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Abstract

Objective: This study aims to analyze the impact of applying the
expected credit loss provision in accordance with the International
Financial Reporting Standard IFRS 9 on the profitability indicators of
commercial banks in Egypt, with a focus on the structural and
organizational differences between government and private banks, by
extrapolating the relationship between accounting provisions and
financial performance indicators.Such as return on assets (ROA),
return on equity (ROE), and net interest margin (NIM).

Methodology: The study was based on a qualitative analytical approach,
based on a review of recent literature, and an analysis of the published
financial statements of Egyptian banks, especially the National Bank of
Egypt (governmental) and the Commercial International Bank (CIB)
(private), during the period from 2018 to 2023, which shows the impact
of applying IFRS 9 on Profitability indicators within a diverse
institutional environment.

Results: The results showed that the application of IFRS 9 led to a
disparity in the impact of provisions on banks’ profitability, as it was
reflected more conservatively on government banks as a result of limited
guantitative analysis systems and reliance on general estimates, which
led to pressure on net profit In contrast, the advanced analytical and
technological architecture has enabled private banks to estimate
provisions with greater accuracy, and reduce the negative impact on
profitability, particularly in view of the use of sophisticated internal
models for estimating ECL indicators such as PD, LGD, and EAD.
Added value: The study contributes to filling an existing research gap in
the Arab and Egyptian literature by providing a comparative analysis
between government and private banks regarding the effects of applying
IFRS 9 on financial performance The study also shows that formal
adherence to the standard does not guarantee the achievement of
accounting and organizational goals unless it is supported by integrated
analytical systems and effective risk management governance The study
concluded that the nature of the institutional structure, and not just the
accounting standard itself, determines the extent to which provisions
affect profitability, which requires reconsidering credit rating policies
and provisions management models
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