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OUTLINE 

 Overview and Background 

 Challenges Faced by Emerging Economies on the 

Application of FVM Standard 



 IFRS 13 - Fair Value Measurement – released in May 2011 

 Chinese Accounting Standard for Business Enterprises 

No.39 - Fair Value Measurement  - issued in January 2014 

 the application of this standard by Chinese enterprises is 

overall smooth;  

 difficulties in valuating specific items. 

 

I. Overview and Background 



 1. Relatively strict market controls 

 Market access: high threshold and complicated approval 

procedures 

 Foreign companies and investors forbidden or restricted 

 Major transactions subject to strict examination and lengthy 

approval procedure 

II. Challenges Faced by Emerging Economies   



 2. Underdeveloped market infrastructures and incomplete trading 
varieties 

 Lack of necessary means for the transfer of non-listed equity instruments 

 Limited variety of derivates tradable 

 Small population of commodity futures available 

 Commodity index futures trading at infant age 

 No market for bearer biological assets 

II. Challenges Faced by Emerging Economies   



 3.  More Inactive Markets in Existence 

 Inter-bank bond market 

 Treasury bond market  

 Credit derivatives market  

 Loan assets trading market  

 Real estate market  

II. Challenges Faced by Emerging Economies   



 4. Market participants less matured with imbalanced structure 

 Market participants not knowledgeable enough  

 Imbalanced makeup of market participants  

 Irrational investment behaviors of individual and institutional 
investors 

 Less qualified personnel  

II. Challenges Faced by Emerging Economies   
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Our View on Net Income and OCI 

Statement of 

Financial 

Position 

Net Income 

Comprehensive 

Income 

OCI 

(linkage factor) 

Statement(s) of 

Financial 

Performance 

Beginning of Year 

Beginning of Year End of Year 

End of Year 

Same assets 

and liabilities 

Same assets 

and liabilities 

Measured from the  

perspective of reporting 

the financial position 

Measured from the  

perspective of reporting 

the financial performance 



Characteristics of Net Income 

 The objective of the balance sheet and the income statement are different 

 Net income should represent the irreversible outcomes of an entity’s 
business activities 

 

 Since all assets and liabilities would be derecognised at some point in time: 
 

 (𝒏𝒆𝒕 𝒊𝒏𝒄𝒐𝒎𝒆)𝒕 =   (𝒄𝒐𝒎𝒑𝒓𝒆𝒉𝒆𝒏𝒔𝒊𝒗𝒆 𝒊𝒏𝒄𝒐𝒎𝒆)𝒕

∞

𝒕=𝟎

=  

∞

𝒕=𝟎

 (𝒄𝒂𝒔𝒉 𝒇𝒍𝒐𝒘𝒔)𝒕

∞

𝒕=𝟎

 

 

 We refer to this characteristic as “all-inclusiveness” 

 The difference between net income and comprehensive income is 
essentially a timing difference 
 

 Recycling of all OCI items is needed as a mechanism to maintain this 
characteristic 



OCI Items under Japanese GAAP 

OCI Item 

Measurement Basis for 

Financial Performance 

Measurement Basis for 

Financial Position 

Pensions Liabilities based on expected 

assumptions plus accumulated 

amortisation of actuarial gains 

and losses 

Liabilities based on actual 

assumptions 

Cash Flow Hedges Historical cost Fair value 

Foreign Currency 

Translation 

Historical exchange rate Current exchange rate 

Available-for-Sale Assets Historical cost Fair value 



Selecting the measurement basis 

 We start with the measurement basis used for reporting 
the financial performance 

 In many cases, the same measurement basis is used for 
reporting the financial position 

 

 We do not have clear concepts regarding when the 
measurement basis used for reporting the financial 
position should differ from the measurement basis for 
financial performance 

 Currently we rely on user needs 

 “Risk” as suggested in the Policy Paper may be the answer 



Relevance of Net Income versus Comprehensive Income 

 We believe it is important to compare: 
  the total value relevance of: 

 net income; and 
 each OCI item; versus 

  the value relevance of comprehensive income  

Net Income 

Pensions 

Cash Flow 
Hedges 

Foreign Currency 
Translation  

AFS Assets 

Comprehensive 

Income 
Comprehensive 

Income 

No distinction 

between net 

income and 

OCI 
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Schéma adapté de  

Maurel, C., & Tensaout, M. 

(2014). Proposition d’un 

modèle de représentation et de 

mesure de la performance 

globale. Comptabilité - 

Contrôle - Audit, 3, 73–100 

Liens entre ces 

éléments?  
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Cadre 
conceptuel 

IFRS 

Concepts 
UE 

Prudence 

Prééminence  
du fond sur la forme 

Performance financière 

Juste valeur 

Compte de résultat 

Evaluation 

Utilisateurs des 
états financiers 

Eléments des états 
financiers 
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