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Objectives

introduce the CFA Institute

assess the current situation in Financial 
Reporting

present additional needs from the 
investor perspective
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CFA Institute

Global membership of ca. 87’000 
investors in 132 countries (Greece 100) 

CFA designation is the Gold Standard 
in financial education (The Economist)

Code of Ethics & Standards of 
Professional Conduct

CFA Centre for Financial Market 
Integrity prepares positions

www.cfa.gr
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Current situation

How does Financial Reporting affect corporate 

transparency and competitiveness?

monitoring

iorp.eu

The investors’ view

10 IFRS – The investors’ view six months on

Future priorities and optimism
While there is much debate about the 
trend towards the greater use of fair 
values, fund managers seem at first 
sight to be relatively keen on the move. 
A striking 59 per cent express support 
for the trend towards greater use of fair 
values in the balance sheet, compared 
to 18 per cent currently opposed. This 
doesn’t mean that fair values will always 
be preferred to historic cost. This is 
likely to be a greater degree of support 
than many companies would profess 
and could result from fund managers 
not yet fully appreciating what fair value 
can mean and the subjectivity that some 
fair values will introduce to accounts. 
One respondent made the point that the 
problem with fair values is that it means 
different things to different people. The 
finding suggests this is an area where 
further discussion between preparers 
and users of accounts is required. 

The majority (64 per cent) of fund 
managers believe the current 
international standard-setting process 
will produce high quality, enforceable 
global standards. However, around a 
third (34 per cent) are not very or not  
at all confident that this bright future  
will result. There is clearly a high degree 
of scepticism amongst fund managers 
at the moment.

Key areas of concern include the  
ability of IFRS to add clarity to  
results (mentioned by 17 per cent  
of respondents), the extent to which  
it creates additional volatility and 
inconsistent applications of the 
standards. These are, at least in part, 
concerns symptomatic of the challenges 
involved in year one of IFRS adoption.

What is encouraging is that respondents 
generally do believe that IFRS has 
improved companies’ transparency in 
reporting, with 64 per cent saying  
this is the case. Although 18 per cent 
disagree, perhaps reflecting the 
concerns of some about the volume of 
information now reported, the significant 
majority believe IFRS has improved 
transparency. 
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The majority believe changes will lead to higher global standards,  
but one in three are sceptical

How confident are you that the current international standard setting process will produce high 
quality, enforceable global standards?

The majority support greater 
use of fair values

How much do you support or oppose the trend 
towards the greater use of fair values in the 
Balance Sheet?

Over half have some concerns – mainly about greater confusion

What, if any, are your major concerns about the future of reporting under IFRS?
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Clearly positive view of IFRS  
as improving transparency

To what extent do you agree or disagree with 
the following statement?

IFRS has helped companies be more 
transparent about their reporting.

9IFRS – The investors’ view six months on

Management and auditors 
have delivered
As in the previous survey, the vast 
majority of fund managers believe  
that the management teams of the 
companies that they follow or invest  
in have coped either very or fairly 
effectively with the conversion to  
IFRS (79 per cent). 

The auditing profession too can take 
heart. Two thirds (66 per cent) of fund 
managers believe that the auditing 
profession has responded either very  
or fairly well to IFRS conversion and 
only 4 per cent feel that the response 
of auditors has been poor.
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Management teams seem to have coped slightly more effectively than anticipated  
six months ago but also greater uncertainty

In general, how effectively have the management teams of companies you follow or invest in  
coped with the conversion of IFRS?

The auditing profession is perceived to have responded fairly well  
to the conversion

How well, or poorly, in your view, has the auditing profession responded to IFRS conversion?

IFRS 

The investors! view six months on 

June 2006, PWC
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Financial Reporting 
for Investors

is made



Who are investors?
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What issues concern investors? 

Wealth creation

Sustainability of creation

Distribution of wealth to preceding 
stakeholders

Accrual to residual common 
shareholder (ultimate risk bearer)
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What information do investors need to 
answer these questions? 

Resources the company controls

Obligations to transfer resources to others

Ability to generate long-term, sustainable net 
inflows of resources

Ability to convert new resources to cash

Risks to which these resource-generating 
activities and cash flows are exposed, both 
short-and long-term



monitoring

iorp.eu

However ...
Cognitive dissonance between investors 
& preparers

Investors focus on portfolio, not individual assets

preparers focus on market perception / valuation 
of their firm

Objective conflicts of interest

Downgrades are painful

Managements loose degrees of freedom of action 
with increased transparency
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Theoretical toolbox

Rational 
Expectations

Modern Portfolio 
Theory

Information Theory; 
Principal - Agent 
Problem

&c
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The CFA Institute’s 
Comprehensive 

Business Reporting 
Model

http://www.cfapubs.org/toc/ccb/2005/2005/4
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Directions for Standard Setting from the 
investors perspective

Provides a roadmap for future changes to 
reporting standards in 12 Principles

Aims for improved -

Clarity

Completeness

Economic Faithfulness

Understandability

Represents interests of the CFA Institute’s 
87’000 members strong global base
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I. The entity must be viewed from the 
perspective of an investor in the 
company’s common equity.

Financial Reporting exists to serve the needs of 
investors who cannot otherwise command 
financial information

All events that can affect investors’ wealth, 
changes in assets, liabilities and equities, should 
be recognized and explained (ex: off-balance 
sheet vehicles)

If common shareholders’ information needs are 
met, other users’ needs will be as well
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II.Fair value information is the only 
information relevant for financial 
decision-making.

Investors’ buy, sell, and hold decisions, just as 
managers’ acquisition and divestiture decisions, 
are based on fair values, and changes in those 
values, not outdated historical costs

Consequently, investors require assets and 
liabilities  to be measured at fair values

If fair value results in greater volatility, it has 
merely unmasked economic volatility already 
present
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X. Changes affecting each of the financial 
statements must be reported and 
explained on a disaggregated basis.

Many financial measures are reported on a 
highly-aggregated or netted basis, causing 
much important information to be obscured or 
lost altogether. 

Investors must be able to analyze the 
individual forces that affect the company’s 
performance. 
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Reconciliation of Balance Sheet, Cash 
Flows, Accruals, and Valuation Adjustments  

Balance Sheet:
December 31,

200X

Cash Flow 
Statement, 

Direct 
Method

  Accruals 

Valuation 
Adjustments

Balance Sheet:
December 31,

200X + 1
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Q & A


