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Tea exporter
1. Believe LKR will appreciate, therefore, will enter in to an agreement 

with bank to sell USD at a fixed price
2. Believe tea price will decrease, therefore, will enter in to an agreement 

to sell tea packets to JKH at a fixed price.



Derivatives

Derivative & host item are two 
separated contracts
Only derivative will consider
Host item can be Financial 
instrument or non-financial 
asset
If financial asset- IFRS 09
If not a financial asset only 
IFRS 09 if, host item 
immediately converting to cash
FVTPL

Derivative & host in a single contract. Ex. 
Convertible debenture
ED will measure at FVTPL/FVTOCI /AMC 
if host is a financial instrument
ED will separate and derivative will 
measure at FVTPL if it satisfied 
separation criteria

Individual Embedded - ED







As you can see, the key difference between a cash flow hedge and a fair value hedge is 
the hedged item. With a cash flow hedge, you're hedging the changes in cash inflow 
and outflow from assets and liabilities, whereas fair value hedges help to mitigate your 
exposure to changes in the value of assets or liabilities.





















Thank you 


