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This paper provides the standpoint in dealing with issues which might arise from fair

value measurement of financial liabilities such as corporate bonds. Specifically, recognizing

the effects of changes in corporate credit risk on reported earnings lacks any economic

intuition : an increase in corporate credit risk is associated with gains, and a decrease with

losses. This paper puts a special emphasis on the current-market-rate-of-return capital

maintenance concept which is compatible with the general theory of capital market, and

from this point, examines the validity of fair value measurement of financial liabilities

which reflects changes in corporate credit risk.
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