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Abstract:

This study examined the impact of applying International Financial Reporting Standard (IFRS
9) on credit risk management and loan evaluation in the banking environment, as an alternative
to the older standard (IAS 39), which failed to provide early warnings of financial crises. To
achieve the study's objectives, the work was divided into two parts: a theoretical section
focusing on fundamental concepts and a comparison between the "realized loss model" and the
"expected credit loss model” (ECL), and an applied section based on a case study of a group of
public banks, including the Bank of Agriculture and Rural Development (BADR), the National
Bank of Algeria (BNA), the Local Development Bank (BDL), and the National Savings and
Reserve Fund (CNEP). This was complemented by a field study that included a questionnaire
distributed to 39 banking executives in these public banks in the Medea province, with the data

analyzed statistically using SPSS version 26.

The study concluded that IFRS 9 represents a significant leap forward in protecting banks by
establishing proactive provisions to address loan defaults, thus contributing to reducing the
accumulation of non-performing loans and enhancing financial stability. However, the reality
on the ground revealed a clear gap; the standard is not actually applied in the banks studied,
which continue to use the Financial Accounting System (SCF). This is due to key obstacles,
primarily: the absence of a binding national legislative framework from the Bank of Algeria, a
lack of specialized training for staff, and deficiencies in the information systems and historical
databases necessary for implementing the expected loss model.

Keywords: International Financial Reporting Standard (IFRS 9), Expected Credit Loss (ECL)

model, credit risk.
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Appendix 1 — Frequencies (Demographic Variables)

FREQUENCIES VARIABLES=Gender Age Education Seniority Position Bank

/ORDER=ANALYSIS.

SheI Jeloudl w2 102 gl

Gender
Frequency Percent Valid Percent Cumulative Percent
Male 22 56.4 56.4 56.4
Female 17 43.6 43.6 100.0
Total 39 100.0 100.0
Age Group
Frequency Percent Valid Percent Cumulative Percent
Less than 30 3 7.7 7.7 7.7
30to 40 24 61.5 61.5 69.2
More than 40 12 30.8 30.8 100.0
Total 39 100.0 100.0
Educational Level
Frequency Percent Valid Percent Cumulative Percent
Secondary or less 2 5.1 5.1 5.1
Bachelor (Licence) 19 48.7 48.7 53.8
Master 14 35.9 35.9 89.7
Doctorate 1 2.6 2.6 92.3
Other 3 7.7 7.7 100.0
Total 39 100.0 100.0
Professional Seniority
Frequency Percent Valid Percent Cumulative Percent
Less than 5 years 6 15.4 15.4 15.4
5to 10 years 9 23.1 23.1 38.5
11 to 15 years 12 30.8 30.8 69.2
16 to 20 years 20.5 20.5 89.7
More than 20 years 4 10.3 10.3 100.0
Total 39 100.0 100.0
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Current Position

Frequency Percent Valid Percent Cumulative Percent
Branch Manager/Deputy 4 10.3 10.3 10.3
Loans & Commitments Officer 10 25.6 25.6 35.9
Loans & Risk Officer 5 12.8 12.8 48.7
Accounting/Financial Officer 10 25.6 25.6 74.4
Other 10 25.6 25.6 100.0
Total 39 100.0 100.0

Appendix 2 — Reliability Analysis (Cronbach's Alpha)

RELIABILITY
/VARIABLES=<scale items>
/SCALE('axis') ALL
/MODEL=ALPHA

/STATISTICS=DESCRIPTIVE SCALE

/SUMMARY=TOTAL .

Scale: Knowledge of IFRS 9

Case Processing Summary

N %

Cases Valid 39 100.0
Excluded 0 .0

Total 39 100.0

a. Listwise deletion based on all variables in the procedure.

Reliability Statistics

Cronbach's Alpha N of Items

0.782

Item-Total Statistics

Scale Mean if Item Scale Variance if Iltem Corrected Item-Total Cronbach's Alpha if
Deleted Deleted Correlation Item Deleted
K1 6.21 3.430 0.564 0.739
K2 6.28 3.471 0.582 0.733
K3 6.36 3.078 0.718 0.683
K4 6.38 3.874 0.371 0.798
K5 6.26 3.406 0.560 0.740
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Scale: Current Application Status

Case Processing Summary

N %

Cases Valid 39 100.0
Excluded 0 .0

Total 39 100.0

a. Listwise deletion based on all variables in the procedure.

Reliability Statistics

Cronbach's Alpha

N of Items

0.813

Item-Total Statistics

Scale Mean if Item Scale Variance if Item Corrected Item-Total Cronbach's Alpha if
Deleted Deleted Correlation Item Deleted
R1 5.79 2.799 0.604 0.776
R2 5.82 2.467 0.652 0.761
R3 6.08 2.757 0.664 0.760
R4 6.08 3.020 0.476 0.810
R5 5.87 2.483 0.631 0.768
Scale: Bank Readiness
Case Processing Summary
N %
Cases Valid 39 100.0
Excluded 0 .0
Total 39 100.0

a. Listwise deletion based on all variables in the procedure.

Reliability Statistics

Cronbach's Alpha

N of Items

0.827

Item-Total Statistics

Scale Mean if Item Scale Variance if Iltem Corrected Item-Total Cronbach's Alpha if
Deleted Deleted Correlation Item Deleted
1 8.51 5.888 0.469 0.826
12 8.46 5.676 0.565 0.806
3 8.54 5.360 0.716 0.774
14 8.23 5.445 0.599 0.799
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15 8.44 5.200 0.705 0.775
16 8.72 6.208 0.545 0.811
Scale: Expected Impact
Case Processing Summary
N %
Cases Valid 39 100.0
Excluded 0 .0
Total 39 100.0

a. Listwise deletion based on all variables in the procedure.

Reliability Statistics

Cronbach's Alpha

N of Items

0.851

5

Item-Total Statistics

Scale Mean if Item Scale Variance if Item Corrected Item-Total Cronbach's Alpha if
Deleted Deleted Correlation Item Deleted
Al 10.67 2.281 0.729 0.802
A2 10.69 2.324 0.679 0.816
A3 10.64 2.236 0.786 0.787
A4 10.62 2.506 0.583 0.841
A5 10.62 2.559 0.541 0.851
Scale: Challenges and Obstacles
Case Processing Summary
N %
Cases Valid 39 100.0
Excluded 0 .0
Total 39 100.0

a. Listwise deletion based on all variables in the procedure.

Reliability Statistics

Cronbach's Alpha

N of Items

0.816

7

Item-Total Statistics

Scale Mean if Item
Deleted

Scale Variance if Item
Deleted

Corrected Item-Total
Correlation

Cronbach's Alpha if
Item Deleted
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T1 15.77 5.551 0.299 0.834
T2 15.82 4.835 0.606 0.783
T3 15.74 5.038 0.613 0.783
T4 15.69 5.587 0.364 0.820
T5 15.74 4.564 0.683 0.767
T6 15.74 4.669 0.712 0.764
T7 15.79 4.799 0.629 0.778

Scale: Overall Questionnaire (All 28 Items)

Reliability Statistics

Cronbach's Alpha

N of Items

0.777

28
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Appendix 3 — Descriptive Statistics (Item Level)

DESCRIPTIVES VARIABLES=K1 to T7
/STATISTICS=MEAN STDDEV VARIANCE MIN MAX.

Descriptive Statistics

Label N Min | Max Mean Std. Dev. Variance

K1 Awareness of IFRS 9 existence 39 1 3 1.667 0.621 0.386
K2 IAS 39 vs IFRS 9 difference 39 1 3 1.590 0.595 0.354
K3 Understanding ECL model 39 1 3 1.513 0.644 0.414
K4 Received IFRS 9 training 39 1 3 1.487 0.601 0.362
K5 Reviewed IFRS 9 disclosure req. 39 1 3 1.615 0.633 0.401
R1 Bank in planning phase 39 1 2 1.615 0.493 0.243
R2 Bank of Algeria directives 39 1 3 1.590 0.595 0.354
R3 Specialized IFRS 9 team 39 1 2 1.333 0.478 0.228
R4 Impact assessment studies 39 1 2 1.333 0.478 0.228
R5 IS updated for IFRS 9 39 1 3 1.538 0.600 0.360
11 Qualified human resources 39 1 3 1.667 0.662 0.439
J2 Adequate technical systems 39 1 3 1.718 0.647 0.418
13 Database for ECL 39 1 3 1.641 0.628 0.394
J4 Top management commitment 39 1 3 1.949 0.686 0.471
5 Credit risk framework 39 1 3 1.744 0.677 0.459
J6 Statistical staging models 39 1 2 1.462 0.505 0.255
Al Will raise provisions 39 2 3 2.641 0.486 0.236
A2 Will improve risk measurement 39 2 3 2.615 0.493 0.243
A3 Will improve disclosure 39 2 3 2.667 0.478 0.228
A4 Will enhance transparency 39 2 3 2.692 0.468 0.219
A5 Will improve portfolio mgmt. 39 2 3 2.692 0.468 0.219
T1 Lack of qualified staff 39 1 3 2.615 0.544 0.295
T2 High transition costs 39 1 3 2.564 0.552 0.305
T3 Lack of historical data 39 2 3 2.641 0.486 0.236
T4 Weak information systems 39 2 3 2.692 0.468 0.219
T5 No legal framework 39 1 3 2.641 0.584 0.341
T6 Limited inter-bank coordination 39 1 3 2.641 0.537 0.289
T7 Staff resistance to change 39 1 3 2.590 0.549 0.301
Valid .

N (listwise) 39

104




Appendix 4 — Item Frequency Tables

FREQUENCIES VARIABLES=K1 to T7

/ORDER=ANALYSIS.

Coding: 1 = Disagree, 2 = Neutral, 3 = Agree

K1 — Awareness of IFRS 9 existence

Frequency Percent Valid % Cumulative %
Disagree 16 41.0 41.0 41.0
Neutral 20 51.3 51.3 92.3
Agree 3 7.7 7.7 100.0
Total 39 100.0 100.0
K2 — 1AS 39 vs IFRS 9 difference
Frequency Percent Valid % Cumulative %
Disagree 18 46.2 46.2 46.2
Neutral 19 48.7 48.7 94.9
Agree 2 5.1 5.1 100.0
Total 39 100.0 100.0
K3 — Understanding ECL model
Frequency Percent Valid % Cumulative %
Disagree 22 56.4 56.4 56.4
Neutral 14 35.9 35.9 92.3
Agree 3 7.7 7.7 100.0
Total 39 100.0 100.0
K4 — Received IFRS 9 training
Frequency Percent Valid % Cumulative %
Disagree 22 56.4 56.4 56.4
Neutral 15 38.5 38.5 94.9
Agree 2 5.1 5.1 100.0
Total 39 100.0 100.0
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K5 — Reviewed IFRS 9 disclosure req.

Frequency Percent Valid % Cumulative %
Disagree 18 46.2 46.2 46.2
Neutral 18 46.2 46.2 92.3
Agree 3 7.7 7.7 100.0
Total 39 100.0 100.0
R1 — Bank in planning phase
Frequency Percent Valid % Cumulative %
Disagree 15 38.5 38.5 38.5
Neutral 24 61.5 61.5 100.0
Agree 0 0.0 0.0 100.0
Total 39 100.0 100.0
R2 — Bank of Algeria directives
Frequency Percent Valid % Cumulative %
Disagree 18 46.2 46.2 46.2
Neutral 19 48.7 48.7 94.9
Agree 2 5.1 5.1 100.0
Total 39 100.0 100.0
R3 — Specialized IFRS 9 team
Frequency Percent Valid % Cumulative %
Disagree 26 66.7 66.7 66.7
Neutral 13 333 333 100.0
Agree 0 0.0 0.0 100.0
Total 39 100.0 100.0

106



S

R4 — Impact assessment studies

Frequency Percent Valid % Cumulative %
Disagree 26 66.7 66.7 66.7
Neutral 13 333 333 100.0
Agree 0 0.0 0.0 100.0
Total 39 100.0 100.0
R5 — IS updated for IFRS 9
Frequency Percent Valid % Cumulative %
Disagree 20 51.3 51.3 51.3
Neutral 17 43.6 43.6 94.9
Agree 2 5.1 5.1 100.0
Total 39 100.0 100.0
J1 — Qualified human resources
Frequency Percent Valid % Cumulative %
Disagree 17 43.6 43.6 43.6
Neutral 18 46.2 46.2 89.7
Agree 4 10.3 10.3 100.0
Total 39 100.0 100.0
J2 — Adequate technical systems
Frequency Percent Valid % Cumulative %
Disagree 15 38.5 38.5 38.5
Neutral 20 51.3 51.3 89.7
Agree 4 10.3 10.3 100.0
Total 39 100.0 100.0
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J3 — Database for ECL

Frequency Percent Valid % Cumulative %
Disagree 17 43.6 43.6 43.6
Neutral 19 48.7 48.7 92.3
Agree 3 7.7 7.7 100.0
Total 39 100.0 100.0
J4 — Top management commitment
Frequency Percent Valid % Cumulative %
Disagree 10 25.6 25.6 25.6
Neutral 21 53.8 53.8 79.5
Agree 8 20.5 20.5 100.0
Total 39 100.0 100.0
J5 — Credit risk framework
Frequency Percent Valid % Cumulative %
Disagree 15 38.5 38.5 38.5
Neutral 19 48.7 48.7 87.2
Agree 5 12.8 12.8 100.0
Total 39 100.0 100.0
J6 — Statistical staging models
Frequency Percent Valid % Cumulative %
Disagree 21 53.8 53.8 53.8
Neutral 18 46.2 46.2 100.0
Agree 0 0.0 0.0 100.0
Total 39 100.0 100.0
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Al — Will raise provisions

Frequency Percent Valid % Cumulative %
Disagree 0 0.0 0.0 0.0
Neutral 14 35.9 35.9 35.9
Agree 25 64.1 64.1 100.0
Total 39 100.0 100.0
A2 — Will improve risk measurement
Frequency Percent Valid % Cumulative %
Disagree 0 0.0 0.0 0.0
Neutral 15 38.5 38.5 38.5
Agree 24 61.5 61.5 100.0
Total 39 100.0 100.0
A3 — Will improve disclosure
Frequency Percent Valid % Cumulative %
Disagree 0 0.0 0.0 0.0
Neutral 13 33.3 333 33.3
Agree 26 66.7 66.7 100.0
Total 39 100.0 100.0
A4 — Will enhance transparency
Frequency Percent Valid % Cumulative %
Disagree 0 0.0 0.0 0.0
Neutral 12 30.8 30.8 30.8
Agree 27 69.2 69.2 100.0
Total 39 100.0 100.0
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A5 — Will improve portfolio mgmt.

Frequency Percent Valid % Cumulative %
Disagree 0 0.0 0.0 0.0
Neutral 12 30.8 30.8 30.8
Agree 27 69.2 69.2 100.0
Total 39 100.0 100.0
T1 — Lack of qualified staff
Frequency Percent Valid % Cumulative %
Disagree 1 2.6 2.6 2.6
Neutral 13 33.3 33.3 35.9
Agree 25 64.1 64.1 100.0
Total 39 100.0 100.0
T2 — High transition costs
Frequency Percent Valid % Cumulative %
Disagree 1 2.6 2.6 2.6
Neutral 15 38.5 38.5 41.0
Agree 23 59.0 59.0 100.0
Total 39 100.0 100.0
T3 — Lack of historical data
Frequency Percent Valid % Cumulative %
Disagree 0 0.0 0.0 0.0
Neutral 14 35.9 35.9 35.9
Agree 25 64.1 64.1 100.0
Total 39 100.0 100.0
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T4 — Weak information systems

Frequency Percent Valid % Cumulative %
Disagree 0 0.0 0.0 0.0
Neutral 12 30.8 30.8 30.8
Agree 27 69.2 69.2 100.0
Total 39 100.0 100.0
T5 — No legal framework
Frequency Percent Valid % Cumulative %
Disagree 2 5.1 5.1 5.1
Neutral 10 25.6 25.6 30.8
Agree 27 69.2 69.2 100.0
Total 39 100.0 100.0
T6 — Limited inter-bank coordination
Frequency Percent Valid % Cumulative %
Disagree 1 2.6 2.6 2.6
Neutral 12 30.8 30.8 33.3
Agree 26 66.7 66.7 100.0
Total 39 100.0 100.0
T7 — Staff resistance to change
Frequency Percent Valid % Cumulative %
Disagree 1 2.6 2.6 2.6
Neutral 14 35.9 35.9 38.5
Agree 24 61.5 61.5 100.0
Total 39 100.0 100.0
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Appendix 5 — Tests of Normality (Shapiro-Wilk)

EXAMINE VARIABLES=Knowledge Current Readiness Impact Challenges

/PLOT NPPLOT
/STATISTICS DESCRIPTIVES
/NOTOTAL.

Tests of Normality

Shapiro-WilkShapiro-Wilk

Axis (mean score) Statistic df Sig.
Knowledge of IFRS 9 0.930 39 0.017
Current Application Status 0.899 39 0.002
Bank Readiness 0.960 39 0.182
Expected Impact 0.791 39 <.001
Challenges and Obstacles 0.870 39 <.001

a. Lilliefors Significance Correction.

* Significance at .05 level indicates departure from normality.

Note: As N < 50, the Shapiro-Wilk test is reported. Non-normal distributions justify the use of non-parametric tests (Wilcoxon) for

hypothesis testing.
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Appendix 6 — One-Sample Wilcoxon Signed Rank Test

NPTESTS
/ONESAMPLE TEST (Knowledge Current Readiness Impact Challenges)
WILCOXON(TESTVALUE=2)
/MISSING SCOPE=ANALYSIS USERMISSING=EXCLUDE.

Test Value = 2 (Neutral point of the 3-point scale)

Hypothesis Test Summary — One-Sample Wilcoxon Signed Rank Test

Axis Mean N (+) N(-) Ties w y2 ASyT;ies‘:.S' (2-

Knowledge of IFRS 9 1.574 5 31 3 69.5 -4.140 <.001
Current Application Status 1.482 3 31 5 21.0 -4.727 <.001
Bank Readiness 1.697 8 26 5 99.0 -3.394 <.001
Expected Impact 2.662 35 0 4 0.0 -5.159 <.001
Challenges and Obstacles 2.626 35 1 3 2.5 -5.192 <.001

The significance level is .050.

Asymptotic significance is displayed.

Decision: Reject the null hypothesis when Sig. < .050 (all five axes).

Decision Summary

Null Hypothesis Sig. Decision

H1: Knowledge of IFRS 9 differs from neutral <.001 Reject the null hypothesis
H2: Current application status differs from neutral <.001 Reject the null hypothesis
H3: Bank readiness differs from neutral <.001 Reject the null hypothesis
H4: Expected impact differs from neutral <.001 Reject the null hypothesis
H5: Challenges differ from neutral <.001 Reject the null hypothesis
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