2


Bank Accounting




Name 
Affiliation
Date







































Bank Accounting
Question One
	Financial accounting standards board (FASB) is the banking industry rule-making body. Some of the rule changes involve the rule that requires banks, insurer and securities to use market price to assign assets and value to mortgage securities that antagonize on exchanges to "mark to market". According to FASB, the change was crucial since the prevailing rules never considered the kind of market chaos that outspread in the previous year.
Question Two
	Due to the changes in bank rules, financial firms and mortgage security to report billion of dollar losses on the specific assets. The difference also enables improvement on investor sentimentality on banks. Some the reflection of financial firms regarding the accounting change in their first quarter and the second year is; Well Fargo registered an increment of capital by 4.4 billion dollars in the prior quarter. Citigroup Inc. and federal home loan bank also reported earnings of more than 300 billion dollars in their first quarter. Also, due to the accounting rule, accounting firms have to choose to apply fair value to any financial liability or asset. Accounting rules also caused a drastic loss in capital, and they are not supposed to recognize losses when reporting capital and earnings. The fair value of liquidation differs massively from a liability or asset current value.
Question Three
	Market value is the projected rate of an asset; basically, all types of investments have a market worth.FASB 157 is the controversial fair value accounting standard introduced in the year 2006 to solve the worldwide financial crisis, also known as monetary accounting standard. The use of appropriate value option for security loan or liability implies that liability or an asset reports at market value the valuation depends on three stages that is level one, level two and level three valuation
Question Four
	IASB is a private and independent international account standards board which improves and progresses IFRSs.Global monetary commentary principles operates under the oversight of the global financial reporting standards foundation. European banks are using different methods to evaluate sovereign debt. Evaluation methods help bank soundness and safety though evasion of potentially massive losses in midyear financial report. Italians banks are cutting the number of the government bonds they have to mark to market. Their banks also borrow and spend expansively, which has caused a sharp rise in sovereign bonds.
Question Five
	Banks use different methods for asset measurement with a mixture of valuation techniques since they only need to apply fair value principles to additional liability or assets. In this technique liabilities can mark either way to reflect changes in fair value, thus implying that financial difficulties may increase bank's capital and earnings. The standards, such as FVA utilization provides an amount of money a liquidator receives. Different methods indicate liquidation value which distinguishes itself from the value in use. The technique also enables subjectiveness in the case of a shallow liquid market for the bank's liabilities and assets. Lastly, the methods make banks comparisons challenging. Historical cost applies to measure fixed assets, while fair value accounting utilization is to measure statutory bonds. 


