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45. FINANCIAL RISK MANAGEMENT

(a) Financial risk factors

The Group’s objective is to provide long term capital growth and regular appreciation in dividend income 
distribution to investors.  This objective is being fulfilled through investing in a diversified portfolio of equity and 
equity related investments.  

Non banking specific segment

The Group’s activities expose it to a variety of financial risks including the effects of changes in equity market 
prices, foreign currency exchange rates, credit risk and interest rates.  The Group’s overall risk management 
programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse 
effects on the financial performance of the Group.

The Group seeks to minimise these risks by investing in various sectors to avoid risk concentration in a 
particular industry.  There is an investment committee which operates under guidelines and policies, embodied 
in an investment manual approved by the Board of Directors and which actively participates in the monitoring 
of the financial and operational performance of the various companies in which it has invested.  

Banking  specific segment

The Bank’s activities expose it to financial risks such as market risk (including currency and interest rate risk), 
credit risk and liquidity risk.

(i) Credit risk

Non banking specific segment

The Group has no significant concentration of credit risk, with exposure spread over a large number of 
counterparties and customers. The Group has policies in place to ensure that sales of products and services are 
made to customers with an appropriate credit history.  The maximum exposure to credit risk at the reporting 
date is the carrying value of each class of receivable.  The Group does not hold any collateral security for 
receivables relating to the non banking segment.

Banking  specific segment

Credit risk arises when counterparties are not able to fulfil their contractual obligations. The Risk and 
Permanent Control Department ensures that limits defined by the risk strategy are applied. It is directly 
involved in the validation of any demand for credit.  Collateral held by the bank includes fixed and floating 
charges on assets.

The Credit quality of the loan portfolio is as follows:

2017 2016

MUR’M MUR’M

Neither past due nor impaired  9,996,291  8,378,972 

Past due but not impaired  -  22 

Impaired  1,397,841  1,449,809 

Gross  11,394,132  9,828,803 

Less: allowance for credit impairment  (1,298,056)  (1,314,141)

Net  10,096,076  8,514,662 

Fair value of collaterals of impaired loans  3,037,870  865,342 

The maximum exposure to credit risk before collateral for the banking segment is 
as follows :

Cash and cash equivalents  4,054,294  4,516,563 

Loans and advances  10,096,076  8,514,663 

Investment in securities  2,792,163  1,298,545 

Other assets  1,184,844  539,431 


