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By Tran Thi Thanh Truc 
Assurance Partner, PwC Vietnam

As the first comprehensive and truly
International Financial Reporting
Standard (IFRS) to set up a consistent
accounting framework for all insur-
ance contracts, IFRS 17 is the result of
an  initiative by the International Ac-
counting Standards Board (IASB).

Due to insufficient time to com-
plete the project before the mandatory
implementation of IFRS in 2005, the
IASB divided the project into two
phases. Phase one ended in 2004 with
the release of IFRS 4, while phase two
was completed with the launch of
IFRS 17 in 2017 to replace IFRS 4.
However, due to many challenges in
preparing for the application of the lat-
ter, the IASB temporarily halted it the
start of IFRS 17 application until 2022.

IFRS 4 requires insurance compa-
nies to present information about in-
surance contracts, but does not

prescribe the measurement method of
such contracts. Instead, it allows com-
panies to use local accounting require-
ments, or variations of those
requirements, for the measurement of
their insurance contracts issued. As a
result, investors and analysts found it
difficult to identify which groups of
contracts are profit-making or loss-
making, and to analyse trend informa-
tion about such contracts.

Meanwhile, IFRS 17 establishes a
consistent accounting framework for
all insurance contracts. It introduces
three evaluation models: the general
model, the premium allocation ap-
proach, and the variable fee approach.
Insurers are required to measure insur-
ance contracts using the updated esti-
mates and assumptions that reflect the
timing of cash flows and any uncer-
tainty relating to the contracts. This re-
quirement will provide transparent
reporting about the financial position
and risks of insurers.

IFRS 17 also requires insurers to
recognise profits as it delivers insur-
ance services, rather than when they

receive premiums as current account-
ing practices dictate. The insurer must
also provide information about insur-
ance contract profits that they expect
to recognise in the future. This infor-
mation will produce metrics that can
be used to evaluate the performance of
insurers and how the performance
changes over time.

IFRS 17 promises to improve the
transparency and comparability of in-
formation. At the same time, it is con-
sidered a very costly and complex
standard to apply and maintain.

IFRS 17 creates a consistent ac-
counting framework for all insurance
contracts, thus increasing the compa-
rability of information between differ-
ent insurance contracts, between
insurers in different territories, and be-
tween businesses in different indus-
tries. IFRS 17, therefore, helps provide
more transparent and useful informa-
tion about insurance obligations and
the current and future profit and loss
situation of insurers.

However, the application of IFRS
17 also presents major challenges be-

cause of the complexity of this stan-
dard. The first is the impact on opera-
tions because IFRS 17 requires an
insurer to track historical data on a
more granular level, perform often
complicated calculations, and compare
this historical information against cur-
rent period information. This leads to
change not only in actuarial methods,
but also in IT and reporting systems,
as well as in the internal operating pro-
cedures of insurers.

The IT system of insurers must
be strong enough to collect, store,
and track data in the format and vol-
ume required by IFRS 17. Enter-
prises must also spend more to
employ and develop people with ap-
propriate skills for applying this
standard. These changes will require
a lot of time, effort, and financial in-
vestment from insurers.

Next is the impact on financial re-
porting due to the application of a
common standard. Previously, insurers
could select to apply different account-
ing practices and each insurer also is-
sued different types of insurance

contracts. For those reasons, IFRS 17’s
effects on financial reporting are ex-
pected to differ vastly between insur-
ers. For example, short-term insurance
contracts will not significantly be af-
fected, whereas long-term ones will be
greatly affected. This leads to changes
in the financial statements of insurers
and they need to communicate these
changes to their business stakeholders.

After nearly 20 years of debate, the
issuance of IFRS 17 in 2017 did not
end discussions on how to account for
an insurance contract. There are still
many lingering questions about how to
apply this standard and the impact that
it will have on the financial reporting
results and the consequent market as-
sessment of an insurance company.

What’s certain is that IFRS 17 is a
significant challenge to the entire or-
ganisation and not just for the actuarial
and finance departments. The exten-
sion of this standard to 2022 will offer
insurers more time for preparations,
but IFRS 17 will continue to be a chal-
lenge that should be tackled as soon as
possible.n
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Gold prices reached a two-
year high in Vietnam in
recent weeks as a sub-
dued dollar and renewed

concerns over global trade boosted
demand for safe-haven assets. 

In the first few days of July, spot
gold on global markets rose 1.1 per
cent and reached $1,433.5 per ounce.
While US gold futures were up 2.1
per cent at $1,437.7 an ounce, the
USD index, which measures the cur-
rency against a basket of six rivals,
was down 0.1 per cent. This is the
highest level in the past six years for
the metal.  

In Vietnam, latest statistics show
that gold prices varied between
VND38.9-39.2 million ($1,691.3-
1,704.3) per tael at DOJI Jewellery.
At stores run by competitor Phu
Nhuan Jewellery, the yellow metal
rose to VND39.17 million
($1,703.04) per tael, which marks the
peak since 2017. An ounce is valued
at 75 per cent of a tael. 

Various reasons have been put
forward for investors’ rising appetite

for gold. As usual, mounting geopo-
litical uncertainty bolsters the de-
mand for the precious metal, which
is often viewed as a safe haven dur-
ing times of upheaval. From Ameri-
can political tensions with Iran to the
unsolved trade conflicts between the
US and China, a sense of uncertainty
continues to pervade the globe. 

Earlier this week, the US ratch-
eted up pressure on Europe in a long-
running dispute over aircraft
subsidies, threatening tariffs on $4
billion of additional EU goods, on
top of products worth $21 billion that
were announced in April 2019. Be-
sides, Europe and China are being
accused of manipulating currencies. 

Updates from the US Federal Re-
serve are also driving down the USD,
which usually helps gold rally. In-
vestors have priced in at least a quar-
ter-point cut at the Fed’s next
meeting at the end of July, with 20
per cent expecting a half-point move,
according to US-based risk manage-
ment firm CME Group. Similarly,
most experts believed that the Fed is
likely to deliver a cut in its bench-
mark short-term interest rates.

“Gold prices in Vietnam rose due
to upward movements in the interna-
tional gold market. On a global scale,
gold’s rally has been fuelled by the
Fed’s decision to delay rate hikes,
which drove the USD down and
pushed gold prices up,” said econo-
mist Nguyen Tri Hieu.

Gold has long been considered a
hedging tool against inflation and
often moves inversely with the value
of the USD. It often holds its value
during times of uncertainty in mar-
kets, earning it the nickname “safe
haven asset”.

However, gold also has its
downsides. Unlike bank deposits or
securities, the precious metal nor-
mally pays no interests or dividends
and also costs money to preserve.
That means gold loses its glitter
when interest rates rise, and in-
vestors can have a higher profit on
other assets.

Experts warn that the price of
gold is determined by supply and de-
mand, making it susceptible to sud-
den movements. According to Hieu,
this means it is unsuitable for short-
term investors and speculators.

“Investors should be careful, es-
pecially those with a short-term in-
vestment horizon. Gold trading
requires the investor to have experi-
ence to monitor and analyse the mar-
ket,” said Hieu. 

Phan Dung Khanh, gold analyst
at Maybank Kim Eng Securities said,
“It’s not a good idea to buy gold now,
because prices might not go up that
much in the mid-term future. Gold
quotes remain highly volatile in the
short term, which is why I caution in-
vestors against speculation and the
herd-buying mentality.”n
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