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As yeu know, heth your organizaticn and the American
Institute of Ca::ifiec Tuhlic Accountants have teen considering a
requirement that financial ipskituticns phase-in market value
aeeouRting, bﬁdiﬂni“d vith investment securitles, EBecause oI
reichtened attention being directad teo thiz issue, we think it is
impertant to rel;eraya our cConcerns. ‘

mhe TDTC has severzl concerns regard ing market Va’ue
scsounting, First, many assets and 1iapilities of depesitory
institusions simply cannet readlly be marXed to markat The
funciian of de;os*nc*v institutions in the *nte-m,d¢auion prccess
is, in great part, ko develoDd lending 2 d deposit relationships
tnhat organized marksis cannol support. Thus, the act of
ascrining a “markst value! to these relaticnships and related
financial instrumenits would reguire making a '‘guess’ as L2 howy &
markaz, 12 it axisted, would determine value,

Turthe:, to adopt market value accounting Zer only a portion
of the palance sheet woulq distor: depezitery institutions’ true
financial conditicn, = 2 minimum, Lf certaln asssts are tc ke
marked to market, a correspending amount of liabilities also
sheould be subject to the sane rgatment.

As you know, pricr to 1338, vanking orzanizations were
reguritas 2o e rarket value acccunting fer their investment
sacurities port:o;_es. In 1938, the Secretary of the Treasary,
at the urging of the Pres: ‘dent, initiated 2 sarles of conferences
with renresentat ives of the uank regulatory ace encles to reVLew
chzn-existing supervisary policies, Cn cf the concerns that led
%z these confsrences and the subaeguent change in the acz oqut;rq
trgatment ©f the investnment cacurities held by banks was that ths
centinuad usa of marksT value acssunting Was theought tg bs
affscting adversely the capacity of barks to carry out the credit
intsrmedizticn process, ZInstead of focusing on the abilisy of



the oTliger o

repay, panks were forced te c2
“arm interesterate sluctuztlons, the elfect ¢
culd e abserbed by banks with few safety an
CoNCcerns.

Although this letter has relterated soxe
would undersceres the sericus need to enfcrcs
standards and snne*v*so*y golicies geverning
value accounting by banks. current policies
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accerdingly.
In closing, we would strasss that m anf issues need to be
- ) L .
eyvarmined and debated bafore market value accounting as it ralates
to financial institutions can be or shou _d be adopted.




