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Is the AFS debt security's 
fair value less than the 

amortized cost?

Recognize unrealized loss in 
other comprehensive income 

(No allowance on credit 
loss recorded).

Does the entity intend to 
sell the security? 

(i.e. has the entity decided to sell?)

 Is it more likely than not the 
investor will be required to 

sell before recovery?

 Is a portion of the unrealized
 loss a result of credit loss?

No impairment. 
Recognize unrealized gain 
in other comprehensive 
income (OCI).

Write down to fair value –
recognize the difference 
between amortized cost
and fair value as a loss in 
the income statement.

Recognize: 
1)  An allowance and a    

corresponding credit loss 
in the income statement.

2)  Unrealized loss in other 
comprehensive income 
(OCI).

Limit the allowance
 for credit losses to 

the difference 
between the fair

 value and
 the amortized 

cost basis.

Recognize in OCI 
the portion of

 unrealized loss
 related to factors 

other than
 credit losses.This is typically due to 

increase in interest rates.
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