
 
 
 
 
 
 
 
 
 
The G20 finance ministers, meeting in Washington in April, reaffirmed their 
commitment to global convergence on accounting standards by June 2011. At the 
same time the Financial Stability Board warned them that there was a ‘material risk’ 
of standards on financial instruments not being converged. 
 
The G20 finance ministers held a meeting in Washington on 23 April with central 
bank governors. At the meeting they discussed a progress report from the Financial 
Stability Board (FSB) covering, amongst other issues, progress towards convergence 
on accounting standards. The FSB is an international organisation set up by central 
banks and market regulators to oversee financial stability in the international markets. 
 
The final communiqué issued at the end of the meeting said that the finance ministers 
‘stressed the importance of achieving a single set of high quality, global accounting 
standards’. FSB chairman Mario Draghi, in a covering letter to the FSB’s progress 
report, had noted that ‘there is a very material risk that the two standard-setters may 
end up with large divergences in accounting for financial instruments’.  
 
Mr Draghi’s letter said that the FSB would continue its dialogue with standard-setters 
to achieve the G20 objectives of improved, converged standards that would enhance 
the quality of financial reporting while diminishing procyclicality. He noted that the 
IASB and FASB had ‘greatly intensified’ their convergence efforts. 
 
The FSB letter commented that there had been further progress in some areas, citing 
the IASB’s standard on classification and measurement of financial assets, and its 
proposals on ‘a forward-looking, expected loss provisioning approach’. On the 
expected loss model he added that there had been constructive cooperation between 
accounting standard-setters and prudential authorities. 
 
The FSB progress report itself aimed at reviewing what had been achieved since the 
November 2009 meeting at St Andrews, Scotland. The report was in two parts, the 
first addressing international level developments, and the second looking at 
developments at national level. 
 
The international part notes that the IASB and FASB had issued a joint statement at 
the end of November last year, reiterating their commitment to convergence and 
establishing a comprehensive work programme. It added that the standard-setters’ first 
quarterly progress report indicated that they had achieved substantially all their 
milestone targets for the first quarter of 2010.  
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The FSB report than goes on to note that the FSB’s recommendations, submitted to 
the Pittsburgh summit had been that the IASB and FASB develop improved standards 
that would simplify and improve accounting principles for financial instruments and 
their valuation. This would include working in a manner that did not increase the use 
of fair value. They also recommended that wider credit information should be used in 
provisioning so as to recognise credit losses earlier. 
 
It notes that the IASB has issued IFRS 9, and in its current form this has been 
modified to reduce the risk of increased use of fair value. ‘Some analysts and banks 
have noted that these changes increase the possibility that IFRS 9 once implemented 
may not expand fair value measurement for loans and investments in debt securities.’ 
It says the impact will become clearer as IFRS 9 is adopted by a broader population of 
companies. 
 
The report notes, however, that the FASB is moving towards an approach that is 
based on fair value measurement for all financial instruments. 
 
The FSB points out that the IASB had issued an exposure draft on expected loss 
provisioning, while the FASB ‘has decided to focus on a credit impairment approach 
that would require, at the end of each period, an impairment loss measured as the 
present value of management’s current estimate of cash flows that are not expected to 
be collected. It notes that the approach will be spelled out in an exposure draft to be 
issued in the second quarter of 2010. 
 
It advises the G20 that the two standard-setters had set up an Expert Advisory Panel 
(EAP) on impairment to assist with the practical issues related to the different 
impairment approaches. The IASB formed the EAP with the aim of resolving the 
proposals complexity and operational challenges. 
 
It adds that the Basel Committee has been discussing with the EAP and IASB ways to 
enhance the expected loss approach. It is suggesting that this could be better 
integrated with bank risk management systems and draw from information used for 
Basel II purposes. They suggest this would improve the quality of the expected loss 
estimates and mitigate risks of procyclicality while reducing undue burden on banks. 
 
The FSB report on international progress concludes with the remark that the FSB 
hopes that the initiatives announced by the IASB and FASB, including consideration 
of the comments of stakeholders, will result in improved and converged approaches. 
 
In its national section the FSB reports on Japan’s opening up of voluntary adoption of 
IFRS, and the Canadian adoption. It says full convergence will be achieved by China 
by the end of 2011 and notes that Russia is considering a legal change that will make 
IFRS obligatory for the consolidated accounts of listed companies. It adds that the US 
is to make an adoption decision in 2011, and that India is proceeding to phased 
adoption. 


