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Abstaract:

The research aims to study the impact of applying the Expected Credit Loss (ECL)
model under International Financial Reporting Standard (IFRS 9) on risk management
and profitability in commercial banks, focusing on its effects on three main areas:
profitability, capital adequacy, and the ability to predict risks. The study also analyzes
the technical challenges and data issues that banks face when implementing the
expected credit loss model, including modeling requirements, data availability,
analytical capabilities, and the impact on the effectiveness of risk management.

The research adopts a descriptive and analytical approach by combining theoretical
analysis of the most important studies related to the variables of the research topic and
conducting an applied study on a sample of listed and unlisted Egyptian commercial
banks on the Egyptian Stock Exchange. This is based on the availability of published
financial data and the extent to which these banks comply with the application of
IFRS 9. The financial statements and reports published by these banks during a
specified period (2014-2023) are analyzed, which is the period during which IFRS 9
was practically applied, with a focus on the changes in risk and profitability indicators
before and after the application.

The study results showed that the application of the Expected Credit Loss (ECL)
model has a significant positive effect on capital adequacy in banks, enhancing
financial stability and helping reduce credit risks through proactive analysis. On the
other hand, no significant effect was observed on asset risks after the application. The
model also showed a significant negative effect on the return on equity, where early
recognition of potential losses led to a reduction in short-term profits. Additionally, no
significant effect was found on the return on assets as a profitability indicator.

This study contributes to accounting literature by identifying the impacts of applying
the Expected Credit Loss model. The application of this model represents a
fundamental shift, as it requires financial institutions to adopt a proactive approach in
measuring losses, reflecting expected economic changes, and reinforcing the principle
of prudence. This shift redefines the nature of loss recognition, as it no longer requires
the actual occurrence of a loss but only the prediction of its probability, necessitating
the development of advanced quantitative models and improving the efficiency of
accounting data and systems.

Keywords:

International Financial Reporting Standard No. 9 - Expected Credit Loss - Credit Risk
Management - Regulatory Capital - impairment - Stages of Expected Credit Losses--
Credit Provisions.
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