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45. FINANCIAL RISK MANAGEMENT (CONT’D)

(b) Fair value estimation

The fair value of financial instruments traded in active markets is based on quoted market prices at the end 
of the reporting period. A market is regarded as active if quoted prices are readily and regularly available from 
an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent 
actual and regularly occurring market transactions on an arm’s length basis. The quoted market price used for 
financial assets held  by the Company/Group is the current bid price. These instruments are included in level 1. 
Instruments included in level 1 comprise primarily quoted equity investments classified as trading securities or 
available- 
for-sale.

The fair value of financial instruments that are not traded in an active market is determined by using valuation 
techniques. These valuation techniques maximise the use of observable market data where it is available and 
rely as little as possible on specific estimates.  If all significant inputs required to fair value an instrument are 
observable, the instrument is included in level 2.  
If one or more of the significant inputs is not based on observable market data, the instrument is included in 
level 3. 

Specific valuation techniques used to value financial instruments are disclosed in Note 2.

The nominal value less estimated credit adjustments of trade receivables and payables are assumed to 
approximate their fair values.  The fair value of financial liabilities for disclosure purposes is estimated by 
discounting the future contractual cashflows at the current market interest rate that is available to the Group 
for similar financial instruments.

(c) Capital risk management

The Group’s objective when managing capital are:

- to safeguard the Group’s ability to continue as a going concern, so that it can continue to provide returns for 
shareholders and benefits for other stakeholders, and 

- to provide an adequate return to shareholders.

The Group manages the capital structure and makes adjustments to it in light of changes in economic 
conditions and the risk characteristics of the underlying assets in order to maintain or adjust the capital 
structure, the Group may adjust the amount of dividends paid, issue new shares or sell assets.

The assets of the Company are financed through equity and borrowings.

The gearing ratio, excluding banking deposits and cash and cash equivalents, as at June 30, 2017 is as follows:

THE GROUP THE COMPANY

2017 2016 2017 2016

MUR’000 MUR’000 MUR’000 MUR’000

Total debt  16,277,129  14,308,918  1,064,305  1,096,998 

Less Cash & cash equivalents  (1,376,003)  (1,066,788)  (2,908)  (1,852)

 14,901,126  13,242,130  1,061,397  1,095,146 

Total equity  23,663,566  23,584,056  14,307,044  12,919,928 

Gearing 38.64% 35.96% 6.91% 7.81%

Banking segment

The minimum required capital adequacy ratio in Madagascar is 8%.  As at 30 June 2017, the capital adequacy 
ratio 

of BNI Madagascar was 12.54% as follows: 

Capital base MUR’000  1,660 

Risk weighted MUR’000  13,241 

Capital adequacy ratio 12.54%


