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The world has been blindsided by the onslaught of the novel corona virus …
•

The outbreak was declared a Public Health
Emergency of International Concern by the
World Health organisation (WHO) on 30
January 2020.

•

On 11 March 2020, WHO declared COVID-19
a pandemic.

•

The pandemic has dramatically gathered
pace in recent days, with fresh
developments almost by the hour.

•

The pandemic has hit over 210 countries
with over 3,913,644 cases of the virus
recorded in total as at 7 May 2020

•

Of this number, the recoveries recorded
represent about 34% while the deaths
represent about 7%.

•

As at 23:59 GMT on 7 May 2020, USA had
the highest number of cases of about
1,292,623.

•

Antarctica remains the only continent
without a confirmed case of the coronavirus
pandemic.

•

There are a few countries across the globe
such as Lesotho, North Korea, Samoa,
among others that have not recorded any
case of the virus.
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Sources: Worldometer and Johns Hopkins University and Medicine as at 7 May 2020
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…with Africa being one of the last continents to be hit
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•

Africa has rising cases with only one
country (Lesotho) holding out as of 7 May
2020. 53 countries have been affected in
total.

•

There are more than 55,320 confirmed
cases of coronavirus across the continent,
with about 19,099 recoveries and 2,083
deaths.

•

Most of the initial cases recorded on the
continent were imported from Asia,
Europe and the United States.

•

The pandemic was confirmed to have
spread to Africa on 14 February 2020 with
the first confirmed case recorded in
Egypt.

•

The first confirmed case in sub-Saharan
Africa was recorded in Nigeria on 27
February 2020.

•

South Africa has recorded the highest
number of cases on the continent as at 7
May 2020. It recorded 424 new cases
increasing the total number of cases to
8,232.

Sources: Worldometer, AU, Africa CDC, Africanews as at 7 May 2020
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A strong correlation exists between health and economic impact
The IMF puts the impact of COVID 19 on global financial stability at the 2008 financial crisis levels

Health

❑

According to a paper by UC Berkley economist, Gournichas, if 50% of the world is infected, 1% of the world, 76
million people would die.

❑

This assumption is based on the available critical care beds and a 2% case fatality rate.

❑

A strong policy response includes measures that both delay and reduce the peak number of new cases to
prevent the health care system from being overrun.

❑

Ongoing research for more effective treatment and a possible vaccine do not solve the immediate problem of
system capacity.

❑

Flattening the caseload curve is critical but comes with an economic cost if other measures are not also taken.

❑

Governments are learning by experience in their address of the economic risks of closing the economy and
asking citizens to engage in social distancing.

❑

There is a general consensus among economists that the pandemic will throw the global economy into
recession. There is however, alternative views on the manner of recovery. To some, a “U” shaped recovery
path seems a more likely scenario. However, if fiscal and monetary stimulus fall short of preventing a
prolonged deleveraging cycle, an “L” shaped scenario looks possible. These views are supported by the
expectation that there will be a resurgence of the pandemic that will prolong economic recovery.

❑

Countries with higher levels of debt will require greater assistance by their governments to prevent “L”
shaped (a long period of stagnant growth) economic downturns.

❑

IMF data, however, point to a V shape recovery as it projects the global economy to contract sharply by -3%
in 2020 and recover to stable growth rate of 5.8% in 2021. Sub Sahara Africa is expected to follows a similar
pattern as the projected global trend. GDP growth rate is expected to be -1.6% in 2020 and bounce back to
grow at 4.1% in 2021.

❑

The outlook for Ghana is not a recession. The Ghanaian economy is projected to grow at 1.5% in 2020
and recover to 5.9% in 2021
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International bodies and governments are responding to the pandemic…
International development agencies and Governments have introduced incentives and economic relief programmes
that provide a financial cushion for affected individuals to help fight the broader economic disruption caused by the
pandemic.

US$50
bn
IMF

US$14 bn
World Bank &
IFC’s Boards
of Directors

US$1.08bn
ERBD
(Coronavirus
financing
Package)

US$8.63
bn

Commission
and European
Investment
Fund

US$809.05
bn

European Central Bank
Pandemic Emergency
Purchase Programme

US$2.3
tn

USA Stimulus Package

US$123.90
bn
Australia
Stimulus package

US$10 bn
AfDB
Response
Facility

US$0.3
7tn
China Fiscal
measures

US$1.01
tn
Japan Emergency
Economic packages

US$22.6 bn
India
Stimulus
package

Source: IMF Policy Tracker, World Bank, ERBD
Currencies converted on 23 April 2020
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…and are putting other measures in place while seeking to ascertain the
full impact of the pandemic (1/2)
Monetary Policies
Federal funds rate lowered by 150bp to 0-0.25bp.
Expanded overnight and term repos.
Lowered cost of discount window lending.
Reduced existing cost of swap lines with major
central banks and extended maturity for FX
operations.

Fiscal Policies
US$250 billion to provide one-time tax rebates to
individuals;
US$250 billion to expand unemployment benefits
and US$24 billion to provide a food safety net for the
most vulnerable;
US$510 billion to prevent corporate bankruptcy by
providing loans, guarantees, etc;

Broadened U.S. dollar swap lines to more central
banks.

US$349 billion in forgivable Small Business
Administration loans and guarantees

Reduced bank rates by 65 basis points to 0.1%

US$100 million committed to support preparedness
and response;

Expanded the central bank’s holding of UK
government bonds and non-financial corporate bonds
by £200 billion;

About US$175 million under its Coronavirus
Alleviation Programme to support affected industries
and households.

Launched the joint HM Treasury which, together
with the Coronavirus Business Loans Interruption
Scheme, makes £330 billion of loans and guarantees
available to businesses (15% of GDP)

Additional funds earmarked to address availability of
test kits, pharmaceuticals, equipment, and bed
capacity

Social Measures

Travel restrictions,
Social distancing,
Declaration of states of emergency,
Closure of schools, bars and restaurants,
Increased testing.

Travel restrictions,
Social distancing measures,
Closures of non-essential shops and indoor
premises, and increased testing.

Restrictions on movement except for important
reasons such as essential work, food shopping
and exercise (limited to once a day).

Source: IMF Policy Tracker,
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…and are putting other measures in place while seeking to ascertain the
full impact of the pandemic (2/2)
Monetary Policies

Declaration of a national state of disaster

Reduced the policy rate by 100 bps to 5.25%.
Increased the number of repo auctions to two.

Funds are available to assist SMEs under stress,
mainly in the tourism and hospitality sectors.

Reduced the upper and lower limits of the standing
facility to lend at repo-rate and borrow at repo-rate
less 200 bps;

Allocations are also being made to a solidarity fund to
help combat the spread of the virus.

Temporary relief on bank capital requirements and
reduced the liquidity coverage ratio from 100% to
80%

Social Measures

Fiscal Policies

The revenue administration is accelerating
reimbursements and tax credits and allow SMEs to
defer certain tax liabilities.

Reduced interest rates on all applicable CBN
interventions from 9% to 5% and introduced a one
year moratorium on CBN intervention facilities;

Contingency funds of N984 million ($2.7 million) have
been released to Nigeria’s Centre for Disease
Control,

Created a N50 billion ($139 million) targeted credit
facility; and

Grant of N10 billion ($28 million) was released to the
Lagos State

liquidity injection of N3.6 trillion (2.4 percent of GDP)
into the banking system, including N100 billion to
support the health sector, N2 trillion to the
manufacturing sector, and N1.5 trillion to the real
sector to impacted industries.

A fiscal stimulus package to provide relief for
taxpayers and incentivize employers.

Travel bans and quarantine for nationals
returning from abroad
Screening at ports of entry,
School closures,
A nationwide lockdown except for critical
workers, transport services and essential food
and medicine production

Closure of international airports, schools,
universities, stores and markets, etc
Suspension of public gatherings.
Lockdown of Lagos, Abuja and Ogun states.

Import duty waivers for pharmaceutical firms will be
introduced. Regulated fuel prices have been reduced.

Source: IMF Policy Tracker
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Cases in Ghana keep rising steadily as government seeks to stop the spread
Cases per region
Greater Accra Region

Confirmed COVID-19 cases as at 7 May 2020

2,579

Ashanti Region

165

Eastern Region

95

Western North Region

56

Central Region

50

Western Region

32

Volta Region

30

Upper East Region

26

Oti Region

23

Upper West Region

19

Northern Region

13

North East Region

2

Bono Region

1

Measures by Government
Emergency
response team

Partial lockdown

Closure of
borders
Social
distancing and
restriction on
public
gatherings to
25 persons
Contact
tracing

New cases

Cummulative
Source: Ghana Health Service, Citinewsroom

Mass
disinfection of
markets

Public
education and
awareness
campaign on
the virus

Partial lockdown
of parts of
Greater Accra
and Ashanti
regions

Closure of
schools and
universities

• As at 7 May 2020, 13 regions in Ghana had confirmed positive cases of the coronavirus bringing the total number of confirmed cases to 3,091
with 303 recoveries and 18 deaths recorded.
• The Government of Ghana anticipates that, the total shortfall in petroleum receipts, import duties, tax revenues, the cost of the preparedness
plan and the Coronavirus Alleviation Programme will cost the economy about GH₵ 9.5 billion.
• The primary balance of the economy will worsen from a surplus of GHȼ2,811 billion (0.7% of GDP) to a deficit position of GHȼ5.6 billion (1.4%
of GDP).
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How has the local market responded to the impact of COVID-19 on banks
Global markets have responded swiftly to the impact of the pandemic on stock of banks. Has the Ghana Stock
Exchange (GSE) done the same?
COVID 19 and price of shares
20.00
18.00
16.00
14.00
12.00
10.00
8.00
6.00
4.00
2.00
-

Access

ADB

CAL

EGH

GCB

RBGH

SCB

SOGEGH

43,830.00

5.00

5.06

0.82

8.10

5.00

0.56

18.40

0.72

43,958.00

4.39

5.06

0.77

7.45

4.40

0.50

18.00

0.64

43,830.00

43,958.00

Generally, investors on the GSE have not responded in similar manner as their global counterparts.
Except for Access Bank, Ecobank and GCB which have experienced an average of 11% decrease in
their share prices, share prices of the remaining banks listed on the GSE have remained relatively stable
between 31 December 2019 and 7 May, 2020
Source: Ghana Stock Exchange
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The market is reacting to the pandemic as share prices fall
Share prices from 2 January 2020 to 7 May 2020
8.5

•

Many, if not all stock markets, have
been rocked by the pandemic and
Ghana’s was not left out.

•

Five out of the eight listed banks have
experienced a fall in their share
prices, out of which three
experienced a fall of 10% or more for
the most part of April.

•

The hardest hit bank in April was
Ecobank Ghana (EGH) falling by 20%
from GHS 8.10 as at 31 December
2019 to GHS 6.50 as at 21 April 2020.
However, it appears the tides have
turned as EGH’s share price has risen
to GHS 7.45 as at 7 May 2020.

•

With treasury bill rates and stock
prices falling, gold has become the
safe haven for investors globally. Gold
prices are expected to have positive
impact on the Ghanaian Economy and
banks with exposure to mining sector
will benefit.

12 March
Patient 0 confirmed

8

Share price (GHS)

7.5
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GCB

EGH

Source: Ghana Stock Exchange
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The market is also reacting to the pandemic as the Cedi depreciates
FX rates from 2 January 2020 to 7 May 2020

•

Between late January to early March
2020, the GHS appreciated against the
USD by about 4%. However, there has
been significant depreciation since
middle of March (after the first COVID19 case was recorded).

•

Fluctuations in the FX rates are
attributable to the shortage of supply
of FX from key sources such as:

12 March
Patient 0 confirmed

7.5

7

6.5

6

i.

Delays in Cocoa Board loan
syndication

ii.

Falling crude oil and cocoa
prices

iii. Reduction in remittances from
abroad
iv. Reduction in non-traditional
exports

5.5

v.
•
5

US Dollar

Pound Sterling

Euro

Fall in FDI inflows

Above developments are expected to
impact adversely on banks FX trading
and remittance fee income

Source: Bank of Ghana
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Various sectors have been impacted by COVID-19
Food & Agriculture Sector

Trade and Industry

• The agricultural sector is expected to
experience adverse disruptions in the supply
chain coupled with lower demand.

• Trade volumes both domestic and
international are reducing, especially with China
which constitutes the highest of Ghana’s
imports and the second highest of Ghana’s
exports

• Uncertainty, fear and panic could also
negatively impact the planting decisions of
farmers.
• Due to the announcement of the lockdown,
citizens engaged in panic purchases amidst
the inflated prices of food stuff. It is worth
noting that, if the pandemic intensifies, there
could be shortage in food supply and a
general inflation of food prices.

Oil & Gas Sector
• The fall in oil prices has had heavy impacts on
Ghana’s oil industry.

• The decline in international trade will result in a
reduction in expected import duties and a
reduction in banks fees from LC and other
trade financing activities

Hospitality and Tourism sector
• A number of conferences have had to be
postponed due to the cancellation of flights and
border closures
• Occupancy rates of hotels are expected to
decline from 70% to below 30%

• Having set a benchmark of $58.66 oil price per
barrel until the end of 2020, Ghana’s oil
revenue target is expected to drop by 53%.

• Most airlines, hotels, tourist sites and
restaurants have been hard hit, resulting in loss
of revenue and laying-off of staff in order to stay
in business.

Sports

• The tourism sector is expected to experience
downsizing in the next five months which would
result in a potential revenue loss of about
US$170 million. Global airlines could also lose
up to US$113 billion in sales.

• Most sporting activities scheduled to take
place internationally and locally have been
cancelled or rescheduled. Notable among
them are the Japan 2020 Olympics, African
Cup of Nations and Euro 2020 tournament.

• Expected to impact the recoverability of
bank’s loan exposure to hotels, and
restaurants as well as FX trading activities

Health sector
• The health sector is the most vital sector during this
pandemic. However, the Ministry of Health and the
Ghana Health Service are of the view that the
country’s health facilities do not have the capacity to
handle a full-fledged pandemic.
• However, the pharmaceutical industry has been
tasked to produce more PPEs and sanitizers.
• Currently, there are only two main testing centers
nationwide which is not considered effective
considering the fact that samples to be tested keep
increasing.
• Retired medical personnel have also been asked to
return to post to help combat the pandemic.
• Banks could increase exposure to hospitals,
pharmaceutical industry and NHIA

Education
• Currently, all schools have been closed down
following the directive of the President. Most
schools have introduced eLearning platforms to
aid in student learning. Meanwhile, most local
and international exams have been postponed.

• Bank’s fee income from money transfer
services, collection of school fees and loans
to the Education sector will be adversely
impacted.

Source: Minister of Finance, KPMG Analysis
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Government has put in place measures to curb the impact of the pandemic…
Utilisation of the Stabilisation Fund
• Lower the cap on the Ghana Stabilisation Fund
(GSF) from the current US$300 million to US$100
million

Realignment of Statutory Funds
towards expenditures
•

• Amend the Petroleum Revenue Management Act
(PRMA) to allow a withdrawal
from the Ghana Heritage Fund to undertake
emergency expenditures in periods of national
emergency.

Implementation of CAP
• Prepare and implement a Coronavirus
Alleviation Programme (CAP) to be funded with
an initial capital amounting to GHȼ1.0 billion to
mitigate the impact of the Coronavirus on
businesses and households and ensure that job
losses are minimised.

Realignment of Statutory Funds towards
expenditures that tend to mitigate the
impact of the coronavirus pandemic
(sanitation and health related expenditures)
and limiting the award of new contracts
whiles focusing on the payment of arrears

Adjustments in Expenditures

Tax Reliefs

• Reduce the proportion of Net Carried
and Participating Interest due GNPC
from 30% to 15%;

• Extension of due dates for
filling of taxes from 4 months
to 6 months after the end of
the basis year

• Adjust expenditures on Goods &
Services and Capex downwards by
GHȼ1,248 million

Establishment of the COVID-19
Fund

Liquidity for Health Care Providers

• A COVID-19 Fund is to be managed by an
independent board of trustees, chaired by
former Chief Justice, to receive contributions
and donations from the public to support the
CAP and to assist in the welfare of the
needy and the vulnerable.

• The MoF paid GHȼ300 million to NHIA as
part of measures to provide liquidity to
Health Care providers and the
pharmaceutical industry.

• Government arranged Life and Sickness
Insurance for Health Care Professionals on
the front line of the Health Care Pandemic.

Reduction in Data Cost

External Financing
• Secure the World Bank DPO of GHȼ1,716 million
• Secure the IMF Rapid Credit Facility of US$1 billion

• Engaging the Telcos to reduce the cost of data and
telecommunication services to households and small
businesses

• Tax payers encouraged to
pay their taxes by bank
transfers
• Remission of penalties on
principal debts granted to tax
payers who redeem their
outstanding debts due GRA up to
30 June 2020
• Waive VAT on donations of
stock of equipment and goods
for fighting the Covid-19
pandemic
• Waive taxes on
selected Third-Tier
Pension withdrawals
• Permit the deduction of
contributions and donations
towards COVID-19 as allowable
expense for tax purposes.
• Health workers to also receive
three months tax holiday.

Source: MoF presentation to Parliament on 30 March 2020
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…with emphasis on the banking sector
COVID-19 is expected to create a fiscal gap of GHȼ11.4 billion and Government is seeking to close the gap with
the following measures
IMF rapid Credit facility

US$1 billion
Improves FX inflows and increases government debt.

Defer interest payment on non-marketable instruments

GHȼ1.2 billion
Impact cashflows expected from investment instruments if your bank has
an exposure.

Adjust expenditure on Capex & Goods and services

GHȼ1.2 billion
Impacts on loans and overdrafts in the construction and international
trade sectors.

World Bank DPO

GHȼ1.7 billion
Improves FX inflows and increases government debt. May come with
conditionalities
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Bank of Ghana has also put in measures to curb the impact of the pandemic
Policy Rate and Reserves

•

•

•

The Bank of Ghana
(BoG) has decreased
the monetary policy
rate by 150 basis points
to 14.5%.
Reduction in the primary
reserve requirement
from 10% to 8%.
Improve liquidity for
banks as well as
potential loss of
interest income on
new loans and
Government
securities

Capital Conservation Buffer
and Borrowing from BoG

•

•

•

Capital Conservation
Buffer (CCB) for banks
of 3.0% is reduced to
1.5%
Amendment of the
Bank of Ghana Act to
allow for government
borrowing from BoG
up to 10% of previous
year’s tax revenue in
the event of tight
domestic financing
market conditions
Reduction in CCB
means banks can
create more risk
assets

Interest Payment

Arrange with BoG to
defer interest
payments on nonmarketable
instruments estimated
at GHȼ1,222.8 million
to 2022 and beyond
 There will be
cashflow impact on
banks holding these
instruments


Commercial Banks Support

Commercial banks to;
• provide syndication
facility of GHȼ3 billion to
support industry
especially in the
pharmaceutical,
hospitality, service and
manufacturing sectors.
• grant six-month
moratorium of principal
repayments for selected
businesses;
• reduction of interest
rates priced-off the
Ghana Reference Rate
(GRR) by 200 basis
points (2% per annum).

Support to Mobile Money Users

•

•

•

All mobile money
users can send up to
GH₵100 for free (excl.
cash out).
Daily limits of mobile
money transactions
increased.
Loss of fee income
from use of banking
Apps for online
transfers

Sources: MoF presentation to Parliament, MPC Press release
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Government’s engagement with Banks on the COVID-19 measures
BoG and MoF engaged Banks to discuss support to the private sector to mitigate the impact of COVID 19

GHȼ 3 billion syndication to
support industry

6 month moratorium of
principal repayments

2% interest rate priced-off
GRR

Impacting sectors:
• Pharmaceutical
• Hospitality

This will impact only selected
banks.

• Services

Government is asking banks to
reduce their interest rates by 2% to
reflect GRR rate reduction.

• Manufacturing
• Are these strategic sectors for your
the bank?
• What’s your current exposures to
these sectors ?
• What are risks and credit history of
your customers in these sectors?
• Are there current opportunities in
your pipeline?

• What does this mean for your
NPL?

• Is this in sync with your cost of
deposits and credit risk?

• What’s the P&L impact? (Expected
Credit Losses & Interest income)

• What’s the P&L impact? ( Interest
income)

• What’s the impact on liquidity
profile of your bank

• Is this impacting your existing
loans and Government securities
portfolio?
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Potential impact of some fiscal measures on assets
Government has undertaken several measures in the fight against COVID that will impact banks’ assets and
profitability

1

GHȼ 300 million
payment to NHIA to
improve liquidity

2

Amend BoG Act to
Borrow up to 10% of
prior year Gov’t revenue

3

Tax waiver on Tier III
Pension withdrawals

• Loans recovery opportunities in the health care and subpharmaceutical sector
• Consider lending to the sectors that become Government priority
• Seek trade finance opportunities in the healthcare sector

• Impact BoG’s ability to provide liquidity support to banks
• Reduce Government’s borrowing and Government securities
investment opportunities for Banks
• Increase government spending and inflation

Risk of increase withdrawal by pension funds and asset management
companies as the general Public withdraws pension
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Are banks ready for the days ahead?
Pre-crisis Cash and Cash Equivalents of Top 10 Largest banks by Assets

x%

Cash/ Assets

32%
3.3

31%
2.9

21%

34%
2.6

GHȼ billion

2.7

13%

13%

1.6

1.5

23%
1.1

15%
1.0

20%
0.9

5%
0.4

Fidelity

Stanbic

Ecobank

SCB

GCB

ABSA

Access

Zenith

ADB

CBG

Source: Banks’ 2019 Financial statements
*NB: 17 out of 24 banks had published their statements as at April 8, 2020. Top 10 out of the 17 banks by assets were used in this analysis.
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A number of scenarios can play out as banks responds to BoG’s directives
Approximately

Base Case: Banks currently have strong capital
and liquidity base. CAR is at 17.5% and cash
balances is estimated to be 20% of total
deposits.

About

GHȼ 1.7 bn

GHȼ6.7 bn

released due to the 2%
reduction in Primary
Reserve Requirement
from 10% to 8%

released due to reduction of
Capital Conservation Buffer
from 3% to 1.5%,

Additional
Risk Assets
(GHȼm)

CAR

Cash/
deposits

Scenario 1: we estimate banks have the
capacity to create risk assets of GHS 6.7 billion
by utilizing the BoG directive permitting a 1.5%
reduction in CAR. Banks are in position to
support the Government backed syndication of
GHS 3 billion announced in the fiscal measures.
GoG
Securities

Scenario

Possible response

Probability

Base case

Banks do not
respond to directive

High

Scenario 1

Responds to 1.5%
drop in CAR

Medium

6,715.40

16.0%

11.3%

Nil

Scenario 2

Reduces CRR to
8%

Medium Low

10,020.58

15.5%

8.0%

Nil

Scenario 3

Reduces CAR to
11.5%

Low

37,925.74

11.5%

8.0%

-

17.5%

20%

Nil

(27,905)

Scenario 2: We estimate Banks can create risk
assets of over GHS 10 billion if they reduce
their cash balance to the new minimum of 8%
and still have healthy CAR of about 15.5%
Scenario 3: This stresses the banks to reduce
CAR and CRR to the new minimum of 11.5%
and 8% respectively. Banks can create risk
assets of about at GHS 37.9 billion but will have
to reduce other investments, most likely,
Government securities by GHS 27 billion to be
able to create the estimated risk assets. This
makes scenario 3 the most unlikely scenario,
however, it indicates how resilient the banking
sector is in terms of capital and liquidity

Sources: BoG Banking Sector Report January 2020, BoG MPC Press Release, KPMG Analysis
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Some banks have already started implementing measures

•
•
•

•

6 months repayment
moratorium
2% reduction in lending
rate
Waiver of charges on
interbank instant
transfers on its digital
channels
Free mobile money
transfers up to GHȼ100

• Reduced interest rate for
personal loans to 17.5%
• Further 3 month
repayment holiday where
required
• Salary advance
application via app
• No issuance fees on visa
cards for 5 weeks
• Relief package for
borrowers

• Moratorium of up to 6
months on mortgages
• Moratorium of up to 6
months on personal
loans
• Automatic waivers for
the next 3 months on
overdrawn account fees

•
•
•

Free mobile money
transfers up to GHS100
0.75% flat rate on
mobile money transfers
above GHȼ100
Relief programs for
clients in vulnerable
sectors

Source: Banks website
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Asset quality implications of COVID 19
Deteriorating economic conditions may lead to increase defaults and higher impairment loss for banks
ECL requires forecast economic conditions to be included in the model and therefore, current economic crises will feed
through ECL via:

Forward looking
estimates

❖ Higher probability of default (PD) and potential reclassification to stage 2 to reflect lifetime possible default
❖ Falling assets prices means possible lower collateral values increasing loss given default (LGD) parameters

❖ Client liquidity issues may lead to utilization of overdraft limits and increasing exposure at default (EAD) estimates

Fundamental
modification to
existing model

Banks may need to make significant modifications to their IFRS 9 model because:
❖ Mere changing probabilities of current macro-economic scenarios in ECL estimates may not reflect the true impact of
COVID 19
❖ Updating the forward-looking scenarios might not be enough majority of existing model often don’t allow consideration
of the different impacts that the pandemic is likely to have across various sectors.

❖ Payment holidays will change the cashflow structure and the need to de-recognize the loan if modification to cashflows

Payment holidays
and IFRS 9

are not significant. In which case, the loan could remain at stage I
❖ Significant modifications to cashflows as a result of payment holidays, will imply a recalculation of the gross

carrying amount and may result in the recognition of modification loss.
❖ After the recognition of a modification loss it must be assessed whether a significant increase in credit risk has
occurred, using the risk of default at initial recognition based on the original contractual terms.
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What should banks do in such times on uncertainty?
The key element for all businesses in this season is strong operational resilience and business continuity planning.
Conduct stress testing and trigger
contingency measures to the extent
necessary

Establish a crisis management committee
to address matters arising from Covid-19
and enhance monitoring for early indicators
of recovery mode

Explore innovative cost optimisation options
and reassess revenue expectations while
sustaining key business operations

Consider the systemic risk of each and
every decision relating to new customer
relationships

Dust off emergency liquidity sources and
prepare to deploy

Consider the need to escalate or trigger
contingency planning (business continuity
planning) to counterparties, customers and
suppliers

Monitor temporary restrictions on trading in
public markets and enforce trading staff
adherence (Enhance monitoring and
surveillance)

Project whether extra funding/ collateral
would be required due to expected default

© 2020 KPMG, a partnership established under Ghanaian law and a member firm of the KPMG network of independent member firms affiliated with KPMG International cooperative ("KPMG International") a Swiss entity. All rights
reserved. Printed in Ghana. KPMG and the KPMG logo are registered trademarks of KPMG International, a Swiss entity.
Document Classification: KPMG Confidential

22

How KPMG can assist …
The economic shocks from the pandemic are not permanent and do not represent structural changes to industries
or a major rethinking of long-range corporate strategies.

02
Business Continuity

01
Strategy stress
testing
u

planning/ review

03
Cost optimisation

05
Independent forecast/

04
Liquidity risk framework
review

projections review
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