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ABSTRACT

ABSTRACT

The subprime mortgage crisis broken out in America in 2007 evolves to be a
global financial crisis in 2008. In this crisis, many financia institutes suffer from
tremendous losses because of their participation in CDS transaction, a kind of credit
derivative instrument named Credit Default Swap. The supervision of CDS, including
the information disclosure of it is strongly criticized. The disclosure of derivatives
again becomes the focus of the world. Under this circumstance, the FASB amended
SFAS133, requiring additional disclosure of credit derivatives in financial reports. It
also released SFAS161, focusing on the disclosure of derivatives. Prior to this, China
Ministry of Finance published <CAS37-Reports of Financial Instruments>, which
stipulated the disclosure of financial instruments including derivatives.

In view of the lesson of America, the author thinks that it’s of great importance to
improve the disclosure of derivatives to control the risks. The author chooses public
banks in Chinawhich are active in derivative transaction, to study their consistence to
the relevant standards, then point out the problems and make some recommendations.
This thesis puts forward that enhancing the transparency of information should be the
goal of derivative disclosure.

Firstly, the author compares the standards or regulations of some organizations,
and points out the strengths and drawbacks of CAS (China Accounting Standards).
Secondly, the author analyzes the 2007 annual reports of 11 public banks among 15,
and 2008 annual reports of 5 banks, and evaluates the consistence between banks
practice and related standards of derivatives disclosure from 4 aspects of accounting
policies, fair value, risk managements and hedging activities. The results show that
most banks conform to the standards well. Thirdly, the author compares the disclosure
practice of public banks in China and that of some American public banks, points out
the differences and summarizes the good experience and lessons we should learn from.
Finally, the author concludes that the problems of the derivative disclosure of public
banks in China are bad communication among regulatory bodies, low operability of
standards and regulations, insufficient disclosure in fair-value and risk management
and imperfect legal responsibility system, etc. The author makes some suggestions to
enhance the transparency of derivative disclosure from aspects of standard quality and

implementation quality, including building up a team in charge of information



ABSTRACT

disclosure with the Ministry of Finance, the China Banking Regulatory Commission,
and the China Securities Regulatory Commission, increasing disclosure of fair-value
and risk management of derivatives and strengthening the legal responsibility system,
etc.

Key words: Financial derivative instruments; Information disclosure;

Information transparency
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