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	Transaction
	Entries

	1. Purchase (at Ex-Interest Price)
	Investment A/c              Dr.                            (cost = Price)
Interest A/c                   Dr.                     (Accrued Interest) To Bank                                         (Price + Interest)

	2. Purchase (at Cum-Interest Price)
	Investment A/c              Dr.               (Cost= Price-interest)
Interest A/c                    Dr.                    (Accrued Interest)
To Bank A/c                                          (Total price)

	3. Sale (at Ex-Interest)
	Bank A/c                        Dr.                        (Price + Interest)
To Investment A/c                                         (Price)
To Interest                                                (Interest)

	4. Sale (at Cum-Interest)
	Bank A/c                         Dr.                                      (Price)
To Investment A/c                          (Price-Interest) To Interest A/c                                        (Interest)

	5. Profit on Sale
	Investment A/c                Dr. To Profit & Loss A/c



	Transaction
	Entries

	6. Interest received on due date
	Bank A/c                              Dr. To Interest

	7. Accrued interest at year-end
	Accrued Interest A/c           Dr. To Interest

	8. Interest transferred to P&L A/c at year end
	Interest A/c                         Dr.
To P&L A/c

	9. Valuation at year end
	Profit & Loss A/c                Dr. To Investment A/c
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What is Investment Accounting?
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¢ In investment terminology, the term Investment Account refers to a type of financial
account that contains a deposit of funds and/or securities that is held at a financial
institution. The typical objectives of an Investment Account are to achieve long term

growth, income or capital preservation from the deposited asset portfolio.
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¢ When an Investment is disposed off, the difference between the carrying amount and

the net sale proceeds is charged to Profit & Loss Account.

{C 4

¢ [f there is profi

. on sale of investment then it will be credited to profit and loss account.

¢ [f there is loss on sale of investment then it will be debited to profit and loss account.
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Nominal Capital Nominal Capital
value Value

XX To Balance b/d (Opening Bal.) XX By Bank (sale ex-interest)
XX To Bank (Purchase Ex-interest)  xx XX XX XX By Bank (sale cum-interest) XX XX XX
XX To Bank (purchase Cum- XX XX XX XX By Profit & Loss (loss on sale) XX XX XX
interest)
XX To Profit & Loss (Profit on sale)  xx XX XX XX By Bank (interest received) XX
XX To P&L (transfer of Interest) XX XX By balance c/d (accrued XX
interest)
XX By balance c/d (value at the XX
end)
By Profit & Loss (loss on XX
valuation)

Total XX XX XX Total XX XX XX
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¢ Investment is an asset acquired or invested in to build wealth and save money from
the hard earned income or appreciation. Investment is primarily made to obtain an
additional source of income or gain profit from the investment over a specific period of

time.
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