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In the perspective of attaching greater importance to the usefulness of accounting
information in the process of investors’ decision-making, fair value estimation of financial
instruments is introduced in Japan since 2000. However, the rational guarantee on the
reliability of accounting information employed in the fair value estimation becomes a
serious issue because of the uncertainty of future events.

Elements in the process of estimating the fair value of financial instruments, such as the
adoption of estimation methods, interest rates, the underlying assets’ volatility, the selection
of available market data, and even the process of adjusting the risk, depend on the
management’s subjective judgments. Therefore, the reliability risk is inevitably high.
Furthermore, the reliability risk of fair value estimation is flexible according to the continu-
ous exploration of new ’estimation methods. This is how the analysis about the causes of
reliability risk through the ex post verification of fair value estimation has become necessary
and significant. Therefore, the purpose of the paper is to make the causes of reliability risk
clear in the process of estimating the fair value of financial instruments, especially the

unlisted derivative instruments.
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