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This paper has been prepared by the EFRAG Secretariat for discussion at a public meeting of EFRAG FR TEG. The 

paper forms part of an early stage of the development of a potential EFRAG position. Consequently, the paper does 

not represent the official views of EFRAG or any individual member of the EFRAG FRB or EFRAG FR TEG. The paper 

is made available to enable the public to follow the discussions in the meeting. Tentative decisions are made in 

public and reported in the EFRAG Update. EFRAG positions, as approved by the EFRAG FRB, are published as 

comment letters, discussion or position papers, or in any other form considered appropriate in the circumstances. 

Dynamic Risk Management (‘DRM’) 

EFRAG’s survey on current dynamic interest rate risk management 

practice in the context of the IASB’s Dynamic Risk Management model – 

Survey results 

Introduction 

1 The IASB has a project on accounting for Dynamic Risk Management (‘DRM’) to enable 

investors to understand the effect of a company’s dynamic risk management of repricing 

risk due to changes in interest rate and to evaluate the effectiveness of interest rate risk 

management. 

2 The IASB expects to publish an Exposure Draft (‘ED’) on DRM in December 2025. 

3 The IASB’s latest tentative decisions referred to in the questions below can be found here. 

Objective of the session 

4 The objective of this session is to present to EFRAG FR TEG the survey results and to obtain 

their feedback and to receive the EFRAG FR TEG recommendation on the publication of the 

summary of survey results. 

Purpose and content of the survey 

Objective of the survey 

5 In May 2025, EFRAG launched a survey, with the objective to collect input on the current 

dynamic interest rate risk management practice and capabilities of banks, insurers, 

financial conglomerates and other entities in the context of the upcoming DRM model. The 

survey results will be used by the EFRAG Secretariat in designing the operability testing of 

the upcoming IASB's ED as well as background data when preparing EFRAG’s draft 

comment letter on this ED.  

https://www.ifrs.org/content/dam/ifrs/meetings/2024/october/iasb/ap4-cover-note.pdf
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6 The feedback received via this survey covers parent companies and significant subsidiaries. 

Structure 

7 The survey was organised into the following sections: 

(a) Section 1 – General Information 

(b) Section 2 – Questions for banks 

(c) Section 3 – Questions for insurers  

(d) Section 4 – Questions for financial conglomerates  

(e) Section 5 – Questions for other entities.  

8 Respondents had to complete Section 1 and select between Section(s) 2, 3, 4 and 5 

corresponding to the type of organisation. Financial conglomerates were asked to 

complete Sections 2, 3 and 4. 

9 In the survey, the EFRAG Secretariat did not define, deliberately, a financial conglomerate. 

The purpose was to see how the entity classifies itself from the point of view of importance 

of its banking/insurance operations and to give them an opportunity to cover both parts if 

they consider them both significant for their business. 

10 To encourage maximum participation, the survey allowed the participants to only reply to 

the questions they would like to.  

11 The deadline for the survey was 31 July 2025.  

12 The questionnaire to the survey can be found here. 

13 The survey results are presented in agenda paper 05-02. The finalised survey results are 

intended to be published by EFRAG in October-beginning of November 2025. 

EFRAG Secretariat assessment – key conclusions of the banking part of the survey  

14 In the view of the EFRAG Secretariat, the banking survey results indicate that the following 

areas may present challenges in the context of the DRM project: 

(a) Field test –20% of the respondents confirmed that they will conduct a field test, while 

a further 48% have not made a decision about the field test yet. Very often the final 

decision is expected to be taken after the publication of the actual ED. Section ‘’Field 

testing’’ of agenda paper 04-02 contains a breakdown of key difficulties identified by 

the respondents (with further details by type of respondent – those who decided to 

https://www.efrag.org/sites/default/files/media/document/2025-05/EFRAG%20DRM%20survey%20May%202025%20.pdf
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conduct a field test, those who decided not to do it and those who have not taken 

the decision yet);  

(b) Use of non-linear derivatives as hedging instruments – this has already been 

identified as a potential issue at a previous stage. The survey results further 

demonstrate its prevalence (73% of the respondents indicated that they use non-

linear derivatives); 

(c) Simultaneous management of interest rate risk and FX risk, with a significant share 

of respondents (approximately, a half) considering use of cross currency interest rate 

swaps as (very) significant for their interest rate risk management; 

(d) A significant share of respondents manages multiple benchmark rates dynamically 

(36% of the respondents manage dynamically 10 benchmark rates or more) which 

indicates significant operational issues and a need to understand how multiple DRM 

models work together;  

(e) The survey results have illustrated the prevalence of the equity instruments’ 

treatment as a part of the dynamic interest rate risk management as currently 

performed by banks; 

(f) The survey results have confirmed the significance of financial assets at fair value 

through other comprehensive income treated as part of dynamic interest rate risk 

management. This feedback relates to an issue whereby there is a risk of double 

accounting of gains or losses when assets and or liabilities measured at fair value are 

included in the exposure being hedged.   

 EFRAG Secretariat assessment – key conclusions of the insurance part of the survey 

15 The survey results reflect a need for a DRM model for insurers. 

(a) Nearly half of the respondents perform risk management of interest rate exposures 

on a dynamic basis with the majority managing this on a monthly basis. 

(b) The feedback results have indicated significant interest rate risk exposure, for 

example, an entity incurring a loss when interest rates decrease due to reinvestment 

of the assets as the duration of the assets are shorter than that of the insurance 

liabilities. Also, for example, for life contracts with guaranteed rates, an entity has a 

risk of compensating the shortfall to the policyholders in a low-interest rate 

environment. 
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(c) For most respondents, exposure to interest rate risk is managed separately from 

other risks and managed on a net basis. For a majority of the respondents, their 

dynamic interest rate risk position is based on internal risk management targets.  

(d) Unlike banking, the majority of the respondents do not have to report, for regulatory 

purposes, exposure to either Net interest income (NII) or Economic value of equity 

(EVE).  

(e) Most of the respondents stated that the purpose of the DRM project should be to 

provide a robust solution aligning reporting under IFRS Accounting Standards with 

their actual practices of interest rate risk management. At the same time, some 

respondents were also open to having targeted improvements instead. 

16 Similar to banks: 

(a) a majority of the respondents manage interest rate risk and foreign exchange risk 

simultaneously. 

(b) financial assets measured at fair value through other comprehensive income are 

considered to be very significant in the context of interest rate risk management. 

This feedback relates to an issue whereby there is a risk of double accounting of gains 

or losses when assets and or liabilities measured at fair value are included in the 

exposure being hedged.  

17 In addition, unlike banking whereby most of the banking respondents use IAS 39 for hedge 

accounting purposes, most of the insurance respondents use IFRS 9. Also, based on the 

results, insurers are less familiar than banks on the DRM model and less ready to participate 

in field-testing. 

EFRAG FIWG meeting on 13 October 2025 

18 Some members noted that lowering a threshold for the field testing (i.e. emphasising that 

participating in a full-blown field test is not the only way of field testing and that a less 

detailed exercise could also give useful results) could broaden the circle of potential 

participants, especially among smaller and medium-size banks. These members 

emphasised the importance of a clear message over this matter. 

EFRAG IAWG meeting on 8 October 2025 

19 The objective of the session was to present to EFRAG IAWG members the survey results 

related to insurance and to obtain their feedback. 
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20 Members agreed that a DRM model was needed for insurance entities. The user members, 

considering the EU public good, indicated support for having a DRM model for insurance 

entities as some insurance products, e.g. those used by pension funds, may be affected. 

One of the users stated that it would be useful to know, when hedging is applied, which 

metric is used in Solvency II. 

21 There were questions from the members on whether insurance liabilities would be in scope 

of the DRM project. The IASB Staff indicated that insurance liabilities are not included when 

constructing the Current Net Open Position (CNOP) in the DRM model but for feedback 

purposes, it could be assumed to be in scope in order to help the IASB understand the 

challenges and potential solutions and whether more needed to be done on the DRM 

model. 

22 There were mixed views on whether insurance liabilities are considered as financial 

liabilities in order to apply IFRS 9 for hedging purposes. one considered that some insurers 

apply IFRS 9 macro-hedging while another indicated the difficulty to use the insurance 

liabilities as hedged item in hedge accounting. 

23 Some members indicated that focus on Net interest income (‘NII’) and Economic value of 

equity (‘EVE’) are specific to banking and are not the same for insurers who focus on 

Solvency II. 

24 Two of the members were open to conduct field-testing depending on the words from the 

upcoming Exposure Draft. One of the members highlighted that only the international 

players were invested in the project, and it would be beneficial to try to get feedback from 

other insurers. 

25 The IASB Staff acknowledged that the insurance business has an important interest rate 

risk position, and they iterated the importance to engage with other stakeholders including 

insurers. The DRM model is based on an entity’s activities rather than being an industry 

specific model. The question was more needed to be done than the current proposals. 

EFRAG FR TEG meeting on 19 September 2025 

26 Members indicated that the survey confirmed how banks looked at DRM and confirmation 

of the issues raised, e.g., multiple benchmark rates and foreign currency risk and interest 

rate risk being managed together. It also confirmed the need for a DRM model for insurers. 

27 On field-testing:  
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(a) Some members indicated their surprise for the low percentage (17%) of banks who 

are planning for a field-test. They also indicated that, in general, banks were waiting 

to see the words from the Exposure Draft (‘ED’) to decide whether to participate in 

a field-test. One member highlighted that the level of detail to be done for the field-

test would also be an important factor in making the decision.   

(b) Aspects to be considered in the field-test included how the DRM model would work 

for equity instruments (one member indicated that the general starting point for 

equity modelling is IFRS equity and AT1 instruments and certain components of 

equity may be removed, e.g., cash flow hedge reserve, financial assets at fair value 

through other comprehensive income and the interaction between the DRM project 

and the FICE project.  

(c) An IASB member indicated that the IASB would be interested in obtaining, as much 

as possible, field test results from individual banks in order for the banks to assess 

whether the DRM model matches their own management of interest rate 

management which differs from bank to bank. One member indicated that some 

banks are planning to do a collective field-test, e.g. for budget, resource reasons, and 

stated that the results from this should not be less important than the results from 

individual banks. 

28 On insurance-specific aspects:  

(a) It was important to differentiate different types of insurance products, i.e., short-

term and long-term products  

(b) Net interest income (NII) and Economic value of equity (EVE) are not part of the 

strategy for insurers. Their focus is on the Solvency position and trying to mitigate 

the volatility in profit or loss.  

(c) One member indicated that some insurers who currently apply IFRS 9 for hedge 

accounting are contemplating to switch to applying macro-hedging in IAS 39.  

(d) Subgroups were being created for insurers in order to respond to the upcoming 

IASB’s Exposure Draft and to liaise with the IASB during the comment period. 

29 An IASB member provided the following comments:  

(a) The upcoming Exposure Draft is planned to be published in December 2025 with a 

240-day comment period. 
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(b) The IASB would seek views from insurers on whether they manage their interest rate 

risk and if so, how do they do so.  

(c) Areas which have been updated in the current version of the upcoming Draft 

Exposure Draft:  

(i) Equity modelling, being a proxy for banks, can be included in the DRM model.   

(ii) Clarifications made on financial assets at fair value through other 

comprehensive income and non-linear derivatives.  

(iii) Focus is no longer on NII or EVE but rather on a cash flow perspective and fair 

value perspective. They plan to generalise wording in the ED so that it is not 

limited to only banks who may apply the model. 

EFRAG FIWG meeting on 9 September 2025  

30 Several members emphasised the importance of the field testing and noted that 

commenting on the ED without conducting a field test would be very difficult for banks. 

Some of these members further noted that there may be various ways of conducting a field 

test, including some form of a limited field test.  

31 One member noted that the DRM model may not work as intended in a situation where 

the key source of funding are long-term instruments in a currency different from the 

functional currency of the entity then swapped to local currency for use and for interest 

rate risk management purposes. An IASB staff noted that this issue is known and proposed 

to wait for the final text of the ED to see whether it has been sufficiently addressed.  

32 One member noted that while relevant risk management activities may be performed on a 

daily basis (or more frequently), the issue for the DRM model is that relevant accounting 

activities (including documentation) may not be performed with the same frequency.   

Questions for EFRAG FR TEG 

33 Do you have any questions or comments regarding the survey results? Please explain. 

34 Do you recommend the publication of the Summary of survey results as presented in paper 

05-02? 

 


