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Amortized Cost and its Relation With Historical Cost and Fair Value
GE Jia-shu, GAO Jun

Abstract: Analyzing the nature and characteristics of the amortized cost in the measurement of financial assets and exploring
its relation with historical cost and fair value are of practical significance. Amortized cost only originates from an entity’s finan-
cial asset which is held-to-maturity security,and is the investment in other securities. The paper recognizes that the amortized
cost simulates an independent attribute of financial statement. In fact, amortized cost could not be applied at initial recognition
but rather used to compensate for the lack of measurement for historical cost. To a great extent, the amortized cost is measured
at the fair value of held-to-maturity securities.
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