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45. FINANCIAL RISK MANAGEMENT (CONT’D)

(iv) Interest rate risk (cont’d)

Banking specific segment

Interest rate risk is the exposure of the bank’s financial condition to adverse movements in interest rates.  
Changes in interest rates affect a bank’s earnings and the underlying value of the bank’s assets and liabilities. 
Interest rates applied by the bank on credits are based on the key interest rate of the Central Bank of 
Madagascar. The Bank’s basic rate was 15% during the year. Interest rates on deposits are fixed.

The interest sensitivity of assets and liabilities for the banking segment is as follows:

< 3 months
3-6 

months
6-12 

months 1-3 years > 3 years

Non-
interest 
bearing Total

MUR’000 MUR’000 MUR’000 MUR’000 MUR’000 MUR’000 MUR’000

Assets

Cash and Bank balances 
with central bank  -  -  237,003  -  -  1,094,372  1,331,375 

Investment in securities  -  662,294  110,332  1,893,436  -  126,101  2,792,163 

Balance with other 
credit institutions  -  -  -  -  -  5,461  5,461 

Balance with other 
banks  427,990  12,345  17,582  636,702  445,274  1,196,731  2,736,624 

Loans and advances  5,506,592  -  -  224,980  4,364,504  -  10,096,076 

Other investments  -  -  -  -  -  10,354  10,354 

Other assets  -  -  -  -  -  2,131,055  2,131,055 

 5,934,582  674,639  364,917  2,755,118  4,809,778  4,564,074  19,103,108 

Liabilities

Deposits from 
customers  4,421,950  113,428  395,512  636,428  -  10,409,422  15,976,740 

Other liabilities  -  -  -  -  -  3,126,369  3,126,369 

 4,421,950  113,428  395,512  636,428  -  13,535,791  19,103,109 

(v) Foreign exchange risk

Non banking specific segment

The Group operates internationally and is exposed to foreign exchange risk arising from various currency 
exposures.        
The Group has a treasury department in place where foreign exchange exposure risk is monitored and 
managed.  If necessary, management can also use financial instruments to hedge currency risk.         
The textile segment is primarily exposed to GBP, Euro, USD, SA Rand and INR.  Foreign exchange risk arises from 
future commercial transactions.        
Forward contracts are used to mitigate foreign currency risks.        
The hotel segment enters into a variety of forward contracts and swaps to manage its exposure to foreign 
currency risk.       

Banking specific segment

Currency risk is the potential movements in foreign exchanges rates that may adversely affect the bank’s 
financial position.        
The Bank’s transactions in foreign currencies are mainly in EUR and USD. The Bank’s foreign currency exposure 
of 1.6% is within the regulatory maximum of 20% of capital applied in Madagascar.       


