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introduction

In April 2025, the United States (US) government imposed 
new tariffs on several countries, sparking retaliatory 
tariffs from countries including China and EU jurisdictions. 
The situation remains fast-changing. On 7 July, the US 
announced a 25% tariff on all Malaysian imports1; as of  
1 August, this has been reduced to 19%2. On 1 August, as 
reported in The Straits Times, the Malaysia’s Investment, 
Trade and Industry Minister, YB Senator Tengku Datuk Seri 
Utama Zafrul Tengku Abdul Aziz has warned that the US 
levies would affect the economy for years to come3.

Businesses will be affected in different ways to varying 
extents. The impacts depend on, among other things, 
the jurisdictions and sectors in which the businesses 
operate. Beyond these direct impacts, however, most 
businesses are likely to be affected to some extent by 
the macroeconomic impacts. There are also financial 
reporting issues to consider. In this Article, we highlight 
some areas which businesses might like to discuss with 
their financial reporting team. 

Disclaimer: The views and opinions expressed in this  
Article do not represent the official views of the Malaysian 
Accounting Standards Board (MASB). Thus, this Article is 
intended to convey general information only and should 
not be taken as the official MASB view.
 
Neither MASB nor any member of the MASB Secretariat 
accepts responsibility or legal liability arising from or  
connected to the accuracy, completeness or reliability of 
the materials and information contained in this Article.
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1.	 Impairment of 
assets

If the business costs have increased or revenues 
declined, the entity may need to perform impairment 
assessments for non-financial assets – including 
property, plant and equipment, investment property, 
intangible assets, or cash-generating units (CGUs). 

To assess for impairment, MFRS 136 Impairment 
of Assets requires entities to compare an asset 
or CGU’s carrying amount against its recoverable 
amount – which is the higher of value in use and fair 
value less costs of disposal. 

Value in use

In these highly uncertain conditions, it may be 
appropriate to consider multiple scenarios to arrive 
at a weighted average best estimate. These must 
not include any 

‘estimated future cash inflows or outflows 
expected to arise from:

a.	 a future restructuring to which an entity is not 
yet committed; or 

b.	 improving or enhancing the asset’s 
performance.’

(MFRS 136, paragraph 44)

Fair value less costs of disposal

The shifting state of the tariffs and the ensuing 
macroeconomic uncertainty could affect fair 
value. Assumptions about Level 3 inputs – where 
observable market prices are not available – may 
need to be revisited.

MFRS 13 defines fair value as:

‘the price that would be received to sell an 
asset or paid to transfer a liability in an orderly 
transaction between market participants at the 
measurement date’

(MFRS 13, paragraph 9)

Therefore, assumptions should reflect the 
market participants’ perspective: what do market 
participants know, and what are they likely to 
assume at the measurement date? 

Any uncertainties underlying these assumptions 
must be disclosed, for example as that required 
under MFRS 13 Fair Value Measurement, paragraph 
93(h). Generally, the longer that tariffs remain in 
place, the more likely that market participants would 
be to price in their effects.

Discount rates

Discount rates are also likely to require review. A 
higher discount rate might be appropriate if high 
inflation is expected. Again, how the discount rates 
have been determined, and the assumptions used 
need to be clearly disclosed, such as that required 
under MFRS 13, paragraph 94.



Potential impacts of US Tariffs on Financial Reporting Page 3 

Clear communication with investors about how business deals with 
uncertainty is perennial to maintaining trust in times of economic volatility. 

MFRS 101 Presentation of Financial Statements requires an entity to:

‘disclose information about the assumptions it makes about the future, 
and other major sources of estimation uncertainty at the end of the 
reporting period, that have a significant risk of resulting in a material 
adjustment to the carrying amounts of assets and liabilities within the 
next financial year.’

(MFRS 101, paragraph 125)

It can be helpful to carry out a sensitivity analysis, to inform investors about 
how changes to assumptions could affect the reported amounts.

2.	 Estimation uncertainty and 
forward-looking information

3.	 Going concern

If the tariffs are affecting the business’s revenue 
and liquidity, there must be assessment whether the 
going concern assumption remains appropriate. 

Again, it may be helpful to stress-test multiple 
scenarios. Because conditions can change quickly, 
the going concern assumption may require review 
after the end of the reporting period.

This is also the time to consider if the business is, 
or risks breaching, any loan covenants. Breaching a 
covenant may result in the loan becoming payable 
in full. In such cases, the loan will need to be 
reclassified from a non-current to a current liability. 
Identifying any risks of default early could also 
provide an opportunity to negotiate for a solution 
with the bank. 

The IFRS Foundation’s education material,  
Going Concern: a Focus on Disclosure4, was  
published in the context of the COVID pandemic in 
January 2021 and has been revised and republished 
in May 2025. This guidance remains timely and 
relevant in today’s context.

4.	 https://www.ifrs.org/content/dam/ifrs/supporting-implementation/educational-materials/going-concern-2025.pdf

https://www.straitstimes.com/asia/se-asia/trump-sets-19-tariff-for-malaysian-exports-ahead-of-deadli
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5.	 Other financial reporting implications

5.	 Paragraph 124 of MFRS 136 and paragraph 8 of IFRS IC Interpretation 10
6.	 See paragraphs 66-69 of MFRS 137

If the business publishes quarterly financial 
statements, it may be appropriate to provide for the 
financial effect of the tariffs in the interim results. 
Investors will also be likely to require disclosures 
informing them of the expected impact of the tariffs 
over the full year.

MFRS 134 Interim Financial Reporting requires 
entities to include:

 ‘an explanation of events and transactions that 
are significant to an understanding of the changes 
in financial position and performance of the 
entity since the end of the last annual reporting 
period. Information disclosed in relation to those 
events and transactions shall update the relevant 
information presented in the most recent annual 
financial report’.

(MFRS 134, paragraph 15)

Entities are required to apply the same accounting 
policies in its interim financial statements as its 
annual financial statements. Note that in line with 
IFRS IC Interpretation 10 Interim Financial Reporting, 
impairment losses recorded in respect of goodwill in 
an interim financial statement cannot be reversed in 
the year end accounts, even if conditions improve at 
the year end5.

4.	 Interim reporting

This Article has covered four complex areas which are likely to require judgement and proactive assessment. 

Depending on the business’s circumstances, several other financial reporting issues should also be 
considered as elaborated below. 

Issues affecting all entities

Provisions The tariffs may increase the cost of fulfilling a contract. If the cost 
of fulfilling the contract becomes higher than the economic benefits 
expected to be received, the contract may become onerous6. In 
such cases, the entity may be required under MFRS 137 Provisions, 
Contingent Liabilities and Contingent Assets to recognise a provision 
for the expected loss.

http://Paragraph 124 of MFRS 136 and paragraph 8 of IC Interpretation 10.


Potential impacts of US Tariffs on Financial Reporting Page 5 

Issues affecting all entities (continued)

Revenue from contracts with 
customers

In some cases, it may be possible for entities to negotiate with 
customers to increase the prices of goods and services. Where 
entities have the opportunity to do so, they will need to consider 
whether these circumstances give rise to contract modifications under  
MFRS 15 Revenue from Contracts with Customers.

Income taxes Unexpected costs and the potential for long-term impact on an entity’s 
operations arising from tariffs should be considered when determining 
the recoverability of deferred tax assets.

Issues affecting some entities

Events after the reporting period Depending on an entity’s accounting period end, the entity may need 
to evaluate whether the tariffs constitute an adjusting or non-adjusting 
subsequent event. The US tariffs announcement could well lead to 
different analyses for entities with a March year end, and those with a 
June year end.

Inventories Under MFRS 102 Inventories, tariffs paid for imported goods should be 
included in the cost of inventories, unless they are recoverable from 
the taxing authority.

Inventory is typically measured at the lower of cost and net realisable 
value. If it is not possible to raise the selling prices of products in line 
with the increased costs, the value of the inventory may need to be 
written down. 

Expected credit losses Financial institutions need to assess the likely increased credit risk 
of customers or counterparties. As a result, this may affect the 
measurement of expected credit losses, which relies on assumptions 
incorporating forward-looking information.

Given the fast-evolving landscape and the  
complexities involved across jurisdictions and 
sectors, continuous monitoring and assessment 
remain essential. The above analysis offers 
a high-level overview of principles in certain 
IFRS Accounting Standards and should not be 
regarded as comprehensive. Entities should 
engage external experts for tailored guidance 
on the financial reporting implications.

Financial reporting teams demonstrated notable 
resilience in navigating significant challenges – 
particularly, during the uncertainties brought 
on by the COVID-19 pandemic. Reflecting on 
the lessons learned and best practices from 
that period can provide valuable direction in 
adapting to the emerging landscape ahead.

- End-

conclusion


