default - PD constitutes a key input 
in measuring ECL. PD is an estimate of the 
likelihood of default over a given time horizon, the 
calculation of which includes historical data, 
assumptions and expectations of future conditions. 
See note 38 for more details, including analysis of 
the sensitivity of the reported ECL to changes in PD 
resulting from changes in economic drivers. 

Å Loss Given Default - LGD is an estimate of the loss 
arising on default. It is based on the difference 
between the contractual cash flows due and those 
that the lender would expect to receive, taking 
into account cash flows from collateral and integral 
credit enhancements. 

Å Fair value measurement and valuation process -
In estimating the fair value of a financial asset or a 
liability, the Bank uses market-observable data to 
the extent it is available. Where such Level 1 inputs 
are not available the Bank uses valuation models 
to determine the fair value of its financial 
instruments.

Å Deferredtax assetsςThe Bank producesa 
business plan that isusedin order to assess
deferredtaxassets. The business plan forecast
future profitability in usingvariousassumptions
subjectto estimation.

Å Impairmentof goodwill ςThe Bank uses internal
approachor externalfirm to assessthe value of 
the goodwill at eachreportingperiod. Valuations
use assumptionssubjectto estimation.
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4. Application of new and revised  International 
Financial Reporting Standards (IFRSs)

In the current year, the Group has applied IFRS 9 
Financial Instruments and the related consequential 
amendments to other IFRS Standards that are 
effective for an annual period that begins on or after 1 
January 2018. Pleaserefer to note 6 for details.

In the currentyear, the Bank has alsoapplieda 
numberof amendmentsto IFRSsand new 
interpretationsissuedby the International Accounting
Standards Board (IASB) as endorsedby European
Union that are mandatorilyeffective for an accounting
periodthat beginson or after 1 January2018.

Their adoption has not had any material impact on 
the disclosures or on the amounts reported in these 
financial statements.

Å IFRS 15 Revenue from contracts with customers;

Å Clarification to IFRS 15;

Å Amendmentsto IFRS 4: applyingIFRS9 Financial 
instrument with IFRS 4 insurancecontracts;

Å Amendmentsto IFRS 2: clarification and 
measurementof sharebasedpayment
transactions; and

Å Amendement to IAS 40: transfersof investment
property.

Å IFRIC 22 Foreigncurrencytransactions and 
advanceconsideration;

5. New and revised IFRSs in issue but not yet 
effective

The standards, amendments, and interpretations, 
which are relevant to the Company, and may have a 
material effect on the Company's forthcoming 
financial statements are as follows. The adoption of all 
other standards, amendments, and interpretations 
are not expected to have a material impact (IFRS 16 
excluded see dedicated paragraph hereafter).

Below is a list of new and revised IFRSs that are not 
yet mandatorily effective (but allow early application) 
for the year ending 31 December 2018:

- Standards effective date: 01/01/2019

Å IFRS 16 Leases; 

Å Amendments to IFRS 9: Prepayment Features with 
Negative Compensation;

Å IFRIC 23 Uncertainty over Income Tax Treatments;

Å Amendments to IAS 28: Long-term Interests in 
Associates and Joint Ventures; 

Å Amendments to IAS 19: Plan Amendment, 
Curtailment or Settlement; and 

Å Annual Improvements to IFRS Standards 2015-
2017 Cycle.

- Standards effective date: 01/01/2020 or later

Å Amendments to References to the Conceptual 
Framework in IFRS Standards;

Å Amendment to IFRS 3 Business Combinations;

Å Amendments to IAS 1 and IAS 8: Definition of 
Material;  and

Å IFRS 17 Insurance Contracts.

IFRS 16 Leases - January 2016, the IASB issued IFRS 16 
Ψ[ŜŀǎŜǎΩ ǿƛǘƘ ŀƴ ŜŦŦŜŎǘƛǾŜ ŘŀǘŜ ŦƻǊ ŀƴƴǳŀƭ ǇŜǊƛƻŘǎ 
beginning on or after 1 January 2019. IFRS 16 results 
in lessees accounting for most leases within the scope 
of the standard in a manner similar to the way in 
which finance leases are currently accounted for 
ǳƴŘŜǊ L!{ мт Ψ[ŜŀǎŜǎΩΦ [ŜǎǎŜŜǎ ǿƛƭƭ ǊŜŎƻƎƴƛǎŜ ŀ ΨǊƛƎƘǘ ƻŦ 
ǳǎŜΩ ŀǎǎŜǘ ŀƴŘ ŀ ŎƻǊǊŜǎǇƻƴŘƛƴƎ ŦƛƴŀƴŎƛŀƭ ƭƛŀōƛƭƛǘȅ ƻƴ ǘƘŜ 
balance sheet. The asset will be amortised over the 
length of the lease, and the financial liability 
measured at amortised cost. Lessor accounting 
remains substantially the same as under IAS 17.  The 
bank will  reassess  in 2019  the impact of IFRS 16 as it 
is not practicable to quantify the effect at the date of 
the publication of these financial statements as in 
early 2019 the Bank gave its notification to not renew 
the existing lease contract for their current offices. 
The assessment will be performed once a new 
contract is identified. Existing operating lease 
commitments are set out in Note 34.

.
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6. Changes in accounting policies

In the current year, the Bank has applied IFRS 9 
Financial Instruments (as revised in July 2014) and the 
related consequential amendments to other IFRS 
Standards that are effective for an annual period that 
begins on or after 1 January 2018, which resulted in 
changes in accounting policies and adjustments to the 
amounts previously recognised in the financial 
statements. The Bank did not early adopt  any of IFRS 
9 in previous periods.

As permitted by the transitional provisions of IFRS 9, 
the Bank elected not to restate comparative figures. 
Any adjustments to the carrying amounts of financial 
assets and liabilities at the date of transition were 
recognised in the opening retained earnings and 
reserves of the current period. The Bank does not 
apply hedge accounting.

Consequently, for notes disclosures, the consequential
amendmentsto IFRS 7 disclosureshave been applied
to the currentperiod. The comparative periodnotes 
disclosuresrepeatthosedisclosuresmade in the prior
year.

The adoption of IFRS 9 has resultedin changes in the 
.ŀƴƪΩǎaccountingpoliciesfor recognition, 
classification and measurementof financialassets
and financialliabilitiesand impairmentof financial
assets. IFRS 9 alsosignficantlyamendsother standards 
dealingwith financialinstruments suchas IFRS 7 
ΨCƛƴŀƴŎƛŀƭ ƛƴǎǘǊǳƳŜƴǘǎΥ disclosuresΩΦ 

Set out beloware disclosuresrelatingto the impact of 
the adoption of IFRS 9 in the Bank. 

A. Classification and measurement

The measurementcategoryand the carryingamount
of financialassetsand liablitiesin accordance with
IFRS 9 and IAS 39 at 1 January2018 are comparedas 
follows:
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ϻΩллл IFRS9 IAS 39

Measurementcategory
Carrying
amount

Measurementcategory
Carrying
amount

Financialassets

Cash and balances with 
central banks

Amortisedcost 17,489
Amortisedcost(Loans
and receivables)

17,489

Due from banks Amortised cost 119,787
Amortisedcost(Loans
and receivables)

120,104

Derivative financial 
instruments

FVPL(Designated) 1,140 FVPL(Designated) 1,140

Loans and advances to 
customers

Amortised cost 206,688
Amortisedcost(Loans
and receivables)

207,964

Financial investments FVOCI 117,356 FVOCI(Availablefor sale) 117,555

Financialliabilities

Due to banks Amortised cost 279,739 Amortisedcost 279,739

Derivative financial 
instruments

FVPL(Designated) 74 FVPL(Designated) 74

Due to customers Amortised cost 112,349 Amortisedcost 112,349

Subordinated debt Amortised cost 16,072 Amortisedcost 16,072
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6. Changes in accounting policies (continued)

B. Reconciliation of statement of financial posiiton
balances from IAS 39 and IFRS 9 

The followingtable reconcilesthe carryingamountsof 
financialassets, from their previousmeasurement
categoryin accordance with IAS 39 to their new 
measurementcategoriesupontransition to IFRS 9 on 
1 January2018.

All the values in the table belowfor remeasurements
purposeare from remeasurementfor ECL allowance.

No reclassifications betweenIFRS 9 categorieshave 
been deemedrelevant.

No investmentsecuritiesprevisouslyclassifiedas 
availablefor sale whichfail the SPPI test have been 
identified.
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ϻΩллл

IAS 39carrying
amount 31 
December

2017

Reclas-
sifications

Remeasu-
rement

IFRS 9carrying
amount 1 

January2018

Assets

Amortised cost

Cashand balances with centralbanks 17,489 - - 17,489

Due from banks 120,104 - (317) 119,787

Loans and advances to customers 207,964 - (1,276) 206,688

Fairvalue through profit & Loss

Derivativefinancial instrument 1,140 - - 1,140

Fair value throughcomprehensive 
income

Available for sale investment 
securities

117,555 - (199) 117,356

C. Reconciliation of impairment allowance balance 
from IAS 39 and IFRS 9

The followingtables reconcilespriorǇŜǊƛƻŘΩǎclosing
impairmentallowancemeasuredin accordance with
IAS 39 incurredlossmodel to the new impairment
allowancemeasuredin accordance with the IFRS 9 
expectedlossmodel at 1 January2018.

ϻΩллл

IAS 39loss
allowance31 

December
2017

Reclas-
sifications

Remeasu-
rement

IFRS 9loss 1 
January2018

Assets

Amortised cost

Due from banks - - (317) (317) 

Loans and advances to customers (3,023) - (1,276) (4,299)

Fair value throughcomprehensive 
income

Available for sale investment 
securities

- - (199) (199)
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7. Segment reporting

The primary segment reporting format is determined 
ǘƻ ōŜ ōǳǎƛƴŜǎǎ ǎŜƎƳŜƴǘǎ ŀǎ ǘƘŜ .ŀƴƪΩǎ Ǌƛǎƪǎ ŀƴŘ ǊŀǘŜǎ 
of return are affected predominantly by differences in 
the products and services provided. The operating 
businesses are organised and managed according to 
the nature of the products and services, with each 
segment representing a strategic business unit that 
offers different products and serves different markets.

For management purposes, the Bank is organised into 
three business segments:

Å Treasury and Capital Markets (TCM) ςPrincipally 
engaged in sales and market making activities in 
the treasury sector.  Provides market and product 
access for a range of corporate and institutional 
customers and trading on our own account.  
Provides internal cash funding at market rates for 
Corporate and Investment Banking activities.

Å Corporate and Investment Banking (CIB) ς
Principally providing Investment Banking services 
including structured and project finance, corporate 
finance, loan advisory and structuring services and 
other credit facilities for corporate and 
institutional customers.

Å Other ςOther central functions which are not 
directly attributable to Corporate and Investment 
Banking nor Treasury and Capital Markets and 
which are managed and controlled centrally are 
ǇǊŜǎŜƴǘŜŘ ŀǎ ΨƻǘƘŜǊΩΦ

¢ƘŜ .ŀƴƪΩǎ ƎŜƻƎǊŀǇƘƛŎŀƭ ǎŜƎƳŜƴǘǎ ŀǊŜ ōŀǎŜŘ ƻƴ ǘƘŜ 
location of the clients with whom business has been 
conducted for Corporate and Investment Banking and 
for the individual markets accessed for Treasury and 
Capital Markets activities.
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6. Changes in accounting policies (continued)

D. Statement of the financial position - opening 
balance impacts on 1 January 2018  

The Bank performedan analysisof changes occured
on 1 January2018 on the statementof the financial
position followingthe first time application of IFRS 9. 

ϻΩллл
Closingbalance 
31 December

2017

Reclas-
sifications

Remeasu-
rement

Opening
balance1 

January2018

Assets

Financialassets

Due from banks 120,104 - (317) 119,787

Loans and advances to customers 207,964 - (1,276) 206,688

Available for sale investment 
securities

117,555 - (199) 117,356

Non financial assets

Deferredtax assets 6,561 - 312 6,873

Liabilities

Accumulatedlosses (25,869) - (1,480) (27,349)
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7. Segment reporting (continued)

The following tables present income and certain asset 
ŀƴŘ ƭƛŀōƛƭƛǘȅ ƛƴŦƻǊƳŀǘƛƻƴ ǊŜƎŀǊŘƛƴƎ ǘƘŜ .ŀƴƪΩǎ 

operating segments for the years ended 31 December 
2018 and 31 December 2017.

ϻΩллл TCM CIB Other
Total
2018

Operating income

Net interest income 4,366 12,833 (433) 16,766

Net fees and commission income - 696 (115) 581

Net trading income (162) - 267 105

Other operating income - 23 (7) 16

Total operating income 4,204 13,552 (288) 17,468

Operating expenses

Personnel expenses (335) (1,425) (4,441) (6,201)

Depreciation - - (172) (172)

Amortisation - - (707) (707)

Other operating expenses - - (7,820) (7,820)

Net impairment losses (102) (17) 15 (104)

Total operating expenses (437) (1,442) (13,125) (15,004)

Segment results 3,767 12,110 (13,413) 2,464

Income tax expense - - (295) (295)

Profit for the year 3,767 12,110 (13,708) 2,169

Other comprehensiveincome

Items that may qualify for reclassification (1,645) - (23) (1,668)

Total other comprehensiveincome (1,645) - (23) (1,668)

Assets and liabilities

Segment assets 320,114 211,333 43,616 575,063

Segment liabilities (278,906) (150,040) (70,663) (499,609)

Capital expenditure

Tangible assets - - 426 426

Intangible assets - - 3,070 3,070
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7. Segment reporting (continued)

ϻΩллл TCM CIB Other
Total

2017 ς
Restated*

Operating income

Net interest income 7,822 14,353 (5,727) 16,448

Net fees and commission income - (91) 398 307

Net trading income (2,448) 29 2,439 20

Realised gain on disposal of investment securities 2,878 - - 2,878

Net operating income from other segments - (126) 126 -

Other operating income - (19) (12) (31)

Total operating income 8,252 14,146 (2,776) 19,622

Operating expenses

Personnel expenses (418) (563) (5,182) (6,163)

Depreciation - - (111) (111)

Amortisation - - (508) (508)

Other operating expenses - (126) (5,104) (5,230)

Impairment recoveries - (1,510) - (1,510)

Total operating expenses (418) (2,199) (10,905) (13,522)

Segment results 7,834 11,947 (13,681) 6,100

Income tax expense - - (1,298) (1,298)

Profit for the year 7,834 11,947 (14,849) 4,933

Other comprehensiveincome

Items that may qualify for reclassification 899 - (77) 822

Total other comprehensiveincome 899 - (77) 822

Assets and liabilities

Segment assets 220,825 225,937 43,785 490,547

Segment liabilities (224,095) (168,067) (21,951) (414,113)

Capital expenditure

Tangible assets - - 135 135

Intangible assets - - 1,244 1,244
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*See Note 32.
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ϻΩллл 2018 2017

Due from banks 3,262 2,108

Loans and advances to customers 14,455 13,907

Financial investments - FVOCI 4,295 N/A

Financial investments - AFS N/A 4,641 

Financial investments ςAmort. cost. 1,520 N/A

Financial investments ςHTM N/A 378 

Interest and similar income 23,532 21,034 

Due to banks (6,131) (3,957)

Subordinated debt (635) (629)

Interest and similar charges (6,766) (4,586)

Net interest income 16,766 16,448

8. Net interest income

ϻΩллл 2018
2017 -

Restated*

Credit related fees and commissions 95 181

Corporate banking fees 2,633 2,487

Fee and commission income 2,728 2,668

Fees and commission expense (13) -

Other fees paid (2,134) (2,361)

Fees and commission expense (2,147) (2,361)

Net fee and commission income 581 307

9. Net fee and commission income
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7. Segment reporting (continued)

Information about geographical areas

The bank operates in four geographical locations: UK, 
Africa, Europe and the rest of the world. 

The Bank's external net operating income is allocated 
based on accounting figures and on the location of the 
transaction counterparty.

ϻΩллл - 2018
United 

Kingdom
Africa Europe

Restof the 
World

External net operating income 1,879 9,198 2,004 4,387

Total of non current assets 6,750 2,702 9,729 -

ϻΩллл ς2017
United

Kingdom
Africa Europe

Restof the 
World

External net operating/(expenses) income 18,946 13,650 (15,273) 2,299

Total of  non current assets 4,516 4,832 8,917 -

*See Note 32.
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ϻΩллл 2018 2017

Foreign exchange 417 (5,806)

Foreign exchange - derivative foreign exchange (293) 5,825

Gainon disposal  - FVOCI (19) N/A

Gainon disposal - AFS N/A 1,571

Gainon disposal ςAmort. Cost. - N/A

Gainon disposal of  held to maturity securities N/A 1,308

Net trading income 105 2,898

10. Net trading income

ϻΩллл 2018 2017

Other income/ (expenses) 16 (31)

Other operating income 16 (31)

11. Other operating income

ϻΩллл 2018 2017

Wages and salaries (4,616) (4,439)

Social security costs (980) (952)

Pension costs - defined contribution plans (424) (469)

Other benefits (181) (303)

Personnel expenses (6,201) (6,163)

Directors' remuneration and disclosure of highest paid director are disclosed in note 35.

Number of employees 74 57

The average monthly number of employees (including Directors) during the year was:

Board 5 4

Corporate and Investment Banking 17 12

Treasury and Capital Markets 4 4

Operations and support 48 37

12. Personnel expenses

No income derived from other financial instruments  
are recognised at fair value  through profit and loss.
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ϻΩллл 2018 2017

Marketing expense (66) (109)

Operating leasesexpenses (premises) (1,278) (1,037)

Administrative (4,453) (2,763)

Professional fees (1,279) (850)

Statutory audit fees* (198) (148)

Other expenses (546) (323)

Other operating expenses (7,820) (5,230)

13. Other operating expenses

ϻΩллл Note 2018 2017

IFRS9

Stage1 ςPerformingς12 monthsECL (66) N/A

Stage 2 ςPerformingςLifetime ECL 55 N/A

Stage 3 ςNon performingςLife time ECL (94) N/A

IAS 39

Nonperforming N/A (1,510)

(104) (1,510)

14. Net impairment (losses) / recoveries

N
o

te
s
 to

 th
e

 fin
a

n
c
ia

l sta
te

m
e

n
ts

*Amount includes interim report of £20k and overruns in respect of prior year of £20k. 
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ϻΩллл 2018
2017 -

Restated*

Current Income tax (65) (717)

Prior period current tax adjustments (5) (26) 

Current tax (70) (743)

Relating to origination and reversal of temporary differences - (189)

Change in tax rate (26) (34)

Prior period deferred tax adjustments 171 (43)

Derecognitionof deferred tax assets (350) (157)

Deferred tax (224) (424)

Taxation (295) (1,167)

Reconciliation of the total tax charge

Profit before tax 2,464 6,100 

Income tax calculated at a tax rate of 19.00% (2017: 19.27%) (468) (1,176)

Other non-deductible items (23) (34)

Other deductible items 201 -

Depreciation in excess of capital allowances (167) (119)

Capital allowances in excess of depreciation 371 373 

Effect of change in tax rate (26) (34)

Adjustment in respect of prior years 166 (70) 

Derecognition of tax effect of previously recognised deferred tax (349) (107)

Income tax benefit reported in the statement of profit and loss (295) (1,167)

The deferred tax asset is due to temporary differences on the following:

Taxlossesavailable 5,533 5,605 

Propertyand equipment 829 956 

IFRS 9 impact 278 -

Total 6,640 6,561 

15. Taxation

Deferred tax has been provided at the rates being in 
force when the temporary differences reverse, in 
accordance with the accounting policy. This has been 
calculated using the tax rate ranging  from 19%  to 
17% . As a result of the change in bank loss relief 
utilisation, the deferred tax asset is expected to be 
realised over 10 years. 

The deferredtax asset (DTA) recognisedas at 31 
December2018 has been recognisedon the basis that
the Directorsbelieveit isprobable that sufficient
future taxable profits will begeneratedagainstwhich
it can beutilised. 
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*See Note 32.
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ϻΩллл
Before

tax
2018

Tax
2018

Net of tax
2018

Net of tax
2017

Unrealisedgain / (loss) on Financial Investments (1,645) - (1,645) 899

Exchange differences on translating foreign operations (23) - (23) (77)

Total other comprehensive income / (loss) (1,668) - (1,668) 822

ϻΩллл 2018 2017

Balances with central banks 17,698 17,489 

Cash and cash equivalentwith central banks 17,698 17,489 

Current accounts with other banks 71,612 46,247 

Money market placements with other banks 1,585 10,646 

Cash and cash equivalent due from banks 73,197 56,893

Net cash and cash equivalent position 90,895 74,382 

Loans and advances to banks 84,200 63,211 

Due from banks 157,397 120,104 

17. Net cash and cash equivalentposition

16. Other comprehensiveincome
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In arrivingat this conclusion the Directorshave 
estimatedthe future profit performance for the Bank 
whichissubjectto a numberof variables. If forecast
profit beforetax reducesby 10% the Directorswould
still deemrecognition of the deferredtaxassets as 
appropriate.
The Directorsare satisfiedthe calculationof the 
deferredtaxasset will beutilisedwith future taxable 
profits.
A sensitivity analysis has been applied to the initial 
scenario described previously. A +10% - 6% changes 
in the forecast income of the Bank would change the 
period over which the losses will be fully utilised by  0 
- 1 year.  

Any futures changes in tax law could have a 
significant effect on the use of losses, including the 
period over which the losses are utilised.

15. Taxation (continued)
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18. Due from banks
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ϻΩллл
Grosscarrying

amount
Lossallowance

Carrying
amount 2018

2017

IFRS9

Stage1 ςPerformingς12 monthsECL 157,701 (304) 157,397 N/A

IAS 39

Performing N/A N/A N/A 120,104 

Due from banks 157,701 (304) 157,397 120,104 

19. Loans and advances to customers

ϻΩллл
Grosscarrying

amount
Lossallowance

Carrying
amount 2018

2017

IFRS9

Stage1 ςPerformingς12 monthsECL 172,960 (503) 171,983 N/A

Stage 2 ςPerformingςLifetime ECL 37,903 (1,475) 36,428 N/A

Stage 3 ςNon performingςLife time 
ECL 5,065 (2,354) 3,185

N/A

IAS 39

Performing N/A N/A N/A 189,146

Nonperforming N/A N/A N/A 18,818 

Loans and advances to customers 215,927 (4,331) 211,596 207,964

20.a) Financial investments ςFair value through other comprehensive income

ϻΩллл
Grosscarrying

amount
Lossallowance

Carrying
amount 2018

2017

IFRS9

Stage1 ςPerformingς12 monthsECL 113,311 (85) 113,226 N/A

Stage 2 ςPerformingςLifetime ECL 458 (5) 453 N/A

IAS 39

Performing N/A N/A N/A 117,555

Financial investments - FVOCI 113,769 (90) 113,678 117,555
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20.b) Financial investments ςAvailable for sale

N
o

te
s
 to

 th
e

 fin
a

n
c
ia

l sta
te

m
e

n
ts

ϻΩллл 2018 2017

Financial investmentsςAvailableof sale

Government debt securities N/A 7,646 

Other debt securities N/A 109,909 

Financial investments - carrying value 117,555 

Financial instruments N/A 117,258 

Cumulative valuation N/A 297

Less impairment provision N/A -

Financial investments - carrying value 117,555 

Maturity

less than three months N/A 7,396 

one year or less but over three months N/A 24,099 

between one year and five years N/A 86,060 

more than five years N/A -

Financial investments - carrying value 117,555 

21. Financial investments ςAmortised cost

ϻΩллл
Grosscarrying

amount
Lossallowance

Carrying
amount 2018

2017

IFRS9

Stage1 ςPerformingς12 monthsECL 48,746 (201) 48,545 N/A

IAS 39

Performing N/A N/A N/A -

Financial investments ςAmort. cost 48,746 (201) 48,545 -
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ϻΩллл 2018 2017

Costas at 1 January 846 691 

Additions 267 135 

Disposals - -

Exchange adjustments 8 20

Costas at 31 December 1,121 846 

Depreciation as at 1 January (513) (391) 

Charge for the year (175) (111) 

Disposals - -

Exchange adjustments (7) (11)

Depreciation as at 31 December (695) (513)

Net book value 426 333

22. Propertyand equipmentςcomputer hardware, furniture & equipment

ϻΩллл 2018 2017

Costas at 1 January 3,128 1,885

Additions 1,325 1,243 

Disposals - -

Costas at 31 December 4,453 3,128 

Amortisation as at 1 January (674) (165) 

Charge for the year (709) (508) 

Disposals - -

Amortisation as at 31 December (1,383) (674) 

Net book value 3,070 2,454

23. Intangible assetsςcomputer software
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24. Goodwill

ϻΩллл 2018 2017

As at  1 January 13,771 13,445 

Exchange adjustments 127 326

As at  31 December 13,898 13,771

Impairment (4,854) (4,854) 

Net book value 9,044 8,917
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A price has been agreed for the sale of the branch.  
The fair value less costs to sell is higher than the 
carrying amount of £9.04m.(see note 31 for more 
detail).  Following this assessment, no additional 
impairment was deemed necessary. 

25. Other assets

ϻΩллл 2018 2017

Current accounts 66,924 39,974

Term deposits due to banks - 11,084

Due to fellow group undertakings less than 1 year 71,961 6,784

Due to ultimate parent undertaking 228,746 221,897

Due to banks 367,631 279,739

26. Due to banks

ϻΩллл 2018
2017 ς

Restated*

VAT recoverable 272 269

Prepayments 2,063 1,850

Rent deposit 231 181

Due from ultimate parent undertaking 3,558 4,830

Other sundry receivables 613 900

Other assets 6,737 8,030

Due to fellow group undertakings are money market 
deposits from subsidiaries of BMCE Bank of Africa 
Group other than the ultimate parent company 
(Banque Marocaine du Commerce ExterieurS.A). 

These deposits are at commercial arms length rates.

*See Note 32.
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ϻΩллл 2018 2017

Current accounts 105,720 104,480

Term deposits 3,511 7,869

Due to customers 109,231 112,349

ϻΩллл 2018
2017 ς

Restated*

Accounts payable 1,352 817

Accruals 2,856 3,102

Other taxes and social security costs 164 365

Deferred income 2,041 1,147

Other payables 40 448

Other liabilities 6,453 5,879

28. Other liabilities
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27. Due to customers

ϻΩллл 2018 2017

Principal 15,912 15,695

Accrued Interest 382 377

Subordinated debt 16,294 16,072

Subordinated debt  represent subordinated loans of 
ϵмтΣтллƪ п҈ ŦƛȄŜŘ ǊŀǘŜ ƴƻǘŜǎ  ƎǊŀƴǘŜŘ ōȅ ǘƘŜ ǇŀǊŜƴǘ 
company  on 31st May 2010 with original redemption 
date of  2020. In 2015, the maturityƻŦ ϵмтΣтллƪ 
subordinated debt was extended from 2020 to 2023. 

See note 30, issued Share capital, for movement in the 
banks reserves which also represent the Banks funding 
sources.

29. Subordinated debt

ϻΩллл - 2018 2017
Cash
flows

Fx
change

Other Total

Groupsubordinated debt 16,072 635 (31) (382) 16,294

ϻΩллл ς2017 2016
Cash
flows

Fx
change

Other Total

Groupsubordinated debt 15,503 629 303 (363) 16,072

*See Note 32.
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30. Sharecapital and reserves

ϻΩллл 2018
2017 ς

Restated*

Share capital

Authorised
150,000,000 ordinary shares of £1 each 

Issued, called up and fully paid
102,173,000 shares ordinary shares of £1 each 102,173 102,173

Share capital as at 31 December 102,173 102,173

All shares rank equally with one vote per share. There is no entitlement to fixed income

Reserves

Reserves- FVOCI (1,349) N/A

Reserves - AFS N/A 297

Foreign currency translation (189) (167)

Accumulated losses (25,181) (25,869)

Reserves as at 31 December (26,719) (25,739)

Share capital and reserves 75,454 76,434
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31. Events after the reporting date

In February 2019, the Board of Director decided to sell 
ǘƘŜ tŀǊƛǎ .ǊŀƴŎƘ ŦƻƭƭƻǿƛƴƎ ǘƘŜ DǊƻǳǇΩǎ ŘŜŎƛǎƛƻƴ ǘƻ 
reorganize its European activities amid the United 
YƛƴƎŘƻƳΩǎ ŘŜŎƛǎƛƻƴ ǘƻ ƭŜŀǾŜ ǘƘŜ 9ǳǊƻǇŜŀƴ ¦ƴƛƻƴΦ ! 
valuation has been performed by an external firm. No 
provisions has been deemed necessary at this stage. 
In 2019, the Paris branch activities will be considered 
as discontinued activities as per IFRS 5. The Paris 
Branch activities belongs to the Corporate and 
Investment Banking segment (see note 7).

The sale wasagreedon March 2019 with a company
within the wider Group.
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32.  Correction of errors

During the current year, the Bank discovered that 
some interbranch transactions of £443k should not 
have been recognised on the balance sheet and 
insurance costs were incorrectly recognised. 

The errors have been corrected and results are 
disclosed as follows:

ϻΩллл 2017 - Disclosed Adjustments 2017 - Restated

Statementof profit and loss

Fee and commission expense (1,653) (708) (2,361)

Net fee and commission income 1,015 (708) (307)

Net operating income 20,330 (708) 19,622

Profit before taxation 6,808 (708) 6,100

Taxation (1,298) 131 (1,167)

Profit for the year 5,510 (577) 4,933

ϻΩллл 2017 - Disclosed Adjustments 2017 - Restated

Statementof financialposition Prior 2017 For 2017

Assets

Deferred tax assets 6,531 - 30 6,561

Other assets 8,473 (443) - 8,030

Total assets 490,960 (443) 30 490,547

Liabilities

Other liabilities 4,837 436 606 5,879

Accumulatedlosses (24,414) (879) (577) (25,869)

Total liabilities 490,960 (443) 30 490,547
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33. Additional cash flow information

ϻΩллл 2018 2017

Cash and balances with central banks 17,698 17,489 

Current accounts with other banks 71,612 46,247 

Money market placements with other banks 1,585 10,646 

Cash and cash equivalent (note 15) 90,895 74,382 

Net decrease / (increase) in:

Due from banks (20,911) (18,217)

Derivative Financial Instruments 909 (1,108)

Loans and advances to customers (4,957) (32,019)

Other assets 1,166 1,798 

Interest (18,288) (15,330)

Change in operating assets (42,081) (64,876)

Net (decrease) / increase in:

Due to banks 87,892 (25,338)

Derivative financial instruments  (74) (1,224)

Due to customers (3,118) (17,357)

Other liabilities 126 3,674 

Interest 472 (125)

Change in operating liabilities 85,298 (40,370)

Depreciation and amortisation 884 619 

Impairment provisions 104 1,510 

Gains on securities 19 (2,878)

Net foreign exchange gain (125) (141)

Other items included in profit before tax 882 (890)
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ϻΩллл 2018 2017

Financial guarantees 1,993 1,285

Letters of credit 72,063 49,448

Bills for collection 12,179 79

Contingent liabilities 86,235 50,812

Undrawn commitments to lend 10,924 8,342

Commitments 10,924 8,342

Contingent liabilitiesand commitments 97,159 59,154

34. Contingent liabilities and commitments

These are credit-related instruments which include 
guarantees and commitments to extend credit. The 
contractual amounts represent the amount at risk 
should the contract be fully drawn upon and the client 
defaults. 

Since a significant portion of guarantees and 
commitments are expected to expire without being 

drawn upon, the total of the contract amounts is not 
representative of future cash requirements.

These obligations are not recognised on the balance 
sheet but they contain credit risk and are therefore 
part of the overall risk of the Bank.

The total outstanding commitments and contingent 
liabilities are as follows:

Operating lease commitments 
Bank as lessee
The Bank was committed to making the following 
cumulative payments under non-cancellable operating 
ƭŜŀǎŜǎ ƛƴ ǘƘŜ ȅŜŀǊΦ hǇŜǊŀǘƛƴƎ ƭŜŀǎŜǎ ŀǊŜ ŦƻǊ ǘƘŜ .ŀƴƪΩǎ 
offices in London and Paris.  

The lease is to be shared with other group companies, 
ǘƘŜ .ŀƴƪΩǎ ŎƻƳƳƛǘǘŜŘ ǎƘŀǊŜ ƛǎ ǘƻ Ǉŀȅ ϻуноƪ ǇŜǊ 
annum.
Future non-cancellable operating lease payments as at 
31 December are as follows:

ϻΩллл 2018 2017

Within one year 1,407 1,395

After one year but not more than five years 77 1,276

Lease commitments expiring 1,484 2,671



Page 59

ϻΩллл 2018 2017

Within one year 584 520

Lease commitments receivable 584 520

34. Contingent liabilities and commitments 
(continued)

Bank as lessor

The Bank subleased a portion of its Paris premises. 
Future minimum rentals receivable under the non-
cancellable operating leases as at 31 December are as 
follows:

35. Compensation  and transactions with key 
management personnel of the Bank

The non-executive Directors do not receive pension 
entitlements from the Bank.

Key management personnel include senior 
management of the Bank. 

One director was a memberof the defined
contribution schemein 2018. The nonςexecutive 
Directors do not receive pension entitlements from 
the Bank.

The Bank did not enter into transactions, 
arrangements and agreements involving Directors, 
senior management and their business associates, or 
close family members.

ϻΩллл 2018 2017

Short-term employee benefits 623 1,071

Compensation of key management personnel (includingexecutive directors) 623 1,071

Short-term employee benefits 724 645

Compensation of Directors 724 645

Aggregate emoluments and benefits 226 404

Highestpaid Director 226 404

36. Related party transactions

The Bank is a wholly owned subsidiary of BMCE 
International (Holdings) plc. The ultimate parent 
undertaking and ultimate parent company of the Bank 
is BanqueMarocainedu Commerce ExterieurS.A. 
(BMCE).

During the year there have been transactions 
between the Bank, its parent company, the ultimate 

parent company and other related parties. The Bank 
receives and provides a range of services from the 
parent and related parties, including loans and 
guarantees and various administrative services. 
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ϻΩллл - 2018 BMCE BOA ITIS ES Total

Interest charged 5,686 664 - - 6,350

Interest received 462 158 - - 619

Fees and commission paid 13 - - - 13

Fees and commission received 366 81 - - 447

Net trading income/(expense) 397 85 - 485 967

Otheroperating expenses paid 1018 - - - 1018

Amounts owed to 277,035 50,419 - 170 327,623

Amounts owed by 6,598 8,821 - - 15,419

Financial guarantees and commitments given 237 11,152 - - 11,389

Financial guarantees received 31,175 3,655 - - 34,830

ϻΩллл - 2017 BMCE BOA ITIS ES Total

Interest charged 4,292 94 - - 4,386

Interest received 670 (139) - - 531

Fees and commission paid 11 0 - - 11

Fees and commission received 608 128 - - 736

Net trading income/(expense) 6 2 - - 8

Otheroperating expenses paid 368 3,074 - 365 3,807

Amounts owed to 225,685 3,593 73 - 229,278

Amounts owed by 23,950 14,170 - - 38,120

Financial guarantees and commitments given 8,384 3,764 - - 12,148

Financial guarantees received 11,797 5,246 - - 17,043

BMCE = Banque Marocainedu Commerce ExterieurS.A 
and related subsidiaries
BOA = Bank of Africa Group (*)

(*) Companyownedand controlleddirectlyby Banque 
Marocaine du Commerce ExterieurS.A

IT IS  = IT Information Services (*)
ES = EuroservicesSA (*)

36. Related party transactions (continued)

The outstanding balances at the year end arose from 
the ordinary course of business and are unsecured.  
The interest, fees and commissions paid to or received 
from related parties are at normal commercial rates.  

In addition to entities within the scope of BMCE 
Group, key management personnel are also 
considered as related parties. Compensations are 
disclosed in note 35.
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37. Riskmanagement

A. Introduction

Effective risk management is an ongoingfundamental 
strategy for the Bank. Whilst it is in general a key 
capability for a successful financial services provider, risk 
ƳŀƴŀƎŜƳŜƴǘ ŀƭǎƻ Ǉƭŀȅǎ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǊƻƭŜ ƛƴ ǘƘŜ .ŀƴƪΩǎ 
current stage of development and is critical to the 
.ŀƴƪΩǎ ǘŀǊƎŜǘ ƻŦ ǊŜŀŎƘƛƴƎ ǇǊƻŦƛǘŀōƛƭƛǘȅΦ  ¢ƘŜ ƪŜȅ 
ŎƻƳǇƻƴŜƴǘǎ ƻŦ ǘƘŜ .ŀƴƪΩǎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ 
infrastructure are:

Å Governance; and

Å Risk management processes.

The main risks facing the Bank are:

Å Credit risk;

Å Liquidity risk;

Å Market risk; and

Å Operational risk.

B. Governance

The Board of Directors is responsible for the overall risk 
management approach and for approving the risk 
strategies. It is supported by a number of committees as 
follows: 

Å Risk Management Department (RMD) and Risk 
Committee: 

The RMD is organised along traditional risk 
functions: Market/Liquidity, Credit, and 
Operational risks. The RMD is responsible 
for implementing, measuring and 
maintaining risk related procedures to 
ensure that an independent control 
process is present. 

The Risk Committee assists the Board in 
monitoring the adequacy and effectiveness 
ƻŦ ǘƘŜ .ŀƴƪΩǎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǇƻƭƛŎƛŜǎ ŀƴŘ 
processes. The Credit Risk Committee 
approves all credit applications. 

Å Treasury Asset and Liability Committee (TALCO) -
TALCO is responsible for assisting the board and 
senior management in the oversight of risk policies, 
strategies and processes. The role of TALCO is to 
assist the Bank in fulfilling its responsibilities relating 
ǘƻ ǘƘŜ ƻǾŜǊǎƛƎƘǘ ƻŦ ǘƘŜ .ŀƴƪΩǎ ƳŀǊƪŜǘ Ǌƛǎƪ 
management policies, strategies and processes that 
have the potential to impact significantly on the 
.ŀƴƪΩǎ ŜŀǊƴƛƴƎǎ ǇŜǊŦƻǊƳŀƴŎŜ ŀƴŘ ŎŀǇƛǘŀƭΦ ¢![/hΩǎ 
responsibilities include management and review of:

ǘƘŜ .ŀƴƪΩǎ ŜȄǇƻǎǳǊŜ ǘƻ ƳŀǊƪŜǘ Ǌƛǎƪ ŀƴŘ ƛǘǎ 
hedging strategy;

ǘƘŜ .ŀƴƪΩǎ ƭƛǉǳƛŘƛǘȅΤ

the usage of capital including ensuring 
external regulatory requirements are met;

risk management processes;

other categories of risk linked to market 
risk (country risk, counterparty risk);

regulatory developments and their impact 
on the prices of marketable assets;

the valuation of market assets and the 
measurement of market risk; and

market risk limits.

Å Audit Committee:

The Audit Committee consists of independent non-
executive Directors (including the Chairman of the 
Audit Committee). The Audit Committee meets 
quarterly, or as frequently as is required to carry out 
ǇǊƻǇŜǊƭȅ ƛǘǎ ŦǳƴŎǘƛƻƴǎΦ  ¢ƘŜ !ǳŘƛǘ /ƻƳƳƛǘǘŜŜΩǎ 
responsibility is one of oversight and review. It does 
not provide expert advice nor exercise any executive 
ǊƻƭŜΦ  ¢ƘŜ !ǳŘƛǘ /ƻƳƳƛǘǘŜŜΩǎ ǊƻƭŜ ƛǎ ǘƻ ŀǎǎƛǎǘ ǘƘŜ .ƻŀǊŘ 
in monitoring:

the integrity of the financial statements of 
the Bank;

the adequacy and effectiveness of the 
systems of internal controls of the Bank;

the qualifications and independence of the 
Bank's external auditors and the 
performance of the Bank's internal and 
external auditors; and 

any other relevant issue.

C. Measuring and reporting systems

The monitoring and controlling of risk is primarily 
performed against limits established by the Bank. These 
ƭƛƳƛǘǎ ŀǊŜ ŜǎǘŀōƭƛǎƘŜŘ ǳǎƛƴƎ ŀƴ ŀǇǇǊƻǾŜŘ Ψ/ǊŜŘƛǘ tƻƭƛŎƛŜǎ 
ŀƴŘ tǊƻŎŜŘǳǊŜǎ aŀƴǳŀƭΩΣ ΨaŀǊƪŜǘ wƛǎƪ tƻƭƛŎƛŜǎ ŀƴŘ 
tǊƻŎŜŘǳǊŜǎ aŀƴǳŀƭΩ ŀƴŘ ΨhǇŜǊŀǘƛƻƴŀƭ wƛǎƪ tƻƭƛŎƛŜǎ ŀƴŘ 
tǊƻŎŜŘǳǊŜǎ aŀƴǳŀƭΩΦ !ŘŘƛǘƛƻƴŀƭƭȅΣ ŀ ǉǳŀƭƛǘŀǘƛǾŜ ŀƴŘ 
quantitative approach within this framework is used.  

¢ƘŜ .ŀƴƪΩǎ ǇƻƭƛŎȅ ƛǎ ǘƻ ƎŜƴŜǊŀǘŜ ǊŜǇƻǊǘǎ ƻƴ ŀ Řŀƛƭȅ ōŀǎƛǎ 
from information compiled from all business systems, 
then analysed to identify control risks appropriately and 
promptly. These reports include (but are not limited to) 
exposure reports (counterparty exposure, country 
exposure, sector exposure), excess reports and 
concentration risks across all counterparties, countries 
and industries.

D. Mitigation 

As part of its overall risk management strategy the Bank 
may use derivatives and other financial instruments to 
manage exposures to interest rates, foreign currencies, 
equity price risks, credit risks and to pre-hedge those 
expected from future transactions
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ϻΩллл - 2018 CIB TCM Total

Europe 36,756 111,284 148,040 

United Kingdom 43,790 33,271 77,061 

Africa 129,067 80,824 209,891 

Others 65,762 55,128 120,890 

Total 275,375 280,507 555,882 

38. Credit risk

Credit risk is one of the major risk areas for the Bank 
and is defined as the risk of loss from default by 
debtors (including bond issuers) or trading 
counterparties. 

All such risks taken by the Bank must have been 
approved at the appropriate levels, and must adhere 
to the policies and procedures contained within the 
Credit Risk Policy Manual. Monitoring credit risks on a 
day-to-day basis, and making sure that exposures are 
within approved limits, is key responsibility of the Risk 
Management Department.

The Bank has an established credit review process to 
provide a periodic assessment of the creditworthiness 
of counterparties. An internal credit risk classification 
system is used to assess and allocate a credit risk 
grade notwithstanding the external rating assigned.

A. Risk concentrations of the maximum exposure to 
credit risk

Risk concentrations arise when a number of 
counterparties are engaged in similar business 
activities or activities in the same geographic region or 
have similar economic features that would cause their 
ability to meet contractual obligations to be similarly 
affected by changes in economic, political or other 
conditions. 

Concentrations indicate the relative sensitivity of the 
.ŀƴƪΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ǘƻ ŘŜǾŜƭƻǇƳŜƴǘǎ ŀŦŦŜŎǘƛƴƎ ŀ 
particular industry or geographical location.

In order to avoid excessive concentrations of risk the 

.ŀƴƪΩǎ ǇƻƭƛŎƛŜǎ ŀƴŘ ǇǊƻŎŜŘǳǊŜǎ ƛƴŎƭǳŘŜ ǎǇŜŎƛŦƛŎ 
guidelines regarding the importance of portfolio 
diversification. Identified concentrations of credit risks 
are controlled and managed accordingly.  Selective 
hedging may be used within the Bank to manage risk 
concentrations at both the relationship and industry 
levels.

The Bank has country limits and sector limits set in 
place and monitored accordingly in order that the 
.ŀƴƪΩǎ ǇƻǊǘŦƻƭƛƻ ƛǎ ƳŀƛƴǘŀƛƴŜŘ ŀǘ ŀ ƭŜǾŜƭ ǘƘŀǘ ƛǎ 
appropriately diversified.

Concentrations of risks are managed by 
client/counterparty, by geographical region and by 
industry sector.

The maximum gross credit exposure to one 
counterparty, other than to related parties disclosed 
in note 36, by risk concentration as of 31 December 
2018 was £27,307k (2017: £23,662k).

B. Geographical analysis

The Bank's concentration of maximum exposure to 
credit risk, before taking into account any collateral 
held or other credit enhancements can be analysed by 
the following geographical regions: 
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ϻΩллл - 2017 CIB TCM Total

Europe 123,300 29,483 152,783

United Kingdom 34,452 5,360 39,812 

Africa 116,274 68,600 184,874 

Others 47,417 47,398 94,814 

Total 321,443 150,841 472,284 
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38. Credit risk (continued)

The generalcreditworthinessof a corporatecustomer
tends to be the most relevant indicatoror credit
qualityof a loanextended to it. However, collateral
providesadditionalsecurityand the Bank generally
requeststhat corporateborrowersprovideit. The 
Bank maytakecollateralin the form of floating
charges over all corporateassetsand other lines, 
credit insuranceand guarantees.

Becauseof the .ŀƴƪΩǎfocus on corporatecredit
worthiness, the Bank doesnot routinelyupdate the 
valuationof the collateralheldagainstall loansto 
corporatecustomers. Valuationof collateralis
updatedwhenthe credit riskof a loandeteriorates
significantlyand the loanismonitoredmore closely. 
For impairedloans, the Bank obtainsan appraisalof 
collateralbecausethe current value of the collateralis
an input to the impairment measurement.

C. Maximum exposure to credit risk without taking 
account of any collateral and other credit 
enhancements

The following table shows the maximum exposure to 
credit risk for the components of the statement of 
financial position, including derivatives. 

The maximum exposure is shown gross, before the 
effect of mitigation through the use of collateral 
agreements:

ϻΩллл 2018 2017

Cash and balances with central banks 17,698 17,489 

Due from banks 157,397 120,104 

Derivative financial instruments 231 1,140 

Loans and advances to customers 211,596 207,964 

Financial investment - FVOCI 113,678 N/A

Financial investment - AFS N/A 117,555 

Financial investment ςAmort. cost 48,545 N/A

Other assets 6,737 8,032 

Total 555,882 472,284 

Contingent liabilities 86,235 50,812 

Commitments 10,924 8,342 

Total 97,159 59,154 

Contingent liabilitiesand commitments 653,041 531,438 
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ϻΩллл

2018
Gross 

maximum 
exposure

2018
Net 

maximum 
exposure

2017
Gross 

maximum 
exposure

2017
Net 

maximum 
exposure

A - Agriculture, forestry and fishing 986 685 - -

B- Mining and quarrying 10,663 10,663 344 344

C ςManufacturing 17,590 8,773 11,861 11,861

D- Electricity, gas, steam and air supply 9,175 843 9,782 -

FςConstruction 8,696 8,696 9,150 9,150

G- Wholesale and retail trade 36,065 22,040 56,194 38,764

H-Transport and storage 19,151 10,879 10,442 1,575

J- Information and communication 22,652 14,125 22,018 14,038

K- Financial and insurance activities 409,020 349,488 318,344 275,348

L- Real estate activities 56 56 1,650 -

M - Professional, scientific and technical activities 362 - 5,600 4,947

O- Public administration and defence, compulsory 
social security 100,687 44,170 84,694 40,325

Q- Human health services and social work activities 15 15 - -

S- Other services 17,923 17,893 1,359 1,359

Total 653,041 488,326 531,438 397,711

38. Credit risk (continued)

An industry sector analysis of the Bank's financial 
assets, before and after taking into account  collateral 
held or other credit enhancements, is as follows:
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D. Carrying amount per class of financial assets 
whose terms have been renegotiated

No loanshave been restructuredin 2018. In 2017, one 
loanwasrestructuredwith the carryingamountof 
£14,506k.

E. Credit quality per class of financial assets
The credit quality of financial assets is managed by the 
Bank using internal credit ratings. Credit Risk Grades 
(CRG) generally apply to clients, but can also be 
applied to specific transactions where considered 
appropriate. All facilities are considered to have the 
CRG of the client unless specifically stated otherwise.  
The latter will occur only where the transactions are 
considered to have a credit risk different to the legal 
entity concerned, an example being where some 
facilities or transactions are guaranteed by a stronger 
entity, or where the source of repayment is from a 
stronger entity in a ring-fenced structured finance 
transaction.
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E. Credit quality per class of financial assets

The following table shows the credit quality by class 
of asset for loan-related balance sheet lines, based on 
the Bank's credit rating system, using the industry 
standard credit rating agency definition of investment 

ƎǊŀŘŜΣ ŜΦƎΦ aƻƻŘȅΩǎ LƴǾŜǎǘƻǊǎ {ŜǊǾƛŎŜ .ŀŀо ƻǊ ōŜǘǘŜǊΣ 
Fitch Ratings BBB- or better:

ϻΩллл - 2018
Investment

grade
Non investment

grade
Impaired Total

Due from banks 45,685 112,016 (304) 157,397

Derivative financial instruments 224 7 - 231

Loans and advances to  customers 20 215,907 (4,331) 211,596

Financial instruments ςFVOCI 81,894 31,874 (90) 113,678

Financial instruments ςamortised cost 19,206 29,540 (201) 48,545

Total 147,029 389,344 (4,929) 531,444

ϻΩллл - 2017
Investment

grade
Non investment

grade
Impaired Total

Due from banks 44,192 75,912 - 120,104

Derivative financial instruments 225 915 - 1,140

Loans and advances to  customers - 189,146 18,818 207,964

Financial instruments ςavailable for sale 87,583 29,972 - 117,555

Financial instruments ςheld to maturity - - - -

Total 132,000 287,793 26,970 446,763
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38. Credit risk (continued)

Credit quality about financial investments (FI).
2018: FI at fair value through other comprehensive 
income and FI at amortised cost.

2017: FI on available for sale.

ϻΩллл 2018 2017

Rated AAA 50,326 45,658 

Rated BBB+ to BBB- - -

Rated BB+ and Below 40,631 7,646 

Government Bonds and Treasury Bills 90,958 53,303 

Rated A- 11,704 11,478 

Rated BBB+ to BBB- 31,597 19,045 

Rated BB+ and Below 27,964 33,728 

Financial Institution Bonds 71,266 64,251

Total 162,223 117,555 
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38. Credit risk (continued) 

F. Credit risk ratings ςIFRS 9 expected loss model

The Bank uses credit risk grades as a primary input 
into the determination of the term structure of the PD 
for exposures. The Bank collects performance and 
default information about its credit risk exposures 
analysed by jurisdiction or region and by type of 
product and borrower as well as by credit risk grading. 
The information used is both internal and external 
depending on the portfolio assessed. The table below 
ǇǊƻǾƛŘŜǎ ǘƘŜ .ŀƴƪΩǎ ŎǊŜŘƛǘ Ǌƛǎƪ ƎǊŀŘŜǎ ǘƻ ŜȄǘŜǊƴŀƭ 
rating.
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2018 Grade Meaning PD range

AAA Investment Excellent 0 - 0.004

AA+ to AA- Investment Excellent to strong 0.004 - 0.027

A+ to A- Investment Strongto good 0.027 - 0.094

BBB+ to BBB- Investment Good to satisfactory 0.094 - 0.294

BB+ to BB- Noninvestment Satisfactoryto acceptablehigherrisk 0.294 - 1.209

B+ to B- Noninvestment Acceptablehigherriskto marginal 1.209 - 8.48

CCC+ Unsatisfactory Unsatisfactory 8.48 - 15.713

CCC Unsatisfactory Substandard 15.713 - 29.117

CCC- Unsatisfactory Doubtful or bad 29.117 - 53.959

BelowCCC- Unsatisfactory Loss / Liquidation Insolvency

2018 EAD (ϻΩлллύ AveragePD AverageLGD

AAA 50,481 - 39.007 

AA+ to AA- 56,649 0.000 29.114 

A+ to A- 123,398 0.003 26.542 

BBB+ to BBB- 66,712 0.031 24.957 

BB+ to BB- 51,510 0.100 27.762 

B+ to B- 235,924 2.102 37.795 

BelowCCC- 4,227 100.000 66.667 
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38. Credit risk (continued) 

G. Forward looking information ςIFRS 9 expected 
loss model

The Bank uses forward-looking information that is 
available without undue cost or effort in its 
assessment of significant increase of credit risk as well 
as in its measurement of ECL. The Banks uses external 
credit rating firm which use external and internal 
ƛƴŦƻǊƳŀǘƛƻƴ ǘƻ ƎŜƴŜǊŀǘŜ ŀ ΨōŀǎŜ ŎŀǎŜΩ ǎŎŜƴŀǊƛƻ ƻŦ  
future forecast of relevant economic variables along 
with a  representative range of other possible forecast 

scenarios.

The table below summarises the principal 
macroeconomic indicators included in the economic 
scenarios used at 31 December 2018 for the years 
2019 to 2023, for countries Nigeria, Chad, Congo, 
UAE, France  which are the countries where the Bank 
operates and therefore are the countries that have 
material impacts in ECLs.
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2019 2020 2021 2022 2023

GDP Growth

Base scenario 2.4% 2.9% 2.9% 2.3% 2.8%

Range of upside scenarios 2.2% 2.5% 3.0% 2.4% 2.9%

Range of downside scenarios 2.0% 2.8% 2.4% 2.4% 2.9%

Change in unemployment

Base scenario -1.1% 0.8% 0.9% -1.0% -0.4%

Range of upside scenarios -0.7% 0.1% 0.0% -0.2% -0.2%

Range of downside scenarios -0.1% -0.1% 0.3% 0.1% 0.1%

Change in equity Index

Base scenario -12.3% - - - -

Range of upside scenarios -12.3% - - - -

Range of downside scenarios -12.3% - - - -

Change in energy Index

Base scenario 4.1% 4.2% 1.5% 1.7% 1.7%

Range of upside scenarios 4.1% 4.2% 1.5% 1.7% 1.7%

Range of downside scenarios 4.1% 4.2% 1.5% 1.7% 1.7%

Change in nonenergy Index

Base scenario 0.6% 0.8% 1.3% 1.3% 1.3%

Range of upside scenarios 0.6% 0.8% 1.3% 1.3% 1.3%

Range of downside scenarios 0.6% 0.8% 1.3% 1.3% 1.3%

Change in the Proportion of 
Downgrades

Base scenario 18.1% - - - -

Range of upside scenarios 18.1% - - - -

Range of downside scenarios 18.1% - - - -
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38. Credit risk (continued) 

H. Measurement of ECL

The key inputs used for measuring ECL are:

Å probability of default (PD);

Å loss given default (LGD); and

Å exposure at default (EAD).

PD is an estimate of the likelihood of default over a 
given time horizon. It is estimated as at a point in 
time. The calculation is based on statistical rating 
models, and assessed using rating tools tailored to the 
various categories of counterparties and exposures.

These statistical models are based on market data 
(where available), as well as internal data comprising 
both quantitative and qualitative factors. PDs are 
estimated considering the contractual maturities of 
exposures and estimated prepayment rates. The 
estimation is based on current conditions, adjusted to 
take into account estimates of future conditions that 
will impact PD.

LGD is an estimate of the loss arising on default. It is 
based on the difference between the contractual cash 
flows due and those that the lender would expect to 
receive, taking into account cash flows from any 
collateral. The LGD models for secured assets consider 
forecasts of future collateral valuation. LGD models 
for unsecured assets consider time of recovery, 
recovery rates and seniority of claims. The calculation 
is on a discounted cash flow basis, where the cash 
flows are discounted by the original EIR of the loan.

EAD is an estimate of the exposure at a future default 
date, taking into account expected changes in the 
exposure after the reporting date, including 
repayments of principal and interest, and expected 
ŘǊŀǿŘƻǿƴǎ ƻƴ ŎƻƳƳƛǘǘŜŘ ŦŀŎƛƭƛǘƛŜǎΦ ¢ƘŜ .ŀƴƪΩǎ 
modelling approach for EAD reflects expected 
changes in the balance outstanding over the lifetime 
of the loan exposure that are permitted by the 
current contractual terms, such as amortisation 
profiles, early repayment or overpayment, changes in 
utilisation of undrawn commitments and credit 
mitigation actions taken before default.

The Bank measures ECL considering the risk of default 
over the maximum contractual period (including 
extension options) over which the entity is exposed to 
credit risk and not a longer period, even if contact 
extension or renewal is common business practice. 
However, for financial instruments such as overdraft 
facilities that include both a loan and an undrawn 
ŎƻƳƳƛǘƳŜƴǘ ŎƻƳǇƻƴŜƴǘΣ ǘƘŜ .ŀƴƪΩǎ ŎƻƴǘǊŀŎǘǳŀƭ 
ability to demand repayment and cancel the undrawn 
ŎƻƳƳƛǘƳŜƴǘ ŘƻŜǎ ƴƻǘ ƭƛƳƛǘ ǘƘŜ .ŀƴƪΩǎ ŜȄǇƻǎǳǊŜ ǘƻ 
credit losses to the contractual notice period.

For such financial instruments the Bank measures ECL 
over the period that it is exposed to credit risk and 
ECL could be mitigated by credit risk management 
action.

The ECL calculation for accounting purposes is 
different to the ECL calculation for regulatory 
purposes, although many inputs used are similar. The 
Bank has ensured that the appropriate methodology 
is used when calculating ECL for both accounting and 
regulatory purposes.

The measurement of ECL is based on probability 
weighted average credit loss and it is measured on an 
individual basis. The Bank does not apply collective 
basis measurement of ECL.
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38. Credit risk (continued) 

I. Credit quality ςIFRS 9 expected loss model

The Bank monitors credit risk per class of financial 
instrument. The table below outlines the classes 
identified, as well as the financial statement line item 
and the note that provides an analysis of the items 
included in the financial statement line for each class 
of financial instrument.

!ƴ ŀƴŀƭȅǎƛǎ ƻŦ ǘƘŜ .ŀƴƪΩǎ ŎǊŜŘƛǘ Ǌƛǎƪ ŎƻƴŎŜƴǘǊŀǘƛƻƴǎ ǇŜǊ 
class of financial asset is provided in the following 
tables. The amounts in the table represent net 
carrying amounts.
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ϻΩллл 2018

Concentration per sector

K - Financial and insurance activities 17,698

Total 17,698

Concentration by region

Europe 17,698

Total 17,698

Cash and cash equivalentwith central banks

ϻΩллл 2018

Concentration per sector

K - Financial and insurance activities 157,397

Total 157,397

Concentration by region

Europe 46,693 

United Kingdom 48,459 

Africa 42,921 

Others 19,325 

Total 157,397

Due from banks
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38. Credit risk (continued) 

I. Credit quality ςIFRS 9 expected loss model
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ϻΩллл 2018

Concentration per sector

B - Mining and quarrying 21

C ςManufacturing 9,908 

D - Electricity, gas, steam and air conditioning supply 9,334 

F ςConstruction 8,828 

G - Wholesale and retail trade 52,935 

H - Transport and storage 14,027 

J - Information and communication 20,659 

K - Financial and insurance activities 22,939 

L - Real estate activities 63 

O - Public administration and defence, compulsory social security 72,881 

Total 211,596

Concentration by region

Europe 38,365

United Kingdom 23,033 

Africa 120,158 

Others 30,040 

Total 211,596

Loansand advancesto customers
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38. Credit risk (continued) 

I. Credit quality ςIFRS 9 expected loss model
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ϻΩллл 2018

Concentration per sector

K - Financial and insurance activities 105,843 

O - Public administration and defence, compulsory social security 7,836 

Total 113,678

Concentration by region

Europe 15,597 

Africa 47,110 

Others 50,971 

Total 113,678

Financial investments ςFair value through other comprehensive income

ϻΩллл 2018

Concentration per sector

B - Mining and quarrying 7,802 

K - Financial and insurance activities 7,947 

O - Public administration and defence, compulsory social security 14,871 

Other 17,925 

Total 48,545

Concentration by region

Europe 7,802 

Africa 36,812 

Others 3,931 

Total 48,545

Financial investments ςAmortised cost
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38. Credit risk (continued) 

I. Credit quality ςIFRS 9 expected loss model

.Ŝƭƻǿ ŀƴ ŀƴŀƭȅǎƛǎ ƻŦ ǘƘŜ .ŀƴƪΩǎ ŎǊŜŘƛǘ Ǌƛǎƪ ŜȄǇƻǎǳǊŜ 
ǇŜǊ Ŏƭŀǎǎ ƻŦ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘΣ ƛƴǘŜǊƴŀƭ ǊŀǘƛƴƎ ŀƴŘ άǎǘŀƎŜέ 
without taking into account the effects of any 
collateral or other credit enhancements is provided in 
the following tables. Unless specifically indicated, for 
financial assets, the amounts in the table represent 
gross carrying amounts.
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ϻΩллл Stage 1 Stage 2 Stage 3 Total

AAA to A- 33,472 - - 33,472 

BBB+ to B- 124,228 - - 124,228 

Total gross carrying amount 157,701 - - 157,701

Loss allowance (304) (304)

Carrying amount as at 31 December 2018 157,397 - - 157,397

Due from banks

ϻΩллл Stage 1 Stage 2 Stage 3 Total

AAA to A- 172,486 37,903 - 210,389 

BBB+ to B- - - 5,538 5,538 

Impaired 172,486 37,903 - 210,389 

Total gross carrying amount 172,486 37,903 5,538 215,927 

Loss allowance (503) (1,475) (2,353) (4,331)

Carrying amount as at 31 December 2018 171,983 36,428 3,185 211,596 

Loansand advancesto customers
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38. Credit risk (continued) 

I. Credit quality ςIFRS 9 expected loss model
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ϻΩллл Stage 1 Stage 2 Stage 3 Total

Lossallowance as at 1 January 2018 (382) - - (382)

Movement with P&L impact 

New financial  asset  originatedor 
purchased

(69) - - (69)

Changesin PDs/LGDs/EADs 147 - - 147

Lossallowance as at 31 December 2018 (304) - - (304)

Due from banks

J. Loss allowances ςIFRS 9 expected loss model

The tables below analyse the movement of the loss 
allowance during the year per class of assets.

ϻΩллл Stage 1 Stage 2 Stage 3 Total

AAA to A- 62,031 - - 62,031 

BBB+ to B- 51,280 458 - 51,738 

Total gross carrying amount 113,311 458 - 113,769 

Loss allowance (85) (5) - (90)

Carrying amount as at 31 December 2018 113,226 453 - 113,678 

Financial investments ςfair value through other comprehensive income

ϻΩллл Stage 1 Stage 2 Stage 3 Total

BBB+ to B- 48,746 - 48,746 

Total gross carrying amount 48,746 - - 48,746 

Loss allowance (201) - - (201)

Carrying amount as at 31 December 2018 48,545 - - 48,545 

Financial investments ςamortised cost
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38. Credit risk (continued) 

J. Loss allowances ςIFRS 9 expected loss model
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ϻΩллл Stage 1 Stage 2 Stage 3 Total

Lossallowance as at 1 January 2018 (199) - - (199)

Movement with P&L impact 

Transfers:

Transfer from Stage 1to Stage 2 (5) - (5)

Changesin PDs/LGDs/EADs 114 - - 114

Lossallowance as at 31 December 2018 (85) (5) - (90)

Financial investments ςfair value through other comprehensive income

ϻΩллл Stage 1 Stage 2 Stage 3 Total

Lossallowance as at 1 January 2018 - - - -

Movementwith P&L impact 

New financial  asset  originatedor 
purchased

(201) - - (201)

Lossallowance as at 31 December 2018 (201) - - (201)

Financial investments ςamortised cost

ϻΩллл Stage 1 Stage 2 Stage 3 Total

Lossallowance as at 1 January 2018 (455) (1,518) (2,253) (4,226)

Movement with P&L impact 

Transfers:

Transfer from Stage 1to Stage 2 - (30) - (30)

New financial  asset  originatedor 
purchased

(173) - - (173)

Changesin PDs/LGDs/EADs 113 73 (94) 86

Changes to modelassumptionsand 
methodologies

FX andother movements 7 7

Lossallowance as at 31 December 2018 (516) (1,475) (2,340) (4,331)

Loans and advances to customers



Page 75

38. Credit risk (continued) 

J. Loss allowances ςIAS 39 incurred loss model
The table below sets out a reconciliation of changes in

impairment loss allowance under IAS 39.

The table belowsets out a reconciliationof changes in 
the carryingamountof impairedloansand advances
to customersin 2017 followingthe IAS 39 standards.

K. Collateral held as security and other credit 
enhancements

The Group holds collateral or other credit 
enhancements to mitigate credit risk associated with 
financial assets. The main types of collateral and the 
types of assets these are cash collateral, insurances, 
guarantees and tangible assets independently valued. 
Collaterals relate to instruments that are measured at 
amortised cost.
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ϻΩллл 2017

As at 1 January ςGross amount 5,250

Impaired in year 17,246

Reclassified to performing -

Loan Recovery (671)

Exchange rate movement 16

As at 31 December ςGross amount 21,840

As at 31 December ςImpairment 3,023

As at 31 December ςCarrying amount 18,818

ϻΩллл 2017

As at 1 January 1,581

Provision charge 1,763

Loan Recovery (253)

Exchange rate movement (68)

As at 31 December 3,023
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ϻΩллл
2018

Carrying
amount

2017
Carrying
amount

Balances with central banks 17,698 17,489 

Unencumbered debt securities issued by sovereigns 50,326 45,658 

Total 68,024 63,147 

39. Liquidity risk

Liquidity risk is the risk that the Bank may encounter 
difficulty in meeting obligations associated with 
financial liabilities when they fall due under normal 
and stressed conditions.  

The Bank has obtained funding, with appropriate 
maturities, from its ultimate parent in order to meet 
its liquidity needs.

In stressed situations, the Bank will utilise funding 
arrangements under market repurchase agreements 
and deposits from the parent Company. This funding 
will be provided on an arms-length basis. The 
liquidity position is assessed and managed under a 
variety of scenarios. The most important of these is 
to maintain limits on the ratio of net liquid assets to 
customer liabilities, set to reflect market conditions.  

The liquidity reserves consist of cash with central 
banks and any other high quality liquid assets 
securities being sold immediately. The Bank focuses 
on exposures due to mature within the next month.  
However the Bank also monitors all assets and 
liabilities over their contractual maturities.

A. Liquidity reserves

The table below shows the liquidity reserves:
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39. Liquidity risk (continued)

B. Maturity profile

The table below summarises the maturity profile of 
ǘƘŜ .ŀƴƪΩǎ ŀǎǎŜǘǎ ŀƴŘ ƭƛŀōƛƭƛǘƛŜǎ ŀǘ ом 5ŜŎŜƳōŜǊ нлму 
based on contractual discounted repayment 
obligations. 

ϻΩллл - 2018
Less

than 1 
month

1 to 3 
months

Over 3 
to 12 

months

1 to 5 
years

Over 5 
years

Total

Assets

Balances with central banks 17,698 - - - - 17,698

Due from banks 85,660 32,665 30,751 8,321 - 157,397

Derivative financial instrument 231 - - - - 231

Loans and advances to customers 31,405 23,220 25,828 115,213 15,930 211,596

Financial Investments FVOCI 120 226 43,279 70,054 - 113,678

Financial Investments  AC 189 151 342 17,571 30,291 48,545

Property and equipment - - - - 426 426

Goodwill and other intangible 
assets - - - - 12,115 12,115

Deferred tax assets - - - 3,320 3,320 6,640

Other assets 6,737 - - - - 6,737

Total Assets 142,040 56,262 100,200 214,479 62,082 575,063

Liabilities

Due to banks 101,163 43,105 - 223,363 - 367,631

Derivative financial instrument - - - - - -

Due to customers 106,504 376 2,351 - - 109,231

Subordinated debt - 382 - - 15,912 16,294

Other liabilities 6,453 - - - - 6,453

Total Liabilities 214,120 43,863 2,351 223,363 15,912 499,609
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39. Liquidity risk (continued)

The table below summarises the maturity profile of 
ǘƘŜ .ŀƴƪΩǎ ŀǎǎŜǘǎ ŀƴŘ ƭƛŀōƛƭƛǘƛŜǎ ŀǘ ом 5ŜŎŜƳōŜǊ нлмт 
based on contractual discounted repayment financial 
obligations. 

ϻΩллл ς2017 Restated
Less

than 1 
month

1 to 3 
months

Over 3 
to 12 

months

1 to 5 
years

Over 5 
years

Total

Assets

Balances with central banks 17,489 - - - - 17,489

Due from banks 66,192 4,556 36,692 12,664 120,104

Derivative financial instrument 1,011 129 - - - 1,140

Loans and advances to customers 11,996 40,951 39,065 97,333 18,619 207,964

Financial Investments AFS 74 7,573 24,398 85,510 - 117,555

Financial Investments  HTM - - - - - -

Property and equipment - - - - 333 333

Goodwill and other intangible 
assets - - - - 11,371 11,371

Deferred tax assets - - - 3,281 3,280 6,561

Other assets 8,030 - - - - 8,030

Total Assets 104,792 53,209 100,155 198,788 33,603 490,547

Liabilities

Due to banks 73,513 - - 206,226 - 279,739 

Derivative financial instrument 74 - - - - 74 

Due to customers 97,655 3,817 10,877 - - 112,349 

Subordinated debt - 377 - - 15,695 16,072 

Other liabilities 5,879 - - - - 5,879

Total Liabilities 177,121 4,194 10,877 206,226 15,695 414,113 
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39. Liquidity risk (continued)

The table below summarises the split of the 
statement of the financial position between current 
and non-current assets and liabilities: 

ϻΩллл
2018

Less than 
1 year

2018
More than

1 year

2017
Less than 

1 year

2017
More than

1 year

Assets

Cash and balances with central banks 17,698 - 17,489 -

Due from banks 149,077 8,321 107,440 12,664

Derivative financial instruments 231 - 1,140 -

Loans and advances to customers 80,453 131,143 92,012 115,952

Financial investments - available for sale 43,624 70,055 32,045 85,510

Financial investments - held to maturity 682 47,862 - -

Property and equipment - 426 - 333

Goodwill and other intangible assets - 12,115 - 11,371

Deferred tax assets 664 5,976 656 5,905

Other assets 6,737 - 8,032 -

Total assets 299,166 275,898 258,814 231,735

Liabilities

Due to banks 134,871 223,363 73,513 206,226 

Derivative financial instruments - - 74 -

Due to customers 118,629 112,349 -

Other liabilities 6,441 11 5,879 -

Subordinated debt 382 15,912 377 15,695 

Total liabilities 260,323 239,286 192,192 221,921 

The above analysis shows the Bank has treated all 
demand customer deposits as repayable immediately, 
however long term business relationships means that 
this is not the case in practice. The Bank has adequate 
arrangements to meet its liquidity requirements.  

The majority of the inter bank funding is comprised of 
a series of term deposits from the ultimate parent 
Company with staggered maturities. 
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40. Market risk

Market risk is defined as the risk of losses on financial 
instruments arising from changes in market factors.  
The  Bank is currently exposed to changes in interest 
rate risk , foreign exchange rate risk and price risk.  

Market risk may be propagated by other forms of 
financial risk such as credit and market liquidity risks, 
prices potentially moving adversely for a number of 
reasons, including credit downgrading of securities 
held, general negative economic factors, and reduced 
liquidity.  The key specific types of market risk 
relevant to the Bank are:

Å Interest rate risk;

Å Foreign exchange risk; and

Å Price risk on investments in debt securities.

¢ƘŜ .ŀƴƪΩǎ ŎƻƴǘǊƻƭ ŦǊŀƳŜǿƻǊƪ Ƙŀǎ ōŜŜƴ ŘŜǎƛƎƴŜŘ 
using a risk-based approach i.e. to address the 
business risks which have been identified as being the 
most relevant to the Bank as a result of the type of 
business undertaken and according to the way its 
operations have been organised. 

The other specific market type risks are managed and 
have the following potential financial impacts as 
follows:

A. Interest rate risk

Å Banking book: Interest rate risk is the risk to 
earnings or capital arising from movement of 
interest rates.  It arises from differences between 
the timing of rate changes and the timing of cash 
flows (re-pricing risk); from changing rate 
relationships among yield curves that affect Bank 
activities (basis risk); from changing rate 
relationships across the spectrum of maturities 
(yield curve risk); and, from interest-rate-related 
options embedded in Bank products (option risk).  
The evaluation of interest rate risk must consider 
the impact of complex, illiquid, hedging strategies 
or products, and also the potential impact on fee 
income that is sensitive to changes in interest 
rates.

Å Trading book: The current low level of the trading 
book means there is no significant interest rate 
risk at this time.

The total sensitivity of all assets and liabilities held has 
been calculated as follows:

ϻΩллл - Gain / (Loss) in profitor loss 2018 2017

Parallel shift in interest rates -2% (5,277) 1,000

Parallel shift in interest rates +2% 5,899 (1,186)
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40. Market risk (continued)

B. Foreign exchange risk

Foreign exchange risk is the risk that the value of a 
financial instrument denominated in foreign currency 
will fluctuate in domestic currency terms due to 
changes in exchange rates.

¢ƘŜ ōŀƴƪ ǇƻƭƛŎȅΩǎ ƛǎ ǘƻ ƳƻƴƛǘƻǊ ƳŀǊƪŜǘ ŜȄǇƻǎǳǊŜǎ ōȅ 
the risk team on a  daily basis.

ϻΩллл - 2017 USD EUR
Other

Currencies

Net foreign currency exposures 4,262 (1,539) 1,522

Impactof 5% increase in foreign currency : GBP rate (213) 77 (76)

Impactof 5% decreasein foreigncurrency: GBP rate 213 (77) 76

ϻΩллл - 2018 USD EUR
Other

Currencies

Net foreign currency exposures 6,094 (2,545) 395

Impactof 5% increase in foreign currency : GBP rate (305) 127 (20)

Impactof 5% decreasein foreigncurrency: GBP rate 305 (127) 20

C. Price risk on investments in debt securities

The Bank holds investments in debt securities, which 
in accordance with International Financial Reporting 
Standards are marked to market through other 
reserves. The unrealised gains and losses on these 
bonds are monitored by the Treasury and Capital 
Markets traders and reported to the TALCO 
committee which makes decisions on whether or not 
to dispose of these assets. The policy is to hold assets 
with a maximum residual maturity of 7 years and only 
in markets where the Bank has experience in order to 
minimise risk. A 1% price reduction would result in a 
loss of approximately £-1,131k. Similarly a 1% price 
rise would result in a gain of approximately £1,131k.

40. Operational risk

Operational risk is the risk of loss arising from systems 
failure, human error, fraud or external events. When 
controls fail to perform, operational risks can cause 
damage to reputation, have legal or regulatory 
implications, or lead to financial loss. The Bank cannot 
expect to eliminate all operational risks but it 
endeavorsto manage these risks through its control 
framework and by monitoring and responding to 
potential risks.  Controls include effective segregation 
of duties, access, authorisation and reconciliation 
procedures, staff education and assessment 
processes.
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ϻΩллл - 2018 Level1 Level2 Level3
Total fair
values

Assets

Cashand balances with centralbanks - 17,698 - 17,698

Amortised cost

Due from banks - 72,882 84,515 157,397

Loans and advances to customers - - 211,596 211,596

Fairvalue through profit & Loss

Derivativefinancial instrument - 231 - 231

Fair value through Other Comprehensive Income

Investment securities - FVOCI 113,678 - - 113,678

Amortised cost

Investment securities ςAmort. Cost 48,545 - - 48,545

Liabilities

Amortised cost

Deposits from banks - 79,707 287,924 367,631

Deposits from customers - - 109,231 109,231

Subordinated liabilities - - 16,294 16,294

Fairvalue through profit & Loss

Derivativefinancial instrument - - - -

41. Fair Value

A. Fair Value Hierarchy

The fair value for financial instruments traded in active 
markets at the reporting date is based on their quoted 
market price or dealer price quotations (bid price for 
long positions and offer price for short positions), 
without any deduction for transaction costs.

For all other financial instruments not listed in an 
active market, the fair value is determined by using 
appropriate valuation techniques. Valuation 
techniques include net present value, comparison to 
similar instruments for which market observable 
prices exist and other relevant valuation models.

Derivatives are measured at Level 2, where the fair 
value is determined by applicable market forward 
rates.

The Bank uses the following hierarchy for determining 
and disclosing the fair value of financial instruments 
by valuation technique:

Å Level 1: inputs that are quoted market prices 
(unadjusted) in active markets for identical 
instruments.

Å Level 2: inputs other than quoted prices included 
within Level 1 that are observable directly (i.e. as 
prices) or indirectly (i.e. derived from prices). This 
category includes instruments valued using: 
quoted market prices in active markets for similar 
instruments; quoted prices for identical or similar 
instruments in markets considered less than active; 
or other valuation techniques in which all 
significant inputs are directly or indirectly 
observable from market data.

Å Level3: inputs that are unobservable. This 
category includes all instruments  for which 
valuation technique includes inputs not based on 
observable data and the unobservable inputs have 
significant effect on the instruments valuation.

The accounting policy for determining fair values is 
ŘŜǘŀƛƭŜŘ ƻƴ ǇŀƎŜ ом ǳƴŘŜǊ ά5ŜǘŜǊƳƛƴŀǘƛƻƴ ƻŦ ŦŀƛǊ 
ǾŀƭǳŜǎέΦ

No transferof financialinstruments  between
categoriesoccurred duringthe year2018.

N
o

te
s
 to

 th
e

 fin
a

n
c
ia

l sta
te

m
e

n
ts



Page 83

ϻΩллл - 2017 Level1 Level2 Level3
Total fair
values

Assets

Cashand balances with centralbanks 17,489 - - 17,489

Amortised cost

Due from banks - 65,449 54,655 120,104

Loans and advances to customers - - 207,964 207,964

Fairvalue through profit & Loss

Derivativefinancial instrument - 1,140 - 1,140

Available-for-sale

Available for sale investment securities 117,555 - - 117,555

Held-to-maturity

Held to maturity investment securities - - - -

Liabilities

Amortised cost

Deposits from banks - 243,119 36,620 279,739

Deposits from customers - - 112,349 112,349

Subordinated liabilities - - 16,072 16,072

Fairvalue through profit & Loss

41. Fair Value (continued)
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ϻΩллл - 2018
Fairvalue of 

assets

Fairvalue 
of 

liabilities

Notional
amount

Forward foreign exchange 8 - 16,529

Foreign exchange swaps 223 - 73,889

Derivatives held for trading 231 - 90,418

ϻΩллл - 2017
Fairvalue of 

assets

Fairvalue 
of 

liabilities

Notional
amount

Forward foreign exchange 1,117 56 19,289

Foreign exchange swaps 23 19 95,775

Derivatives held for trading 1,140 74 115,064

41. Fair Value (continued)

Derivative financial instruments and investment in 
debt securities at fair value. All other financial assets 
and financial liabilities are held at historic or 
amortised cost.

In the opinion of management the value of these 
assets in the financial statements represents their fair 
value.

Assumptionsand inputs usedin valuationtechniques 
includerisk-free and benchmark interest rates, 
discount rate, bond and equityprices.

Valuationtechniques includenet presentvalue and 
discountedcash flow models, comparisonwith similar
instruments for whichobservable marketpriceexist
and other valuation models. 

The objective of the valuationtechniques is to arrive 
at a fair value measurementthat reflectsthe price
that wouldbe receivedto sellthe assetor paidto 
transferthe liability in an orderlytransaction between
marketparticipants at the measurementdate.

Whereavailable, the fair value of loansand advances
isbasedon observable market transactions. Where
markettransactions are not available, fair value is
basedreasonableapproximation of marketvalues. For 
collateral-dependentimpairedloans, the fair value is
measuredbasedon the value of underlyingcollateral.

The carryingamountof depositstakenfrom financial
institutions and non-bankcustomersare basedon 
reasonableapproximation of marketvalue.

B. Derivative financial instruments

The table below shows the fair values of derivative 
financial instruments, together with their notional 
amounts.  The notional amount, recorded gross, is the 
ŀƳƻǳƴǘ ƻŦ ŀ ŘŜǊƛǾŀǘƛǾŜΩǎ ǳƴŘŜǊƭȅƛƴƎ ŀǎǎŜǘΣ ǊŜŦŜǊŜƴŎŜ 
rate or index and is the basis upon which changes in 
the value of derivatives are measured.  The notional 
amounts indicate the volume of transactions 
outstanding at the reporting date and are indicative of 
neither the market risk nor the credit risk.

For the valuation techniques used, please see above.
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42. Capital management

A. Definition

¢ƘŜ .ŀƴƪΩǎ ǊŜƎǳƭŀǘƻǊȅ ŎŀǇƛǘŀƭ Ŏƻƴǎƛǎǘǎ ƻŦ ǘƘŜ ǎǳƳ ƻŦ 
the following elements:

Å Tier 1 capital (all qualifies as Common Equity Tier 1 
(CET1) capital) - it includes ordinary share capital, 
retained earnings, reserves and  other 
comprehensive income (OCI) after adjustment for 
deductions for goodwill and other regulatory 
adjustments relating to items that are included in 
equity but are treated differently for capital 
adequacy purposes.

Å Tier 2 capital - it includes qualifying subordinated 
liabilities.

B. Approach

The .ŀƴƪΩǎpolicyis to maintaina sufficientcapital 
base to maintainstakeholdersΩ ŎƻƴŦƛŘŜƴŎŜ ŀƴŘ ǘƻ 
sustainthe future developmentof the business. The 
impact of the levelof the capital on shareholdersΩ 
return isalsoconsideredand the Bank recognisesthe 
needto maintaina balance betweenthe higher
returnsthat might bepossible with greatergearing
and the advantagesand securityaffordedby a sound
capital position.

C. Regulatorycapital

The Bank and its individuallyregulatedoperations
have not reportedanybreacheson externally
imposed regulatorycapital  requirementsduringthe 
yearand have been in compliance with the regulatory
capital requirementsthroughoutthe year..

D. Monitoring

Management uses regulatorycapital ratios to monitor 
its capital base. The allocation of capital between
specificoperationand activitiesis, to a large extent, 
drivenby optimisation of the return achievedand the 
capital allocated. The amountof capital allocated to 
eachoperationor activity isbasedprimarilyon 
regulatorycapital requirements, but in somecases the 
regulatoryrequirementsdo not fully reflect the 
varyingdegreeof riskassociatedwith different
activities. In suchcases, the capital requirementsmay
be flexedto reflect differingriskprofiles, subjectto 
the overalllevelof capital to support a particular
operationor activitynot fallingbelowthe minimum 
requiredfor regulatorypurposes. The processof 
allocatingcapital to specificoperationsand activitiesis
undertakenindependentlyof thoseresponsiblefor 
the operationby the Creditand RiskCommitteesand 
issubjectto reviewby the TALCO.

Althoughmaximisation of the return on risk-adjusted
capital is the principal basis usedin determininghow 
capital isallocatedwithin the Bank to particular
operationsor activities, it isnot the sole basis usedfor 
decisionmaking. Accountisalsotakenof synergies 
with other operationsand activities, the availabilityof 
management and other resources, and the fit of the 
activitywith the .ŀƴƪΩǎlong-term strategicobjectives. 
The .ŀƴƪΩǎpoliciesin respect of capital management 
and allocation are reviewedregularlyby the Board of 
Directors.

ϻΩллл όǳƴŀǳŘƛǘŜŘύ 2018

Tier1 capital 61,796

Subordinateddebt (principal) 15,912

Own funds 77,708

Requiredcapital 69,763

Surplus Capital 7,945

Riskweightedassets 456,561

Tier1 capital ratio 13,5%

Solvencyratio 17,0%
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BMCE Bank International plc

26 Upper Brook Street, 

Mayfair - London W1K 7QE

United Kingdom 

Tel. +44 (0) 207 429 5500

Fax. +44 (0) 207 248 8595

BMCE Bank International plc is registered in England and 
Wales under registration number 5321714

Authorised by the Prudential Regulation Authority and 
regulated by the Financial Conduct Authority and 
Prudential Regulation Authority

Contact us

Tel. +44 (0) 207 429 5500

info@bmce-intl.co.uk 

Website BMCE Bank International plc

www.bmce-intl.co.uk

Website BMCE Bank of Africa

www.bmcebank.ma

Pillar 3 disclosures
CǳǊǘƘŜǊ ƛƴŦƻǊƳŀǘƛƻƴ ǊŜƎŀǊŘƛƴƎ ǘƘŜ .ŀƴƪΩǎ ŀǇǇǊƻŀŎƘ ǘƻ 
risk management and its capital adequacy is contained 
in the unaudited Pillar 3 disclosures made under the 

current regulatory capital requirements. These 
ŘƛǎŎƭƻǎǳǊŜǎ ŀǊŜ ǇǳōƭƛǎƘŜŘ ƻƴ ǘƘŜ .ŀƴƪΩǎ ǿŜōǎƛǘŜ ǎƘƻǊǘƭȅ 
after the approval of these financial statements at 
http://www.bmce-intl.co.uk/finance.


