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Foreword

The economic downturn has highlighted challenges in financial instrument
accounting. To address these challenges, the International Accounting Standards
Board (IASB) and Financial Accounting Standards Board (FASB) undertook a joint
project in late 2008 to reconsider all aspects of the accounting for these instruments.
Their aim is to improve the usefulness and increase the consistency of financial
instrument reporting through simplification and convergence of the current US and
international accounting models.
Despite the intention for this to be a joint project, the IASB and FASB have been
moving in separate directions.
The FASB’s direction represents a significant change to the existing financial
instruments accounting model. The FASB’s approach proposes that all financial
instruments are reported at fair value1, including bank loans and deposits. Whether
changes in fair value would go through net income or other comprehensive
income (OCI) depends on the underlying business purpose and structural
characteristics of the instruments. Fair value movements for trading securities,
derivatives and instruments with unpredictable cash flows would be reported in net
income. Changes in the value of longer lived instruments held for their cash flow
characteristics, such as loans and deposits, would be recorded in OCI.
The IASB’s approach, however, retains some of the existing mixed measurement
model of financial instruments accounting. Under the IASB’s approach, balance
sheet reporting places greater emphasis on the intended business purpose of an
instrument and an instrument’s structural characteristics. Those instruments with
less complex structures and held for their long-term cash flow characteristics would
be reported at amortised cost. For example, bank loans, deposits and non-trading
securities with simple, loan-like cash flows would be reported at amortised cost.
Trading instruments and those with more complex structures and unpredictable
cash flows would be reported at fair value, with changes in fair value included in
net income.
1
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The FASB’s proposed approach does not measure deposits of financial institutions at fair value. Instead, deposits
are measured using a new measurement model that is expected to produce measurements that are closer to
fair value than amortised cost. For ease of understanding, all references to ‘fair value’ in this document include this
new measurement approach.
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The different accounting proposals reflect the breadth of views held by financial
statement users, preparers and others involved in the ongoing debate. The passion
with which these opinions are held is evidenced by the volume and variety of print
and television editorials, blogs and articles, as well as comment letters sent to both
boards.
Broadly speaking, there are two competing views:
• Mixed measurement model – Financial instruments should be reported using a
mixed measurement model involving a combination of fair value and amortised
cost. Supporters of this view believe it provides the flexibility to measure and
report financial instruments in a manner that best reflects the business reason
for holding the instruments. Instruments held for their long-term cash flow
characteristics should be reported at amortised cost. The fair value of these
instruments does not reflect the primary business purpose for holding them;
these instruments should not therefore be measured and presented at fair value
in the balance sheet. For the same reason, changes in their fair values should not
be a component of net income. Supporters of this approach believe that relevant
fair value information for longer lived instruments should be disclosed in the
footnotes to the financial statements.

• Fair value model – All financial instruments should be reported at fair value
with amortised cost provided as supplemental disclosure. Supporters of this
approach believe that fair value measurement is the most relevant information
for investors when making decisions about capital allocation. They believe that,
while business purpose and management’s intent is an important consideration
in evaluating performance, fair value incorporates all market information
regarding financial instruments and their performance − not just management’s.
Moreover, fair value proponents perceive management’s strategy as being
subject to change. For that reason, business strategy should not be a primary
driver of accounting treatment − particularly in a dynamic market environment. In
light of the recent financial crisis, supporters also believe that fair value serves as
a vital early-warning system to investors during periods of declining asset values
and increasing risks.
Supporters of this model differ as to how changes in fair value should be
reported. Some believe all fair value changes should be reported as a
component of net income to provide maximum transparency. Others are
concerned over the distorting effects on net income of short-term fair value shifts
that may not be realised over the longer term. When those conditions exist,
movements in the value of instruments should be record in OCI, not net income.

Most supporters of the mixed measurement model believe that management’s
business purpose for holding an instrument is an important consideration in
evaluating the results of a company. Longer lived instruments that will be held for
the longer term should not reflect the effects of short-term market movements,
as those instruments are not intended to be sold or liquidated in the near term.
The positive and negative impacts of short-term market movements, such as in
the recent period of market dysfunction, can inappropriately create unpredictable
and stressful swings in an entity’s core earnings that do not reflect the economic
results from holding those instruments. Supporters believe that instruments that
may be sold in the near term (e.g. trading assets), or complex instruments where
the cash flows cannot be reliably predicted should be reported at fair value and
changes in their fair value reflected in net income.
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What do investment professionals think?

Despite the importance of financial reporting standards to the capital markets,
only a small percentage of financial statement users have expressed their views
formally on how to improve the accounting for financial instruments. Comment
letters on proposed standards tend to be dominated by accounting firms,
preparers, trade groups and academics. For this reason, we decided to gain firsthand a better understanding of how individual investment professionals view the
alternative approaches to measuring financial instruments and to share those views
more broadly.

Through conversations with individuals from diverse investment disciplines, we
sought to address some of these questions. We took our discussions beyond
technical positions, theories or any detailed proposals. Our intention was to
understand their practical perspectives and, importantly, how they use financial
instrument information in their analysis.
The results of our discussions are intended to offer yet another avenue for
investment professionals to provide useful input into the ongoing discussions on
accounting and reporting for financial instruments.

The investment community is a diverse group. There are ‘long-only’ investors
and those who ‘short sell’; technicians and fundamentalists; and credit analysts,
equity analysts and rating agencies. Each group and individual group members
will emphasise different types of data according to their investment objectives,
valuation methodologies, company-specific factors and the health of the economic
cycle, among other factors. These mixed perspectives and objectives suggest that
the relative importance of information about financial instruments and how it is used
by investment professionals might also vary. As a result, despite extensive efforts,
standard setters and other interested parties often find it difficult to ascertain what
information is vital to financial statement users as opposed to what may merely be
of interest. For example:
• If users want fair value information, what is the relative importance of that
information compared to other types of data that they use when analysing a
company?
• How do investment professionals use financial instrument information as
compared to other data available in the market or disclosed by companies?
• Does the presentation location of fair value information (primary financial
statements versus footnotes) matter to investors?
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Summary of findings

We surveyed a geographically diverse sample of investors and analysts to gain a
better understanding of their perspectives on accounting and reporting for financial
instruments. Our findings, which are based on 62 in-depth, person-to-person
interviews with investment professionals, offer insight into the use of financial
instrument information in their analytical processes. Our goal was not to establish
definitive conclusions or positions on financial instrument accounting but to capture
and present views held by a variety of investment professionals. We heard a
number of opinions from survey respondents on all sides of the debate, but some
consistent trends in survey responses were noted.
• A majority of respondents favour a mixed measurement model, with fair value
reporting for shorter lived instruments and amortised cost reporting for longer
lived instruments (particularly bank loans and deposits) when the company
intends to hold those instruments for their contractual cash flows. This view is
held consistently across all the geographies and industry sectors included in the
survey sample.

• Respondents voice a consistent desire for improved disclosure of fair value
information. Specific improvements cited include detailed but not excessive
information about portfolio composition and risk factors, valuation methods and
assumptions, and sensitivity analyses for movements in key assumptions.
• There is widespread support for an impairment model based on expected losses,
as opposed to one based on incurred losses. This preference is accompanied by
a desire to define how an expected loss model would be applied. Respondents
voice concern that if loosely defined, an expected loss model could lead to
excessively subjective reserving in order to facilitate earnings management.
Throughout our analysis, we have highlighted any material differences that arose
between groups of investment professionals (whether by geography or by industry
sector). Such differences are very limited, as the survey results were generally
consistent across all geographic and industry sectors of the sample.

• Respondents that favour the mixed measurement model think the information
better reflects an entity’s underlying business and economic reasons for holding
an instrument. They also stress the importance of keeping net income free from
fair value movements in instruments that are held for long-term cash flow rather
than for short-term trading gains.
• Fair value information for financial instruments is considered relevant and
valuable by most respondents but is not necessarily the key consideration in
their analysis of an entity. It is used in a variety of ways by respondents, but
usually as they form their views on an entity’s liquidity or capital adequacy or in
an enterprise value calculation. It is seldom used as an indicator of future cash
flow generation.
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About this survey

Our survey process was structured to obtain investor and analyst responses across
geographic regions, key industries (e.g. banking, insurance, generalists), analyst
specialisms (e.g. equity analysts and credit analysts), and by nature of organisation
(e.g. buy side, sell side and credit rating agency). In total, we interviewed 62
individuals. Our sample size and composition was not statistically based. We
acknowledge that our results may not be representative of the views of all
investment professionals. Rather, we worked to gather and share an array of views
from a sample cross-section of the investor and analyst community.
Our interviews were conducted in the first quarter of 2010. The discussions were
person to person and typically lasted about one hour. The interviews were intended
to engage participants in meaningful conversations that focused on learning how
they used financial statement information and what changes they would make to
improve that information.

Survey respondents:
By geography
4%

US
16%

15%

23%

Europe
51%

21%
38%

US
23% Asia Pacific

Non-US

34%
39%

38%

By nature of organisation

Buy side
Sell side
Buy side
Credit rating
Sell
Buy side
side
Credit
rating
Sell
side
By industry specialism
Insurance
Credit rating
Banking
Insurance
Generalist
Banking
Insurance
Generalist
Banking
Equity
Generalist
By investment
class
Fixed income
Equity
Fixed
Equityincome
Fixed income
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42%
42%
42%
16%
42%
42%
16%
42%
41%
16%
49%
27
41%
10%
49%
27
41%
10%
49%
27
76%
10%
24%
76%
24%
76%
24%

23
23
23

14
814
12
14
84
12
8
4
12
4
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Survey findings
1

How financial instrument information is used

1.1 What type of measures of corporate performance is most useful to you 		
when assessing an entity for purposes of analysing and investing in that 		
company? (select all that apply)

100%

1.2 How do you use the fair value of financial instruments for purposes of 		
analysing or investing in a company? (select all that apply)

As a factor in determining capital adequacy

79%

As an input into an enterprise
value calculation

53%

70%

Measuring an entity's liquidity

50%

60%

Future ability to generate cash
flows over the long term

23%

I don't use fair value of financial instruments
when evaluating companies

8%

Total
Banking

90%

Insurance

80%

50%

Other*

Qualitative disclosures (risk,
strategy, governance, etc.)

Credit experience

Fair value of financial instruments

Return on equity/return on assets

Expense-to-revenue efficiency

Future earnings growth rate

Future ability to generate
positive cash flows

Net interest spread/profit margin

40%

*Other measures cited include quality of management, regulatory capital measures, other solvency measures, claims history, etc.

Participants in the survey tell us all of the types of information we listed in
Figure 1.1 are useful. However, we sought to understand the relative importance
of information about the fair value of financial instruments and to learn how
such information is used by respondents. The results suggest that, while survey
participants view fair value information as important (69%), they place greater
weight on a variety of other information used in their analyses.
What investment professionals say about financial instrument reporting

5

Insurance sector respondents place greater importance on financial instrument data
than their banking sector counterparts. Compared to banks, insurers typically have
a much larger portion of their balance sheets invested in marketable securities, most
of which are measured at fair value under IFRS and US GAAP. Banks typically hold a
much larger portion of their assets in loans, most of which are currently measured at
amortised cost.
While the investment professionals interviewed draw on fair value information for a
variety of purposes, the most frequent uses cited in Figure 1.2 relate to short-term
measures. Many say that they view sizable fair value declines or unrealised losses
as risk indicators rather than as indicators of future cash flow. Such declines or
unrealised losses can prompt investors and analysts to look more closely at the
possibility of future impairment charges. In these cases, participants sometimes use
the fair value information when developing their assessments of liquidity or capital
adequacy.
How financial instrument information is used
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1.3 When evaluating banks and insurance companies, where do you obtain 		
most of your information regarding the financial instruments they hold? 		
Rate the general importance of the sources of information.

Primary financial statements

78%
90%
55%

Footnotes/disclosures to
primary financial statements

86%
85%
84%

Regulatory filings

71%
71%
75%

Press releases/earnings releases

58%
79%
25%

Company briefings/
meeting with management

75%
77%
78%

Management discussion and analysis

67%
66%
66%

Other *

96%
100%
94%

We asked participants about where they obtain financial instrument information.
Our objective was to understand the relative importance of data reported in
financial statements as compared to other potential sources of financial instrument
information. The results suggest that while financial statements provide important
information, there are other sources of information that may be of equal or greater
importance to respondents in their analysis of an entity.
Most respondents indicated that they use the ‘high-level’ information found in
the primary financial statements (78%). They use primary financial statements as
a useful starting place and foundation for analysis and as a way to get a quick
‘snapshot’ of an institution. For in-depth analysis, including portfolio composition,
risk factors and valuation methodologies, they rely on the additional detail
contained in financial statement footnotes (86%) and regulatory reports (71%) in
their assessment.
Among respondents focused on the insurance sector, there appears to be
significantly less reliance placed on information found in the primary financial
statements (55%) as compared to footnote disclosures (84%) and regulatory
reports (75%). These respondents seem to use footnote and regulatory
information for the details needed to understand the economics and performance
of separate and distinct business lines (life, health and property & casualty) within
many insurers.
Interview respondents cited a number of additional sources for information on
financial instruments, which they use for a variety of reasons, including ease of
access, data reliability and timeliness.

Total
Banking
Insurance

*Analysts reports, industry surveys, market-based data sources, comparable trades and pricing services.
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1.4 When evaluating a typical bank or insurance company, do you make 		
significant adjustments to financial instrument information reporting 		
either in the primary statements or in the disclosures? (select one)

5%

16%

34%

33%

4%

Always

23%

Usually

21%
38%

Occasionally
US

Non-US

23%Never
39%

28%

38%

1.5 If you always or usually make adjustments, is it because: (select all
that apply)

Measurement/valuation basis is not helpful

42%

Mismatch between measurement/valuation method
used for assets and the liabilities that fund them

45%

Manner in which values are used in reporting
income statement impact is not useful

40%

Reflect the affect of different valuation assumptions

53%

Other*

21%

We sought to learn how often users adjust reported information to fulfil their
analytical needs.
Nearly two-thirds of the financial statement users interviewed always or usually
adjust reported values for financial instruments. Adjustments are typically made to
eliminate non-recurring profit and loss events from core earnings, apply different
valuation assumptions, eliminate asset/liability mismatches or update balance
sheet data for post year-end market movements.
The reasons for, and methods of, adjusting financial information are varied and
depend on particular facts and circumstances. Several respondents explained
that they try to assess and adjust for indications of unusual risk, concern over
management bias or significant uncertainties.
When asked about the measurement of illiquid financial instruments, respondents
stress the need for improved disclosures to help them better understand the
assumptions that impact management’s fair value estimates. In their view, any
additional disclosures should be sufficient to allow financial statement users to
make informed adjustments to the financial instruments data without overwhelming
them with excessive data.

5
*Lack of transparency, management bias, other uncertainties
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2

Confidence in the current financial reporting model

2.1 Do you have the same level of confidence in the quality of information about
financial instruments presented as footnote disclosures only versus
information reported in the primary financial statements? (select one)

The primary financial statements and disclosures are sufficiently useful as currently presented.

13%

Only disclosures need to be improved. The information provided in primary financial statements
is sufficiently useful as currently presented.

40%

I have more confidence in information presented in the footnotes

Only primary financial statements need to be improved. The information provided in disclosures
is sufficiently useful as currently presented.

0%

I have equal confidence in information in the primary statements and footnotes

Both the primary financial statements and disclosures are not sufficiently useful and need to
be improved.

47%

11%

5%

16%

9%

9%

I have more confidence in information presented in the primary statements
10%

80%

2.2 Is the financial instrument information presented today sufficient for
your needs? (select one)

74%

86%

Some interested parties that have publicly voiced their opinion in the fair value
debate believe information provided only in footnote disclosures is less reliable and
receives less scrutiny by management, auditors and investors. They argue that, for
fair value information to be meaningful, it should be presented on the face of the
financial statements. However, the overwhelming majority (80%) of the investment
professionals interviewed disagree. They believe that information presented in the
footnotes is of equal quality to that presented in the primary financial statements.
Some survey respondents mentioned the relationship between location and the
timing of information to the market. Earnings releases, they say, usually only
contain balance sheet and income statement information. Footnote information is
usually released later, when interim financial statements are presented. A handful
of respondents suggested that if parenthetical disclosure of fair value information
on the balance sheet is required for instruments measured at amortised cost,
supplemental fair value information would be disclosed concurrently with amortised
cost information. However, a similar number of respondents said such an approach
would create a cluttered and confusing balance sheet or could further delay reported
results, as some companies may need more time to compile fair value information.
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In discussing this question with the investment professionals surveyed, we tried
to determine whether they thought the current financial instrument accounting
and presentation model could be improved. Should the entire financial instrument
accounting and reporting model be reworked, or is it just a matter of providing more
and clearer information about how financial instruments are structured and valued?
A sizeable majority (87%) of respondents believe that financial instrument
disclosures need to be improved. This group is split between two camps.
Some believe only disclosures need to be improved (40%); others believe that
the financial instrument information in both primary financial statements and
disclosures need to be improved (47%).
With respect to disclosures, survey respondents generally said that additional
information about how financial instruments are valued, their sensitivity to changes
in key assumptions and more details about portfolio composition and risk would be
the best way to improve reporting. However, at the same time, they are wary about
too much disclosure and getting overwhelmed by too much dense, technical data.

Confidence in the current financial reporting model
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3

Measurement and presentation of financial instruments

3.1 Which factors should determine how financial instruments should be 		
reported? (select all that apply)

An entity’s business intent or business model (e.g. to hold for long-term cash flow generation,
trading, etc.)

72%

The instrument type (e.g. all debt securities should get consistent accounting treatment by
all entities)

47%

The instrument’s characteristics (e.g. complex instruments with highly variable returns vs. those
with a fixed maturity date and highly predictable cash flows)

68%

Reporting rationale is not important as long as the information is reported consistently and
comparably across companies.

40%

Many of the investment professionals we interviewed appear to disagree with the
financial instrument measurement and presentation model proposed by the FASB.
Under this model, financial instruments would be reported on the balance sheet
at fair value, regardless of the business model for an instrument or an instrument’s
characteristics. The business model is considered only when assessing whether
changes in fair value should be reflected in the income statement (e.g. for trading or
other short term instruments) or in OCI (e.g. for instruments held for their long-term
cash flow characteristics).

Much has been said about the best way to measure and report financial
instruments. Should measurement and presentation be driven by management’s
intent or an entity’s business model? Should the type and complexity of the
financial instrument be the primary focus? And should one consistent measurement
and presentation model be applied across all entities and financial instruments for
ease of comparison between companies?
Respondents across all geographic regions and industry sectors consistently
express a preference for both the entity’s business model (72%) and instrument
characteristics (68%) to be the primary consideration when determining balance
sheet classification and measurement of an instrument. This approach is consistent
with the IASB’s model.
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3.2 For those balance sheet line items that you typically use, how important is
it that the information be reported at fair value or amortised cost? 		
Should that information be presented in the primary financial statements or
the footnotes? For those line items where fair value may be considered, 		
should changes in value flow through to net income or to OCI?

Where do you want the information
presented?
BS = balance sheet
FN = footnote/disclosure
I = indifferent
Fair value
Amort cost

Measurement basis
Scale of 1 to 100
(1 = not important,
100= very
important)

Assets
Loans held for sale
Loans held for long term
Debt securities
Held to maturity
Available for sale
Equities
Non-trading
Other
Trading securities
(debt & equity)
Derivatives (assets &
liabilities)
Liabilities
Core deposits of
depository institutions
An entity’s own longterm debt

If at fair value
on the balance
sheet, should
changes in values
flow thru income
statement
or OCI?

Fair
value

Amort
cost

BS

FN

I

BS

FN

I

Net
income

OCI

80
58

61
88

64
17

20
63

16
20

24
76

59
11

17
13

73
37

27
63

71
91

79
60

38
64

40
14

22
22

57
24

23
50

20
26

27
36

73
64

91

54

70

16

14

23

51

26

48

52

97

33

81

4

15

12

62

26

86

14

95

32

75

10

15

11

57

32

81

19

55

89

21

60

19

82

8

10

37

63

60

86

29

53

18

72

15

13

43

57

What investment professionals say about financial instrument reporting

After learning the variety of views on measurement and reporting concepts for
financial instruments, we sought to learn the relative importance to investment
professionals of fair value and amortised cost information across a wide spectrum
of financial instruments. We also wanted to understand their perspective of how
and where information should be reported to be most relevant and useful.
Across all regions and industry sectors, our sample indicates that both fair value
and amortised cost information provides important and useful information for most
types of financial instruments.
Based on our interview results, however, fair value is thought to be much more
important than amortised cost for shorter term instruments − or those likely to
be sold or settled soon, including loans held for sale, trading instruments, and
derivative assets and liabilities. Consistent with that view is the desire to see fair
value measurement on the balance sheet and changes in value reported in net
income for those instruments.
By contrast, for instruments of a longer term nature (loans held for the long term,
deposits, an entity’s own debt), respondents favour amortised cost for the balance
sheet and the income statement, with fair value information provided in the
footnotes. Respondents tell us that a mixed measurement model of reporting based
on a company’s business model results in a balance sheet and income statement
that best reflects the underlying economics and performance of a company.
Fair value information for longer lived instruments is also considered to be
important by respondents. However, they believe disclosure is the most appropriate
way for it to be reported for these types of instruments.
In addition, respondents were asked if their views about the relative importance
of fair value information for non-trading debt and equity securities would change
based on the liquidity or illiquidity of an instrument. In almost every interview,
respondents’ views were unchanged whether an instrument was liquid or illiquid.

Measurement and presentation of financial instruments
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3.3 Do you believe it is important for there to be consistent measurement 		
and recognition methods between assets and the liabilities that fund them
(e.g. between loans and core deposits or between investments and 		
insurance liabilities)? (select one)

24%

29%

Yes, but only when
there is direct linkage and5%
similar economic characteristics
16%
between a liability and the asset that it is funding 9%
Yes, in all cases regardless of whether the funding relationship is direct
10%
(e.g. between a specific assets and liabilities) or aggregate
(e.g. between a bank's loan portfolio and core deposits)

3.4 If the change in value of a financial instrument includes an impairment, 		
should the credit-related component of the impairment be presented 		
separately from the non-credit component? (select one)

11%

Yes, in all cases
29%
Yes, but not for trading instruments; only for instruments held for
the long-term collection or payment of cash flows.

23%

Yes, but only in the footnotes.

No
47%

74%

86%

The survey results suggest that a majority of respondents across all regions and
industry sectors believe some degree of consistency in the measurement and
recognition of assets and the liabilities that fund them is useful. However, when
looking at this sub-group’s responses to the questions in Figure 3.2, there is no
clear consensus as to what the preferred measurement basis should be: about a
third favour loans and deposits to be presented at fair value; another third favour
loans and deposits to be presented at amortised cost; the remaining third have no
clearly defined opinion on the topic.
Those respondents who are not concerned with consistency in measurement and
recognition believe it is important for information to be measured in a manner that
most accurately reflects the impact on an entity’s core business. For instance,
while fair value of core deposits may provide some useful information regarding an
institution’s funding, deposits are ultimately expected to be satisfied at their face
value and should be reported that way.

What investors say about financial instrument reporting

37%

No

Most respondents believe that separately reporting the components of an
impairment charge provides additional useful information about factors
underlying the charge. Most respondents (89%) view credit-related impairment
charges differently from those related to other conditions, such as illiquidity, and
want that information clearly delineated. However, there is some disagreement
as to where the information should be presented. While most of those supporting
separation say the information should be reported in the primary financial
statements, a significant minority (23%) say the information should only be
reported in the footnotes.

Measurement and presentation of financial instruments
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3.5 What approach should be used to recognised a credit impairment?
(select one)

23%

77%

23%

Reserves should be established over the life of the instrument beginning
at inception of ownership based on expected cash flows and defaults
based on the specific characteristics of investment security such as
collateral, structure, tenor, etc. (expected loss model).

3.6 Once an impairment charge has been recorded, if the impairment 			
‘reverses’ or ceases to exist, should any impairment charges be allowed
to be reversed and reported?

4%

Yes
No

When an event has occurred indicating that a credit loss exists
(incurred loss model).
77%

Asset impairment is central to the financial instrument discussion. A large majority
of respondents are dissatisfied with the current incurred loss model and would
prefer a credit loss model based on expected losses.
Survey participants overwhelmingly believe that the incurred loss model delays
loss recognition until well after a loss could be reasonably estimated. Most believe
that an impairment model based on expected credit losses provides a more
practical, realistic and timely recognition of credit risk and loss. But many of those
same supporters of an expected loss approach caution that clear definitions and
methods need to be developed and consistently applied. They express concern
that if left unconstrained, some applications of expected loan loss reserving could
become too subjective. Taken to its extreme, some fear that these potentially
subjective estimates could result in excess provisioning in good years, leading to
earnings management.
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Under US GAAP, most impairment charges create a new cost basis and cannot
be reversed regardless of improvements in market conditions. Under IFRS,
impairments related to debt instruments can be reversed but those related to
equities cannot. Respondents are nearly unanimous in their view that impairment
reversals should be allowed when conditions warrant. Most believe that the reversal
should be reported in the same manner in which the original charge was taken.

In undertaking this survey, we sought to capture and report the views of a
significant and diverse sample of investment professionals on some of the key
questions involving the measurement and reporting of financial instruments.
We hope our survey has achieved that objective and that the results will prove
useful to those involved in the debate.

Measurement and presentation of financial instruments
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Contacts
To have a deeper discussion about financial instrument reporting, please contact:
Don McGovern
Vice Chairman, Assurance
donald.mcgovern@us.pwc.com
+1 646 471 5354

John Hitchins
Global Chief Accountant
john.hitchins@uk.pwc.com
+44 207 804 2497

Robert Sullivan
Global Banking and Capital Markets Leader
robert.p.sullivan@us.pwc.com
+1 646 471 8388

Ian Dilks
Global Insurance Leader
ian.e.dilks@uk.pwc.com
+44 207 212 4658
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This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice.
It does not take into account any objectives, financial situation or needs of any recipient; any recipient should not act upon the
information contained in this publication without obtaining independent professional advice. No representation or warranty (express
or implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the extent permitted
by law, PricewaterhouseCoopers LLP, its members, employees and agents do not accept or assume any liability, responsibility or
duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this
publication or for any decision based on it.
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