
��

�R������R�������F��������F�����������������VV������������������

��V������������������D�����������V������V����� '2,��KWWSV���GRL�RUJ����������MIU�Y�L������

Journal�of�Finance�Research

KWWSV���RMV�V�S�VJ�LQGH[�SKS�MIU

REVIEW

How�to�Recognize�and�Measure�Compound�Financial�Instruments?�

Yan�Wang� Zhuqian�He�� Shijia�Yan���

���6FKRRO�RI�$FFRXQWLQJ��*XDQJGRQJ�8QLYHUVLW��RI�)RUHLJQ�6WXGLHV��*XDQJ]KRX��*XDQJGRQJ����������&KLQD
���6FKRRO�RI�$FFRXQWLQJ��*XDQJGRQJ�8QLYHUVLW��RI�)LQDQFH���(FRQRPLFV��*XDQJ]KRX��*XDQJGRQJ����������&KLQD
���&ROOHJH�RI�0DQDJHPHQW��=KRQJNDL�8QLYHUVLW��RI�$JULFXOWXUH�DQG�(QJLQHHULQJ��*XDQJ]KRX��*XDQJGRQJ����������&KLQD�

$57,&/(�,1)2 $%675$&7

�UWLFOH�KLVWRU�

5HFHLYHG�����0DUFK�����

5HYLVHG����$SULO�����

$FFHSWHG����$SULO�����

3XEOLVKHG�2QOLQH�����$SULO������

%DVLQJ�RQ� WKH�;LDRPL�FDVH�� WKLV�SDSHU�GLVFXVVHV� WKH�PRVW�DSSURSULDWH�

accounting�treatment�of�compound��nancial�instruments�under�the�frame�

ZRUN�RI� ,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV� �,)56��DQG�KRZ�

RWKHU�FRPSUHKHQVLYH�LQFRPH��2&,��SOD�V� LPSRUWDQW� UROH� LQ� LW��2YHUDOO��

this�paper�provides�some�references�for�policymaker�to�standardize��nan�

FLDO�LQVWUXPHQWV�VWDQGDUG��

.H�ZRUGV�

)LQDQFLDO�LQVWUXPHQWV

$FFRXQWLQJ�WUHDWPHQW

2WKHU�FRPSUHKHQVLYH�LQFRPH�

�&RUUHVSRQGLQJ��XWKRU�

=KXTLDQ�+H

)HPDOH��3RVWJUDGXDWH�VWXGHQW�RI�&ROOHJH�RI��FFRXQWLQJ��*XDQJGRQJ�8QLYHUVLW��RI�)LQDQFH���(FRQRPLFV�

&RUUHVSRQGHQFH��GGUHVV��6FKRRO�RI��FFRXQWLQJ��*XDQJGRQJ�8QLYHUVLW��RI�)LQDQFH���(FRQRPLFV��1�������XQWRX�5RDG��+DL�KX�

'LVWULFW��*XDQJ�KRX��*XDQJGRQJ����������&KLQD�

(PDLO�������������TT�FRP

�ERXW�RWKHU�DXWKRUV�

�DQ�:DQJ��

)HPDOH��3URIHVVRU�RI�6FKRRO�RI��FFRXQWLQJ��*XDQJGRQJ�8QLYHUVLW��RI�)RUHLJQ�6WXGLHV�

6KLMLD��DQ��

)HPDOH��6WXGHQW�RI�&ROOHJH�RI�0DQDJHPHQW��=KRQJNDL�8QLYHUVLW��RI��JULFXOWXUH�DQG�(QJLQHHULQJ��

)XQG�3URMHFWV�

2QH�RI�WKH�UHVHDUFK�UHVXOWV�RI�QDWLRQDO�VRFLDO�VFLHQFH�IXQG�JUDQWHG�SURMHFW�����*�������*XDQJGRQJ�1DWXUDO�6FLHQFH�IXQG�JUDQWHG�

SURMHFW� ������������������3URMHFW�DSSURYHG�E��*XDQJGRQJ�8QLYHUVLW��6WXGHQW�,QQRYDWLRQ�DQG�(QWUHSUHQHXUVKLS�(GXFDWLRQ�

5HVHDUFK�&HQWHU��DQG� IXQGHG�E��*XDQJGRQJ�8QLYHUVLW��RI�)LQDQFH���(FRQRPLFV��������������������8QLYHUVLW��.H��5HVHDUFK�

3URMHFWV�LQ�*XDQJGRQJ�3URYLQFH������:=';0�����7KH�7HDFKLQJ�4XDOLW��DQG�7HDFKLQJ�5HIRUP�3URMHFW�RI�8QLYHUVLW��LQ�*XDQJGRQJ�

3URYLQFH�LQ�������7HDFKLQJ�7HDP�3URMHFW��,QWHUQDWLRQDO�7HDFKLQJ�7HDP�IRU��FFRXQWLQJ�0DMRU���

1.�Introduction

,
Q�-XQH�������DV� VRRQ�DV� WKH�SURVSHFWXV�RI�;LDRPL�

ZDV�GLVFORVHG�E��&KLQD�6HFXULWLHV�5HJXODWRU��&RP�

PLVVLRQ��;LDRPL�V��SX]]OLQJ�� ILQDQFLDO�VWDWHPHQW�

WULJJHUHG�KHDWHG�GLVFXVVLRQV��$FFRUGLQJ�WR�,QWHUQDWLRQDO�

)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV��,)56��� LQ�������;LDRPL�

ORVW������ELOOLRQ��XDQ�50%��%XW�LI�;LDRPL�GLGQ�W�DSSO��

,)56�� LW�ZRXOG�SURILW�����ELOOLRQ��XDQ�50%��7KH�GLI�

IHUHQFH�EHWZHHQ� WKH� WZR� LV������ELOOLRQ��XDQ�50%��RI�
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ZKLFK�RQO��FRQYHUWLEOH�UHGHHPDEOH�SUHIHUUHG� VKDUHV�FDQ�

increase�pro�t�by�54.1�billion-yuan�RMB.�And�if�exclude�

the�in�uence�of�convertible�redeemable�preferred�shares,�

;LDRPL�V�RZQHUV��HTXLW��FDQ�FKDQJH�IURP�QHJDWLYH�������

ELOOLRQ��XDQ�50%�WR�SRVLWLYH������ELOOLRQ��XDQ�50%��6R�

what�is�Xiaomi’s�real��nancial�situation?�Is�a�serious�loss�

or�a�high�pro�t?�Is�it�insolvent�or�powerful?

7KH�HVVHQWLDO�TXHVWLRQ� LV� WKH�DFFRXQWLQJ� WUHDWPHQW�RI�

FRPSRXQG�ILQDQFLDO� LQVWUXPHQWV��:KHQ�PHDVXULQJ�FRQ�

YHUWLEOH�UHGHHPDEOH�SUHIHUUHG�VKDUHV��;LDRPL�LQGLFDWHG�

WKDW�EHFDXVH�LW�GLGQ�W�PHHW�WKH��IL[HG�WR�IL[HG��VWDQGDUG�

RI� ,QWHUQDWLRQDO��FFRXQWLQJ� 6WDQGDUG�1R����� �,�6����

DQG�WKH�FUHGLW� ULVN�RI�WKH�OLDELOLW��OHG�WR�OLWWOH�IDLU�YDOXH�

FKDQJHV�� LW�ZDV� UHFRJQL]HG�DV� ILQDQFLDO� OLDELOLWLHV�ZKLFK�

ZHUH�PHDVXUHG�DW�IDLU�YDOXH�DQG�IDLU�YDOXH�FKDQJHV�ZHUH�

LQFOXGHG� LQ�SURILW� DQG� ORVV��$FFRUGLQJ� WR� WKH�SULQFLSOH�

RI�SUXGHQFH��;LDRPL�GLYLGHG�LWV�FRQYHUWLEOH� UHGHHPDEOH�

preferred�shares�into��nancial�liabilities.�But�this�debt�has�

neither�legal�signi�cance�nor�economic�essence,� it’s�only�

D�SXUH�WKHRUHWLFDO�YLUWXDO�GHEW��$QG�LW�HYHQWXDOO��WULJJHUHG�

“puzzling”��nancial�statement�problems�and� reduced�ac�

FRXQWLQJ�LQIRUPDWLRQ�TXDOLW��

7KHUH�DUH�WKUHH�DSSURDFKHV�WR�LPSURYH�WKH�DFFRXQWLQJ�

LQIRUPDWLRQ�TXDOLW��RI�FRPSRXQG�ILQDQFLDO� LQVWUXPHQWV��

����LQFOXGLQJ�IDLU�YDOXH�FKDQJHV�LQWR�2&,������LQWURGXFLQJ�

�PH]]DQLQH�HTXLW���LWHPV������ UHFRJQL]LQJ�WKH�YDOXH�RI�

GHEW�FRPSRQHQW�DQG�HTXLW��FRPSRQHQW�VHSDUDWHO���$PRQJ�

three�approaches�above,� the��rst�has�stronger�operability�

DQG�WKH�ORZHVW�FRVW��7KH�VHFRQG�KDV�JUHDWHU�DGYDQWDJHV�LQ�

understandability�and� impact�on��nancial�statement.�The�

WKLUG�KDV�ZHHN�RSHUDELOLW��DQG�VWULFW� FRQVWUDLQWV��8QGHU�

WKH� IUDPHZRUN�RI� ,)56�� WKH� ILUVW� DSSURDFK� LV� WKH�PRVW�

preferable�one.�Accordingly,�this�paper�focuses�on�the��rst�

DSSURDFK�

2.�The�Most�Appropriate�Accounting�Method�
of�Compound�Financial�Instruments

About�the�initial�recognition�of��nancial�instruments,�for�

FRPSRXQG�ILQDQFLDO� LQVWUXPHQWV�ZLWK�GXDO�DWWULEXWHV�RI�

liability�and�equity,� it�has�always�recognized�as��nancial�

OLDELOLWLHV�RU�HTXLW��LQVWUXPHQWV�LQWHJUDOO���8QGHU�WKH�LGH�

RORJ��RI��PLQLPL]DWLRQ�RI�HTXLW����VLQFH�WKH� UHFRJQLWLRQ�

RI�HTXLW��LQVWUXPHQWV�QHHGV�WR�PHHW�WKH��IL[HG�WR�IL[HG��

VWDQGDUG��PRVW�HQWHUSULVH� UHFRJQL]HV� WKHP�DV� ILQDQFLDO�

OLDELOLWLHV�LQ�SUDFWLFH��+RZHYHU��LW�ZLOO� OHDG�WR�D�VLWXDWLRQ�

that�“the�more�pro�t�the�enterprise�makes,�the�more�loss�it�

con�rms”,�which�is�contrary�to�business�logic.�In�fact,�we�

FDQ�DGRSW�DQRWKHU�WKRXJKW����PD[LPL]DWLRQ�RI�HTXLW���WR�

UHOD[�WKH�FRQGLWLRQV�IRU� WKH� UHFRJQLWLRQ�RI�HTXLW��LQVWUX�

ments,�not�only�restricted�to�“�xed-to-�xed”�standard.

In�terms�of�the�subsequent�measurement�of��nancial�in�

struments,� throughout�the��nancial�instrument�standards,�

the�fair�value�changes�are�either�included�in�pro�t�and�loss�

RU�2&,��)URP�;LDRPL�FDVH��ZH�FDQ� VHH�WKDW� WKH� IRUPHU�

KDV�KXJH�LPSDFWV�RQ�SURILW�LQGLFDWRUV��DQG� WKHUH�ZLOO�EH�

D�SX]]OLQJ�SKHQRPHQRQ�RI� �WKH�KLJKHU� WKH�YDOXDWLRQ�RI�

HQWHUSULVHV�� WKH�PRUH� VHULRXV�WKH�ORVV��� ,)56�1R�����)L�

QDQFLDO�,QVWUXPHQWV�SRLQWV�RXW�WKDW�2&,�VKRXOG�EH�XVHG�WR�

re�ect�the�fair�value�changes�caused�by�the�credit�risk�of�

�nancial� liabilities�of�enterprises�themselves.�The�revised�

$FFRXQWLQJ�6WDQGDUGV�IRU�%XVLQHVV�(QWHUSULVHV�1R�������

5HFRJQLWLRQ�DQG�0HDVXUHPHQW�RI�)LQDQFLDO�,QVWUXPHQWV��

ZKLFK�LV�SURPXOJDWHG�E��&KLQHVH�0LQLVWU��RI�)LQDQFH�LQ�

March�2017,�stipulates�that��nancial�asset�should�use�fair�

YDOXH� WKURXJK�2&,� �)972&,��WR�PHDVXUH� LI� LWV�KROGLQJ�

purpose�includes�both�contract�cash��ow�and�sale.

$Q�HQWHUSULVH�V� LQFRPH� LQFOXGHV�FRUH� LQFRPH� DQG�

WUDQVLWRU��LQFRPH�>�@�2&,�DULVHV� IURP�UDQGRP�ZDON�SUR�

FHVVHV�DQG�VKRXOG�EH�]HUR� LQ�H[SHFWDWLRQ�� WKXV�EHORQJV�

WR� WUDQVLWRU�� LQFRPH�>���@�$FFRUGLQJ� WR�D� UHFHQW� VWXG���

earnings-price-ratio�is�the�most�effective�measure�of��rm�

YDOXH� LQ�&KLQD�>�@�2&,�KDV�YDOXH� UHOHYDQFH�� LV� FRUUHODW�

HG�ZLWK�VWRFN�SULFH�>���@�7KXV�� DOWKRXJK�2&,�VKRXOG�EH�

WUDQVLWRU��LQ�QDWXUH��LW� DOVR�FDQ�IDYRU�LQYHVWRUV� WR�PDNH�

GHFLVLRQV��7KDW�V�PHDQV��LI�XVH�)972&,�WR�UHFRJQL]H�DQG�

measure�compound��nancial� instruments,� the�accounting�

LQIRUPDWLRQ�TXDOLW��DOVR� LPSURYHG��7DNHQ� WRJHWKHU��ZH�

FDQ�FRQVLGHU�H[SDQGLQJ�WKH�VFRSH�RI�2&,�DSSURSULDWHO��WR�

DOORZ�WKH�IDLU�YDOXH�FKDQJHV�FDXVHG�E��HDUQLQJV�H[SHFWD�

WLRQV�DQG�QRQ�WUDGDEOH�HTXLW��YDOXDWLRQ�� WKDW� LV�PHDVXUH�

WKH�LQYHVWPHQW�DW�)972&,�>�@�For�the�compound��nancial�

LQVWUXPHQW� WKDW�ERWK�IRU�FRQWUDFWXDO�FDVK� IORZ�DQG�VDOH��

)972&,�FDQ�QRW�RQO��DOOHYLDWH�WKH� LOORJLFDO�SRLQWV�PHQ�

tioned�above,�but�also�re�ect�the�large��uctuation�of�own�

HU�V�HTXLW��ZKHQ�WKH�DPRXQW�RI�IDLU�YDOXH�FKDQJHV�LV�KXJH�

3.�Summary�and�Conclusions

;LDRPL�V��SX]]OLQJ��ILQDQFLDO� VWDWHPHQW�KDYH�OHG�XV� WR�

UHFRQVLGHU�WKH�PRVW�DSSURSULDWH�DFFRXQWLQJ� WUHDWPHQW�RI�

FRPSRXQG� ILQDQFLDO� LQVWUXPHQWV��8QGHU�WKH� IUDPHZRUN�

RI�,)56�� WKLV�SDSHU�SURYLGHV�WZR�VROXWLRQV��7KH�ILUVW� LV�

EDVHG�RQ�WKH�FRQFHSW�RI��PD[LPL]DWLRQ�RI�HTXLW����UHOD[�

LQJ�WKH�FRQGLWLRQV� IRU�UHFRJQL]LQJ� ILQDQFLDO� LQVWUXPHQWV�

as�equity�instruments.�The� second�is�for��nancial� instru�

PHQWV� WKDW�ERWK� UHFHLYH�FRQWUDFWXDO�FDVK�IORZV�DQG� IRU�

VDOH��XVLQJ�)972&,�WR�PHDVXUH��2&,�LV�FORVHO��UHODWHG�WR�

WKH�DFFRXQWLQJ�WUHDWPHQW�RI�ILQDQFLDO� DVVHWV��,Q� WKH�IDFH�

RI�LQFUHDVLQJO��FRPSOH[�FDSLWDO�PDUNHW�DQG�ILQDQFLDO� LQ�

QRYDWLRQ��LW� LV�D�JRRG�ZD��WR�XVH�2&,�ZKHQ�GHDOLQJ�ZLWK�

complicated�compound��nancial� instruments.�The�appli�

FDWLRQ�RI�2&,�V�PL[HG�DFFRXQWLQJ�PHDVXUHPHQW�DWWULEXWHV�

'2,��KWWSV���GRL�RUJ����������MIU�Y�L������
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QRW�RQO��LPSURYHV�WKH�DFFRXQWLQJ�LQIRUPDWLRQ�TXDOLW��DQG�

useful�for�investors� to�make�decision,�but�also�re�ect�the�

LQWHJUDWLRQ�RI�DVVHW�OLDELOLW��YLHZ�DQG� LQFRPH�H[SHQVH�

YLHZ�>�@�2YHUDOO��WKLV�SDSHU�SURYLGHV�VRPH�VXJJHVWLRQV�DQG�

UHIHUHQFHV�WR�SROLF�PDNHUV�RQ�KRZ�WR�LPSURYH�ILQDQFLDO�

LQVWUXPHQWV�VWDQGDUG�
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