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Measuring Value
Why Measuring Value?
®

Our new publication, Measuring Value®, focuses
on helping our clients and our markets to
understand value, grow it, preserve and protect
it. These are the core competencies that underpin
and integrate Deloitte’s diverse services of audit,
tax, consulting and financial advisory as well as
our contribution to our strategic business alliances.
Future issues of this publication series will focus on
a wide range of current issues and critical market
developments. In this inaugural issue, I would like
to talk about the concept of measuring value itself

and initiate the conversation we hope to have
with you through future issues of this publication
as well as when we have occasion to meet with
you.

The global financial crisis and the
complexities of value measurement
The huge exposure that triggered the global
financial crisis and brought the world’s most
powerful financial institutions to the brink of
failure was largely about measuring value.

Some see the global crisis as a regulatory
failure, but ultimately it was a lack of
critical information and agreement on
the value of new and complex credit
products in markets that relied on them

Credit products largely unknown outside of
specialist circles, notably Credit Default Swaps
(CDS), Collateralised Debt Obligations (CDOs), and
mortgage-backed securities (MBS), were highly
leveraged, had little exposure to open markets,
and were backed by assets several steps removed,
so their ultimate collateral was not transparent.
How owners of such assets should account for
them became an issue, giving rise to a detailed
discussion of Fair Value Accounting (FVA) and
several changes in regulation and accounting
guidance.

The FVA accounting discussion is based
on a simple idea, but consistent and
successful implementation of it is quite
complicated
In the complex, globalised world of asset trading,
with rapid swings in long and short inventories,
when enough investors worry that a derivative
will lose value, round-the-clock trading and fast
execution of huge transactions virtually guarantee
that the market value of some assets will be
volatile. The credit crisis and urgent restructuring
of financial companies forced asset sales under
highly imperfect conditions, crushing prices of
credit products that existed in massive amounts on
the books of banks and insurers, and destroying
value now estimated by the IMF to exceed
US$4 trillion.
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The future: improving the measurement of
value
The core service of Deloitte China is to provide
as clear a picture of asset values as possible to
corporate executives, investors, and regulators.
This has historically been the core service of
accounting, auditing, and financial services firms.
Around this, related services are about growing
and preserving value, through efficient operations,
taxation, and controls.
The global financial crisis has stimulated a huge
amount of discussion of these issues in the
media, among professionals, and in channels of
communication between professional services
firms and their clients. We believe the more clarity
and discussion that is had around these topics the
better. They are important not only to business
but to the billions of people around the world
who have savings, investments, or other assets.
This is a historic mission with the nature of the
task still changing. For example, Deloitte’s historic
core service, auditing, is very different today from
ten years ago. Auditing is changing now, and in
the future it will continue to evolve.

Today a reliable presentation of enterprise value and
performance requires a combination of traditional
accounting techniques enhanced by valuation, forensic,
and actuarial examination, then refined and validated
through the judgement of experts with specific
industry and geographic expertise
Integrating several tools, techniques, and views of value enables us to improve the accuracy of our measures.
We live in a world of national governments and transnational businesses, and IT-enabled product
innovation and global trading dynamics. We face increasingly intricate situations that demand
increasingly sophisticated approaches.

Multinational businesses are very different today from
even ten years ago. Fair Value Accounting procedures
are really only one of many changes we must
understand and implement.
In the real world marketplace, we face complex
new issues in international taxation, currency
adjustments, and capital flows that require constant
refinement and improvement in our services.
Moreover, although some of the credit products
thought to be related to the financial crisis will not
exist in the future, innovation of financial products
will continue, even speed up. In China, for example,
we expect to see fast growth in new instruments
to finance enterprises, new kinds of funds, and new
kinds of trade finance and settlement.
There is a new equity market opening up,
challenges in harmonising existing markets,
domestic and cross-border currency issues are
multiplying, and the calculations, contracts and
other instruments around international trade
and investment will become both more efficient
and more complicated. Through mergers and
acquisitions enterprises are getting larger, with huge
footprints and operation and control challenges.
The corporate bond market is expanding fast,
and new variations of corporate debt will emerge.

Innovation brings new business opportunity and
new efficiency, but it also brings new risk.
Deloitte China is preparing to meet client needs
around these complex issues. In our view,
improving ways to measure value will be a pillar
of a recovered global financial system and of
productive, efficient, and stable development
of financial services, products and markets in
China. Declared asset values will need to win
the confidence of countries, companies, and
individuals. For this to happen, Deloitte’s view is
that businesses will need to develop techniques,
technologies and a judgement sense that are all
honed for the complex globalised world of which
we are all part, while staying intelligible to their
individual as well as corporate and institutional
investors. Professional services firms such as
Deloitte will need to do the same and, in fact,
need to be ahead of the curve to add value to
their clients. We will be addressing significant
market developments in future issues of Measuring
Value with exactly this in mind.
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Forthcoming in Measuring Value®
The RMB travels abroad

Contacts
If you have any queries on this issue, please contact one of our professionals:
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Charles Yen
Managing Partner
Clients & Markets
Tel: +86 21 6141 1777
Email: chyen@deloitte.com.cn

Beijing
Ken Dewoskin
Director of the Deloitte China Research and Insight Center
Tel: +86 10 8512 5601
Email: kdewoskin@deloitte.com.cn

For further information, visit our website at www.deloitte.com/cn
Please use the attached profile update form to update your contact details as necessary and send back to us in order to receive our latest newsletters and
invitations to business seminars etc. on a timely basis.

Deloitte provides audit, tax, consulting, and financial advisory services to public and private clients spanning multiple industries. With a globally
connected network of member firms in 140 countries, Deloitte brings world-class capabilities and deep local expertise to help clients succeed
wherever they operate. Deloitte’s 165,000 professionals are committed to becoming the standard of excellence.
Deloitte’s professionals are unified by a collaborative culture that fosters integrity, outstanding value to markets and clients, commitment to
each other, and strength from cultural diversity. They enjoy an environment of continuous learning, challenging experiences, and enriching
career opportunities. Deloitte’s professionals are dedicated to strengthening corporate responsibility, building public trust, and making a
positive impact in their communities.
Deloitte refers to one or more of Deloitte Touche Tohmatsu, a Swiss Verein, and its network of member firms, each of which is a legally
separate and independent entity. Please see www.deloitte.com/cn/en/about for a detailed description of the legal structure of Deloitte Touche
Tohmatsu and its member firms.
Deloitte’s China practice provides services through a number of legal entities and those entities are members of Deloitte Touche Tohmatsu
(Swiss Verein).
We are one of the leading professional services providers in the Chinese Mainland, Hong Kong SAR and Macau SAR. We have over 8,000
people in twelve offices including Beijing, Chongqing, Dalian, Guangzhou, Hangzhou, Hong Kong, Macau, Nanjing, Shanghai, Shenzhen,
Suzhou and Tianjin.
As early as 1917, we opened an office in Shanghai. Backed by our global network, we deliver a full range of audit, tax, consulting and
financial advisory services to national, multinational and growth enterprise clients in China.
We have considerable experience in China and have been a significant contributor to the development of China’s accounting standards,
taxation system and local professional accountants. We also provide services to around one-third of all companies listed on the Stock
Exchange of Hong Kong.
These materials and the information contained herein are provided by Deloitte Touche Tohmatsu and are intended to provide general
information on a particular subject or subjects and are not an exhaustive treatment of such subject(s).
Accordingly, the information in these materials is not intended to constitute accounting, tax, legal, investment, consulting, or other
professional advice or services. The information is not intended to be relied upon as the sole basis for any decision which may affect you or
your business. Before making any decision or taking any action that might affect your personal finances or business, you should consult a
qualified professional adviser.
These materials and the information contained therein are provided as is, and Deloitte Touche Tohmatsu makes no express or implied
representations or warranties regarding these materials or the information contained therein. Without limiting the foregoing, Deloitte
Touche Tohmatsu does not warrant that the materials or information contained therein will be error-free or will meet any particular criteria
of performance or quality. Deloitte Touche Tohmatsu expressly disclaims all implied warranties, including, without limitation, warranties of
merchantability, title, fitness for a particular purpose, noninfringement, compatibility, security, and accuracy.
Your use of these materials and information contained therein is at your own risk, and you assume full responsibility and risk of loss resulting
from the use thereof. Deloitte Touche Tohmatsu will not be liable for any special, indirect, incidental, consequential, or punitive damages
or any other damages whatsoever, whether in an action of contract, statute, tort (including, without limitation, negligence), or otherwise,
relating to the use of these materials or the information contained therein.
If any of the foregoing is not fully enforceable for any reason, the remainder shall nonetheless continue to apply.

©2009 Deloitte Touche Tohmatsu CPA Ltd. All rights reserved. Member of Deloitte Touche Tohmatsu
HK-073ENG-09
This is printed on environmentally friendly paper

