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Abstract

The subject of accounting for the translation of foreign currency financial
statements has been widely researched since 1965. Much of this research to date,
both empirical and theoretical, has been motivated by a recognition of the effect of
foreign exchange fluctuation and translation adjustment. Currently, the Situational
Approach is accepted in the field of international accounting worldwide, though this
approach may not always be suitable.

This paper reviews 19th century developments in methods of reporting the
financial results of foreign business operations used by accountants in the UK. It
shows that many of the methods of foreign currency translation which have been
proposed by accounting regulators have a common origin in one method first
developed in the 1890s. Moreover, while the methods proposed by accounting
regulators have been applied to the translation of financial statements of foreign
operations, the method from which they were derived was designed as a valuation
technique for reporting the net monetary position of foreign operations in order to
identify the extent of profits available for distribution.

In conclusion, there is a need for research with historical perspectives to be
considered when setting international accounting standards. Further, even if
accounting standards are different, the disclosed translation adjustments should be
mutually recognized.
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