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Dear M's Sandra Thomson

Proposed amendmentsto IAS 39 — " macro hedging” —Comments from FSR, Denmark

The Danish Accounting Standards Committee welcomes the opportunity to provide comments
to the proposed amendments to IAS 39 regarding fair vaue hedge accounting for a portfolio
hedge of interest rate risk.

Our comments have been discussed with the Danish Accounting Advisory Pand which con
ggs of Danish business organizations etc. representing users and preparers of financid Hate-
ments.

Generdly, we welcome the initiative to improve the possbility of applying hedge accounting
for economic hedging of interest rate risk on a portfolio basis.

Question 1

We concur with the proposd not to permit the methods for measuring ineffectiveness referred
to as A, B and C. However, we do not believe that the proposed method for measuring inef-
fectiveness, method D, reflects the true economic ineffectiveness.

For example, if the net postion being hedged is a liability, a change in the assat exposure,
included in the net postion being hedged, would not result in ineffectiveness according to the
proposd. In economic terms a change in the asset exposure, which is included in the eco-
nomic hedge, would result in ineffectiveness. On the other hand, a change in the gross expo-
sures without any changes in the net exposure would result in ineffectiveness according to the
proposal, whereas in economic terms the hedge would be perfectly effective.

In practice in economic terms, we believe that the hedged risk is the net exposure. We are
aware that designation of a net exposure as the hedged item is againg the generd principles in
IAS 39. However, we believe that the advantages of measuring ineffectiveness based on a net
exposure exceed the disadvantages. In our opinion, compared with the proposed method for
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meaauring ineffectiveness, there are no other materid disadvantages or posshilities of abuse.
This provides that a requirement is retained to specify the assets and liahilities included in the
net podtion in order to distinguish between changes in the hedged portfolio and other assets
and licbilities

Question 2

We bdieve that arguments exigt for and againg dlowing financid liahilities that the counter-
party can redeem on demand to be hedged based on expected maturity.

Sinceit is proposed to alow receivables to be hedged based on expected maturity, we believe
that it should be alowed, smilarly, to hedge financid liabilities that the counterparty can re-
deem on demand based on expected maturity. Consequently, we do not concur with the pro-
posa on this matter.

---00000---

If you have questions to the above, please do not hesitate to contact us.

Yours sincerdy
Eskild Narregaard Jakobsen Ole Steen Jargensen
Chairman of FSRs Accounting Head of Department

Standards Committee



