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Abstract 

The new accounting standard IFRS 13 had its mandatory implementation January 1st 2013. 

The main reason for the implementation was to eliminate inconsistencies and reduce 

complexities in fair value measurements. The new disclosure would therefore enable public 

real estate companies to be more transparent towards investors, who base their financial 

decision on the information that is presented in the financial report. Since the market value of 

investment properties is important for investors when making their financial decisions, this 

study focuses on the disclosure requirements of IFRS 13 in Sweden. The aim of this research 

was to study how well Swedish real estate companies follow the new disclosure requirements 

and how this may affect the investors’ financial decisions. 

In order to conduct the study a mixed method approach was undertaken. The study consisted 

of a sampled of 90 financial reports from 15 public real estate companies in Sweden before 

and after IFRS 13. The disclosure requirements were later calculated in accordance to an 

unweighted disclosure index and then tested against a hypothesis with the help of the 

Wilcoxon matched pair test. The comparison of the financial reports during the period 2010-

2015, that is before and after IFRS 13, enabled us to see how well the new requirements were 

followed. If a certain disclosure requirement was not followed an analysis of the audit reports 

was made in order to conclude if a modified opinion had been left by the auditor or not. In 

order to strengthen this specific part of the study a qualitative method was undertaken to get 

an expert’s point of view regarding the new requirement as well how the investors may be 

affected. Four auditors were interviewed in order to acquire this information but also to get a 

better insight regarding the investors’ point of view.  

After the data collection and analysis, our findings reveal that the overall compliance of 

public real estate companies in Sweden was high and that the disclosure quality had increased 

after the implementation of IFRS 13. However, not all disclosure requirements were fulfilled 

and none of the company’s auditors chose to give a modified statement. The results from the 

qualitative part of the study showed that all participants consider auditors to have sufficient 

knowledge of IFRS 13. Furthermore, the participants’ also claimed that the change of 

disclosure requirements has little impact on investors’ financial decisions. 
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1. Introduction 

In this chapter the reader is introduced to the background regarding fair value measurements 

and under what standard investment properties were measured. After the background a 

research problem has been outlined in order to ilustrate the problem with IFRS 13 disclosure 

requirements. The chapter also presents the study’s aim as well research questions. Lastly, 

the chapter will conclude with a disposition summarizing  each chapter of the study. 

1.1. Background 
 

In 2002 the European Union (EU) accepted the International accounting standards regulations 

(IAS), which are set by the international accounting standards board (IASB). Every IASB 

regulation is therefore issued on the international financial reporting standards (IFRS), were 

the IAS regulations are stated. The acceptance of these standards brought significant changes 

for the accounting of public traded companies in the EU, who were required to disclose their 

financial information in accordance to these standards. The main argument the EU had for 

accepting these standards was that the IASB and its American equivalent, financial 

accounting standards board (FASB), were aiming at harmonizing global accounting practices 

(Muller et al, 2011, p.1138). 

 

The harmonization of accounting standards will not only create comparability and 

understandability of financial statements between countries but it will also help investors 

understand foreign markets in a better way. Furthermore, it will also lead both common law 

and code law countries to apply the same accounting methods. The differences in the common 

law and code law countries is that common law accounting is not based on legislations, 

instead the accounting is self-regulated and considered to be more transparent than the one 

under code law. Examples of common law countries are USA and UK (Jaggi & Low, p. 500). 

Under code law accounting the methods are strictly based on regulations set by the 

government, which entails that it is less market oriented in comparison to common law 

accounting. Examples of code law countries are Sweden, Germany and France (Jaggi & Low, 

2000, p. 500). Due to the differences between common law and code law accounting, it 

became optimal to establish a standard that will enable each country to use similar methods 

(Bengtsson 2006, p. 14). It has been previously stated that common law countries tend to be 

more transparent and timely when providing financial information to users, for example 

investors (Saudagaran, 2009, p.6). A research by Jaggy and Low (2000, p.495) also stated that 

common law countries, in comparison to code law countries, have higher financial disclosure 

level than that of code law countries. This therefore indicates that by converging the 

standards, code law countries may follow in the same footsteps of common law countries 

when it comes to disclosing financial information.  

 

The new standards took into effect January 1st 2005 (Muller et al, 2011, p. 1141).  Among 

these standards was IAS 40, which described how investment properties should be disclosed 

on the consolidated financial report. Investment properties are considered to be non-financial 

assets (Palea, 2014, p. 110) that is assets with a physical value. Due to the assets being 

considered non-financial, they are usually more frequent in inactive markets, meaning that the 

market consists of fewer buyers and sellers (Laux & Leuz, 2009, p. 21). Investment properties 

are defined under IAS 40 as a property, either building or land, that is held for rental or capital 

appreciation or both (IAS 40, p.3). One specific feature concerning the standard is that 

investment properties are measured at both their historical cost and at fair value. This means 

that public real estate companies are allowed to measure investment properties by using either 

method (Bengtsson, 2006, p.23).  
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Before IAS 40 was issued, the majority of investment properties in the EU were accounted 

with historical cost measurements. Historically, this model has always been regarded as more 

precautious, meaning that it is not based on estimations and therefore considered more 

reliable. Furthermore, the model was also considered to be more objective and verifiable due 

to its ability of evaluating an event that has actually occurred. This means that the value of an 

investment property is eventually based on its original cost when acquired by the company 

(Bengtsson, 2006, p.20).  EU-countries like France, Germany, and Sweden, were one of the 

several member states who used historical cost measurements before IAS 40 was 

implemented (Muller et al, 2011, p.1140). As mentioned, a historical cost method is 

considered to be more objective than fair value and according to previous research (Cozma-

Ighian 2009, p. 860) it is less likely that the value of an investment property will be 

manipulated by management with this method. 

 

In comparison, fair value measurements are criticized due to it being more subjective than the 

former model and also for being based on estimations (Cozma-Ighian, 2009, p. 860). Since 

estimations are common the measurement is considered to be subjective. If a measurement is 

subjective it entails that the stewardship of financial statements is no longer relevant (Penman, 

2007, p. 35; Quagli & Avallone, 2010, p. 463). Historically, financial statements are meant to 

monitor how management has been supervising the assets of the company. Therefore, the 

valuation under historical cost in the financial statement is considered to be more objective, 

because it is not based on managerial assumptions and therefore it is easier to monitor 

management activities with this measurement. Since subjective measurements are conducted 

it also confirms that the financial statement is not reliable enough for investors’ when basing 

financial decisions. 

 

However, previous research (Bengtsson 2006, p.44-46) indicates that investors prefer fair 

value measurements because they consider it to be more relevant when basing financial 

decisions. Moreover, fair value has been credited to reduce information asymmetry. A 

reduced information asymmetry entails that management in real estate companies will 

disclose a higher level of information for investors about the market value of the properties. 

Quagli and Avallone (2010, p.468) as well Muller et al (2011, p. 1142) also found that 

information asymmetry is reduced when companies use fair value measurements. However, 

the study concluded that the measurement does not completely eliminate information 

asymmetry.  

 

In January 1st 2013 a new standard regarding disclosure requirements for fair value took into 

effect (Busso, 2014, p.1). FASB and IASB members explained that the aim of this new 

requirement was to reduce complexities and to improve consistencies (IFRS, 2011). Another 

aim with the standard was to make sure that investors became familiar at what extent fair 

value is used. Also, the standard aimed to inform about the estimations and also about what 

type of inputs were included during the measurement. The new requirement did not only 

include information about how non-financial assets should be measured but it also contained 

information about how financial assets are supposed to be measured as well. The FASB and 

IASB explained that this new standard was a response to the global financial crisis due to 

speculations of it being caused by fair value accounting (Barker & Schulte, 2015, p.3; IFRS, 

2011). One example of this speculations was that there was a lack of guidance on how to 

calculate fair value properly. According to IASB (IFRS, 2011, p. 2), the global financial crisis 

incited the importance of having clear guidelines on how to disclose and measure fair value. 

Furthermore, previous research indicates that there was also a difference between how fair 
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value was interpreted among common law and code law countries (Bengtsson, 2006, p.14). 

Therefore, a new standard was needed in order to create a common way of calculating and 

disclosing the measurement. 

 

 

1.2. Research Problem 
 

As mentioned, the aim of IFRS was to create consistency and to reduce complexities within 

fair value accounting. In order to achieve this the standard includes a more specific definition 

of fair value. Previously, the fair value definition was often misinterpreted. According to 

Bengtsson (2006, p.12) this was due to factors like culture and language. The current 

definition is referred by IFRS as: “The price received to either sell an asset or pay a liability in 

an orderly transaction between market participants at the measurement date under current 

market conditions” (IFRS 2014, p.501). In conclusion, fair value is considered to be an exit 

price.  

 

IFRS 13 further explains that the assets and liabilities included in this definition relate to 

those that are either observable or unobservable in the market. This has further increased the 

debate against IFRS 13 because while observable assets and liabilities are easier to measure at 

fair value, unobservable are based on estimations.  It has been further discussed that since 

non-financial assets and liabilities are more common in inactive markets further estimations 

will be made (Laux & Leuz, 2009, p. 827). Busso (2014, p.2) explains that since investment 

properties are non-financial assets a lot of errors may occur during fair value measurements. 

Sometimes, the errors may also occur because an external valuator is estimating the 

properties. According to Cozma-Ighian (2009, p. 860) an external valuator may use 

information that is based on managerial or his own assumptions. 

 

Previous research has also discussed the auditor’s role regarding fair value measurements. 

Since real estate companies employ external valuation experts, auditors’ have faced 

difficulties in understanding the measurement (Benston & Hartgraves (2002, p. 105). As a 

result, auditors’ have been subjected to undergo education in order to interpret the valuation 

experts works and subsequently incorporate it on the audit process. According to Benston and 

Hartgraves (2002, p.105) auditors re not accustomed in interpreting subjective measurements 

but ever since fair value measurements became more frequent they had to extend their 

knowledge regarding this measurement. This was also commented by the International 

Auditing and Assurance Standards Board, which explained that auditing fair value has 

become one of the greatest challenges faced by auditors’ (IAASB, 2008, p.2).  

 

The new standard also included a fair value hierarchy that would also increase the consistency 

and reduce complexities during calculations. The hierarchy was divided into three different 

levels that are based on the reliability of inputs. This entails that a real estate company must 

maximize the use of observable inputs and minimize the use of unobservable inputs. The first 

level, Level 1, includes unadjusted quoted prices on active markets for identical assets and 

liabilities. Level 2, includes inputs different from the quoted prices at level 1 but can still be 

observed directly or indirectly for the given asset or liability. Lastly, Level 3, includes 

unobservable inputs for the given asset or liability (Cozma-Ighian, 2015, p. 55). The first two 

levels are considered more observable since they are more common on active markets. 

However, level 3 has been criticized because it requires more assumptions than the former 

two. Level 3 inputs are unobservable and therefore more assumptions are made in the 

calculation of fair value. For example, discount rate and cash flow assumptions. Previous 
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research also indicates that this level is vastly used on investment properties (Busso, 2014, p. 

7). In the article, Busso (2014, p.7) explains that 75 % of the studied companies used level 3, 

only 7 % used level 2 and 3 at the same time. None of the companies used level 1 due to it 

being less common in inactive markets. 

 

From the information that is stated in above as well chapter 1.1 Firstly, not much research 

regarding IFRS 13 disclosure requirements in the EU has been conducted. The only article 

that is recent enough is the one by Busso (2014). This also indicates that not much has been 

discussed about IFRS 13 standards in common law and code law countries. Secondly, the 

quality of the financial statements is of importance for investors’ when basing their financial 

decisions. Therefore, if the information is unreliable investors’ will not be able to verify if the 

inputs included in the measurements are actually accurate. The article by Busso (2014, p. 7) 

shows that certain companies in countries like Italy, France and Germany do not follow the 

disclosure requirements at its entirety. For example, the study indicated that certain real estate 

companies did not state at what level of the hierarchy the fair value measurement was 

calculated, which according to IFRS 13 paragraph 93.b (IFRS, 2014, p. 511) is mandatory. 

This indicates that investors may receive misleading information if real estate companies do 

not follow IFRS 13 disclosure requirements. Thirdly, it has been previously mentioned that 

auditors face difficulties with understanding the new disclosure requirements (Benston & 

Hartgraves, 2002, p. 105; IAASB, 2008, p.2). It is important that they carry enough 

knowledge about fair value and how it is disclosed because investors trust financial 

statements that have been audited and also because it has been previously stated that the 

measurement reduces information asymmetry (Muller et al 2011, p. 1140). The study by 

Hartgraves and Benston regarding fair value was conducted in 2002, there are no current 

studies on how auditors are adapting to IFRS 13 standards. From this we can clearly 

understand that it is of interest to study fair value disclosures before and after IFRS 13 was 

implemented and in order to understand the investors’ point of view it is of importance to 

study the auditor’s modified opinion as well.  

 

1.3. Research questions 
As mentioned in chapter 1.1, IAS standards were introduced in Europe in 2005. There has not 

been much research concerning IFRS 13 standards in Europe, except for the study conducted 

by Busso in 2014. The only study concerning fair value measurements in Swedish investment 

properties was conducted by Bengtsson in 2006 and 2008. In the study Bengtsson (2006, p. 

14), mentions that fair value has been interpreted as well implemented differently in code law 

and common law countries. Therefore, since Sweden is a code law country it is important to 

analyze the level of disclosure before and after IFRS 13 in order to analyze if the country has 

managed to applicate IFRS 13 since the standards implementation. Furthermore, since it has 

been claimed in chapter 1.1 by Jaggy and Low (2000, p.495) that common law countries have 

a higher level of financial disclosure than code law countries, it is therefore of interest to 

study how well Sweden as a code law country has adapted to IFRS 13. 

 

Furthermore, since it has been claimed (Benston & Hartgraves, 2002, p. 105; IAASB, 2008, 

p.2) that auditors have faced difficulties when auditing fair value measurements, it is of 

interest to study this development as well. To achieve this, the auditors modified opinion on 

the audit report will be studied in order to grasp their opinion on disclosure requirements. 

Furthermore, an interview with four auditors, who carry the expertise within IFRS 13 

standards, will also be conducted in order to acquire additional information on auditors and 

IFRS 13. Moreover, the interview will also provide further information on whether the 

standard has an effect on investors. It will provide us with an investor’s perspective regarding 
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disclosure requirements and also on the effect it may have when they are their financial 

decisions. Therefore, the study’s research question is the following:  

 
Are there any differences in fair value disclosure for investment properties in public real 

estate companies in Sweden, before and after the implementation of IFRS 13? How do 

auditors respond to the new disclosure requirements from an investor’s perspective?  

 

1.4. Purpose 

The purpose of this research is to study how well public Swedish real estate companies follow 

the new disclosure requirements under IFRS 13. Furthermore, the study also aims to describe 

from an investor’s perspective how the new requirements may affect their financial decisions. 

In order to achieve this, a mixed methodological approach has been undertaken. The first part 

consists on conducting acquiring quantitative data by analyzing the financial reports of 

Swedish real estate companies that were listed in between the years 2010-2015. Further 

information regarding the chosen years will be addressed in chapter 4.1. In order to get the 

investors’ perspective, a qualitative interview with four auditors’ was conducted.  

1.5. Disposition 
This study contains a total of six chapters. We decided to include six chapters because it 

would give the reader a better understanting on how the study was conducted. It will not only 

provide theories regarding  fair value measurements but it will also provide information about 

our philosophical approaches and how it helped us design the study.  

 

Chapter 1. Introduction 

In this chapter the reader is introduced to the background regarding fair value measurements 

and under what standard investment properties were measured before. Furthermore, the reader 

is also introduced to the actual problem behind IFRS 13 and the research gap behind it. 

Lastly, the chapter will conclude with a research question and the aim of the study. 

 

Chapter 2. Theoretical Framework 

This chapter presents the main theories that we considered suitable for the study. Readers will 

be able to get a better insight about fair value under IAS 40 and how it is currently disclosed. 

It will also give more detailed information about information asymmetry, qualitative 

characteristics of financial statements, auditors and fair value, code law and common law 

accounting, disclosure requirements as well different types of investment properties.  

 

Chapter 3. Theoretical Methodology 

In this chapter the study’s philosophical approaches are explained and how it led us to design 

our study. The chapter first explains why we chose an investors perspective and also about 

our preconceptions. Furthermore, the choice of topic and limitations are also discussed. The 

chapter also explains why a mixed method was considered to be more suitable for our study 

as well why deduction was preferred as the main approach. The reader will therefore be 

introduced to the research philosophy, research approach, research methodology, research 

design and strategy. The chapter also includes a short explanation of why we chose fair value 

measurements as a main subject and why the Swedish market is important to analyze. 

Furthermore, a short description of our literature choices as well discussion of our sources is 

also presented. Finally, the chapter will conclude with an explanation on the social and ethical 

considerations that were taken throughout the study. 
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Chapter 4. Practical Methodology 

This chapter will present how the data was collected and the limitations behind it. The chapter 

also presents an operationalization, as well hypothesis, of the disclosure requirements and also 

an operationalization of the interviews. The operationalization of the disclosure requirements 

will be statistically summarized in tables and diagrams in order to reflect the difference on 

how fair value was disclosed before and after IFRS 13 in Sweden. The interviews will not be 

quantified. Instead they were operationalized in themes that are connected to the theoretical 

framework. 

 

Chapter 5. Analysis 

This chapter will connect the empirical findings with the theoretical framework. It will give 

us the possibility to understand if there are any differences in fair value measurements among 

Swedish real estate companies before and after IFRS 13. Also, the investors’ perspective will 

be analyzed with the help of qualitative data in order to strengthen our study.  

 

Chapter 6. Conclusion 

In this chapter the authors will conclude if the aim of the study was achieved or not. The 

chapter also provides the reader with information on whether this standard has an effect on 

investors’ financial decisions and it also includes information about the auditor’s response. 

Furthermore, it will also present information on the level of fair value disclosures before and 

after IFRS 13 among Swedish real estate companies. The conclusions will be based on both 

the interviews as well the quantitative data. Furthermore, the chapter will also discuss the 

validity, reliability as well bring up a discussion regarding the methods that were used 

throughout the study. Lastly, the chapter ends with a discussion on research contribution and 

suggestions for future research.  
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2. Theoretical Framework 

This chapter contains the theories we found to be relevant for our study. The chapter will 

begin with a short description on common law as well code law accounting and later discuss 

the qualitative aspects within accounting. Furthermore, the chapter will discuss fair value, 

disclosure requirements, as well IFRS 13. Previous research regarding IAS 40 is also 

discussed in order to bring an understanding for the reader on how the disclosure was 

conducted before IFRS 13. Lastly, the chapter will be concluded with a theory of information 

asymmetry as well auditors’ and fair value. 

 

2.1. Common law accounting and Code law accounting  
 
As mentioned in chapter 1.1, there are two types of accounting methods. Common law and 

code law accounting (Bengtsson, 2005, p.14). Common law accounting is based on customary 

law and precedents in courts. This type of accounting is not common in continental Europe. 

Instead it is more relevant in anglo saxon countries like the USA and England. Code law, or 

continental accounting, is the opposite. It is based on a legislative approach, meaning that the 

accounting is based on impaired laws. According to the continental tradition, an accurate 

accountancy is always consistent with the law. However, the common law tradition considers 

that an accurate accountancy is always true and fair. The common law tradition considers that 

it should be allowed to deviate from laws and rules as long as it contributes to a more accurate 

picture of the company’s financial position. The continental tradition considers that 

accounting is most accurate when it is prepared in accordance to laws and regulations (Smith, 

2000, p. 123-125). 

 

There are various explanations on why countries report in different ways. According to Nobes 

and Parker (2004, p.23-25), various factors in society have influenced the development of the 

financial reporting. The authors believe that a company’s way of financing has a large impact 

on financial reporting (Nobes & Parker, 2004, p. 25-35). Countries that belong to the code 

law tradition are those where the state and bank has a large influence on businesses, while 

countries that belong to the common law tradition are those where businesses were publicly 

listed and where the spread of ownership was much greater. Eventually internal information 

was difficult to access and therefore the demand increased for relevant and useful financial 

statements (Smith, 2000, p. 123-125).  

 

According to Bengtsson (2006, p. 14), the difference between these two methods may lead to 

different interpretations regarding fair value and how it should be implemented. This 

differences may vary due to language, culture and other traditions. However, Bengtsson’s 

study was before IFRS 13 contained a specific definition for the measurement. The new 

standard is after all aimed at facilitating the interpretation of fair value in order to reduce 

complexities and improve consistency. This means common law as well code law countries 

will eventually interpret fair value in the same manner. This was differently stated by Jaggi & 

Low (2000, p.496) who claimed that companies who operated in common law countries have 

a higher rate of disclosure in comparison to those in code law countries. The authors claim 

(Jaggi & Low, 2000, p.513) that cultural values may be one of the reasons. However, it is not 

clear whether this is in fact accurate because the study indicated that this values are 

insignificant in common law countries and that there are mixed signals regarding code law 

countries.  
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2.2. Accounting quality aspects  

Since the world is becoming more global, companies are selecting different funding options. 

As a result, an increase for relevant and understandable financial statements arises. Different 

users, such as investors, owners and lenders have different requirements from the financial 

statements and the information that is disclosed in them. Based on this fact certain accounting 

quality aspects have been created. These quality aspects are: relevance, understandability, 

reliability, comparability and verifiability (IFRS 2014, p. 7-9). In this part of our theoretical 

framework, the aspects will be described from an investor’s perspective since this is the main 

perspective of the study. 

The first aspect, Relevancy, means that the reported information should be relevant for 

investors. This means that the reported information should be useful for investors and thus be 

the basis for their financial decisions. Financial information is relevant when it is predictive, 

meaning that investors will be able to predict future outcomes. Furthermore, relevance also 

implies timeliness, which means that the quicker the information reaches investors’ the more 

relevant it is. Furthermore, reported financial information should also be understandable for 

investors. However, it is assumed that investors have a reasonable knowledge about finance 

and accounting and that they study the information with reasonable diligence. Moreover, 

financial statements should also be reliable and not contain inaccurate information or be 

biased. Investors must be able to rely on the information and the information must be 

complete within what may be considered substantially in relation to the cost of producing the 

information. Finally, it is important that principles of valuation and presentation techniques 

are similar in the company over a long period of time and also in other companies, so that 

investors are able to compare and verify the financial statements (Smith, 2000, p. 71-80). 

According to an article by Shortridge and Smith (2012, p.12) financial reporting is currently 

in a paradigm shift and will go from an “industrial paradigm” to an “information paradigm” 

that fits more into today’s economy and information society. The transition to the new 

paradigm has resulted in several changes on different parts within accounting (see Figure 1 

below).  

 

 
Figure 1: Shift of financial reporting from an industrial paradigm to information paradigm. (Shortridge & 

Smith, 2012, p. 12). 
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One of the biggest changes in the paradigm shift is that the conceptual meaning and 

application of the qualitative relevance and reliability have changed. In the new information 

paradigm, relevance is more important than reliability. Investors will rank relevance higher 

than reliability because they use the information in the financial statements as a basis for 

future projections and earnings estimations. The shift towards a greater focus on relevance is 

thus an important part of the new information paradigm. A major reason to the strengthened 

in relevance is the increased application of fair value instead of historical cost measurements 

(Shortridge & Smith, 2009, p. 11-18).   

 

2.3. IAS 40 
As previously mentioned IAS-regulations were introduced in the EU in 2005 and became 

thereafter the main standard public companies needed to apply in the consolidated financial 

statement. Among these standards was IAS 40, whose main objective is to provide guidance 

on the accounting and disclosure of investment properties. According to IAS 40 (IAS 40, p.5) 

an investment property is classified as land or building that is owned by an entity, either an 

owner or lessee, for capital appreciation or to earn rental. It is explained in the standard that 

investment properties can only be accounted with either fair value measurements or historical 

cost measurements. According to Quagli and Avallone (2010, p. 466) it is this specific aspect 

that makes IAS 40 so interesting in comparison to other standards. The authors explain that 

the interesting aspect is the fact that investment properties can be disclosed subsequently in 

their “pure form”. At the beginning the IASB wanted to only allow fair value measurements 

for investment properties but then retracted from this by claiming that it would be beneficial 

for preparers and users to get more acquaintance with fair value measurements. The IASB 

also claimed that it would be beneficial for countries with smaller property markets to become 

better acquaintance with this method. Real estate companies are able to choose which one of 

the measurements will be used as a disclosure and which one will be in the notes (Quagli & 

Avallone, 2010, p. 467). For example, a real estate company that values its properties at 

historical cost should disclose fair value in the notes. 

One thing that entities must keep in mind when switching to fair value is that they cannot 

switch back to historical cost. However, if the real estate company decides to disclose 

investment properties under historical cost measurements, it is permitted to switch to fair 

value measurements (Muller et al, 2011, p. 1141). This is due to the applications of the 

standard IAS 8 in paragraph 31 of IAS 40. According to this paragraph, a switch in 

accounting policy is only allowed if the new policy will provide reliable and more relevant 

information about a transaction, event or condition. It is further explained in these paragraph 

that it is unlikely that switching from fair value to a cost model will provide better results. 

According to Busso, (2014, p.2) this indicates that the IASB is partial towards fair value 

measurements and that it is the main reason for why entities are required to measure 

investment properties at fair value if a switch was made from historical cost. 

 

The former standard had certain fair value disclosure requirements. The standard states that 

when a real estate company decides to measure the property at fair value, it is permitted to 

appoint a professional who carries the expertise in fair value estimations (IFRS, p.329). Real 

estate companies must therefore disclose the extent to which the measurements are based on 

external assumptions. Previous research (Cozma-Igian, 2009, p.860) indicates that the 

valuations are based on managements and an external valuators assumption. According to 

Cosma-Ighian (2009, p.860) the assumptions that are made internally and externally consist of 

errors because they lack accuracy. Another requirement was that real estate companies that 

chose to disclose fair value on the notes were also required to explain what estimations and 

also what type of models they used. The requirement was considered important because it 
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allowed real estate companies make an easier switch from historical cost to fair value. 

Furthermore, real estate companies also had to disclose whether the determined measurement 

was based on market evidence or another type of data. Another requirement under IAS 40 was 

that companies needed to include a sensitivity analysis if fair value was used as a valuation 

model. The main aim of this analysis is to present what type of inputs may affect the 

measurement when estimations are made and also to reassure investors on why the valuation 

may be deviating.  

 

 

 

2.4. Investment properties 
Investment properties are defined under IAS 40 as either land or buildings that are held by an 

owner or lessee for rental earnings or for capital appreciation (IAS 40, p. 5). On the standard 

various examples regarding what could qualify as an investment property are provided. For 

example, investment properties are also described as either land or building that is held for 

longer periods and leased under an operation lease (IAS 40, p. 5). This means that the 

investment property can be used until a certain period, based on a contractual agreement, by 

the renter but this will not result in ownership for that person after the contract period has 

expired (IAS 40, p. 5). 

 

Investment properties can either be described as commercial or rental. Commercial properties 

are either land or buildings that are rented out for profit. Examples of commercial properties 

are: malls, office buildings, industrial properties, hotels among others. According to Bellman 

& Öhman (2011, p.1) commercial properties are not traded as much as shares and therefore it 

is much more difficult to determine a value for them. When it comes to residential properties, 

they are mainly used for living purposes.  

 

In EU the real estate sector consists of approximately 180 publicly traded companies (Muller 

et al 2011, 1140). The countries who hold a larger market on the investment property sector in 

the EU are Germany France and the UK. More than half of the publicly traded investment 

property companies are based in these three countries (Muller et al (2011, 1140). In smaller 

countries like Sweden, the investment property sector is considerably smaller in comparison, 

but is still an important sector on the Swedish market. In an article by Nordlund and 

Lundström (2011, p. 373), it was stated that in an investing market of 1000 billion Swedish 

crowns, the Swedish property market consists of roughly 55 percent office buildings, 20 

percent shops, 10 percent rental housing properties, 10 percent industrial buildings and 5 

percent hotel buildings. This also indicates that public real estate companies in Sweden 

consist of mostly commercial properties, which entails that the properties are either shopping 

centers, offices, industrial properties among others. Another aspect that indicates the size of 

this sector are the loans given to real estate companies. These companies are considered to be 

the biggest borrowers of the country’s largest banks. According to Bellman and Öhman 

(2012, p. 1), approximately 19 % of the credit is given to these sector.  

 

Since investment properties are considered to be one of the largest asset classes in the world, 

there is a risk of it affecting the financial stability of a country (Lundström & Nordlund, 2012, 

p. 368; Muller et al, 2011, p. 1139). One specific reason for this is how the properties are 

valued. As previously mentioned (Cozma-Ighian, 2009, p. 860; Muller et al, 2011, p. 1150), 

research claims that the market value of an investment property is based on estimations, for 

example on discount rates. Since there is little chance that these estimations are accurate, it 

may cause confusion regarding the financial position of the real estate company (Nordlund & 
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Lundström, 2011, p.366). This may also explain why many question the reliability of fair 

value on investment properties. Nellesen and Zuelch explain (2011, p.63) that since 

investment properties are considered to be heterogeneous, it is more difficult to estimate an 

accurate market value for them. As a result, this lack of reliability may affect the stewardship 

function of financial statements, which means that it will be difficult to see how management 

has been monitoring the assets of the company (Penman, 2007, p. 35; Quagli & Avallone, 

p.463). Considering that a real estate company may employ a valuation expert to estimate the 

value of the properties, these estimations, as previously mentioned (Cozma-Ighian, 2009, p. 

860) are not always accurate. The inaccuracy of the estimations may be negative for investors 

but it may also be difficult for auditors to verify due to incompleteness and errors in the 

measurements (Bengtsson, 2008, p.104). 

 

2.5. IFRS 13  
Fair value measurements are disclosed in many different cases, for example to measure assets, 

liabilities or equity instruments. Eventually this has resulted in fair value requirements that 

have been developed in different standards at different points of time. As a result, this has 

created differences between the standards. This means that it was more difficult to compare 

the valuation of fair value between for example similar assets and liabilities. Due to this 

situation, IASB decided to merge all the requirements on fair value measurement on a single 

standard: IFRS 13. IFRS 13 does not provide any explanations on when to apply fair value, 

instead the standard provides guidance on how to measure the fair value of financial and non-

financial assets and liabilities. Therefore, the biggest change this standard has provided is a 

single source of comprehensive guidance on how to measure fair value.  

 

According to the standard the definition of fair value is an exit price that gives priority to 

information derived from the market (IFRS 2014, p.501). On the new standard an extended 

version on fair value disclosure requirements are introduces. The disclosure requirements on 

fair value consist of a so called fair value hierarchy disclosure for both non-financial and 

financial items but with more detailed information in interim financial statements and a more 

extensive disclosure from when non-financial assets are valuated (EFRAG, 2012, p. 2, 5). The 

disclosure requirements that are presented on the new standard are included on paragraph 93 

(see Appendix 1). Note that the standards have been included in the appendix because they 

have been operationalized in this study (see chapter 4.4). 

 

According to EFRAG (2012, 2, 18) the main benefit with IFRS 13 is that it helps investors to 

understand the fair value measurements on the financial statements better than before. One 

main reason is because the standard improves the consistency and comparability in the 

disclosure of the measurement through a “fair value hierarchy” (IFRS 13, p.72). The 

hierarchy, which is summarized in figure 1, categorizes the inputs used in the valuation into 

three different levels.  
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Figure 2:  Summary of fair value hierarchy. 

 

 

Level 1 inputs are unadjusted quoted prices in active markets for identical assets and 

liabilities. Inputs included on this level are foe example listed securities or derivate. Due to 

the level being more optional in active markets it is ranked and prioritized the highest because 

quoted prices in these type of markets are easier to identify. Therefore, the value is easier to 

measure without basing it on estimations. However, level 1 inputs are difficult to use during 

the valuation of investment properties because the properties are more common in inactive 

markets. This markets are often referred markets with low sales and few buyers and sellers 

(Laux & Leuz, 2009, p. 21).  

 

Level 2, which consists of inputs different from the quoted prices included at level 1 can be 

observed directly or indirectly for the given asset or liability. The inputs that are included at 

this level are quoted prices for similar assets or liabilities in an active market, or quoted prices 

for identical assets and liabilities in inactive markets. When it comes to level 3, it includes 

unobservable inputs for the given asset or liability (Cozma-Ighian, 2015, page. 55). 

Unobservable inputs are used to measure fair value when relevant observable inputs are not 

available, which is common when investment properties are valuated. When a real estate 

company is valuing the property level 2 or 3 are considered to be optional for the valuation. 

However, if not enough information is gathered at level 2 and adjustments must be done in 

order to calculate fair value, the company may have to proceed to level 3 with the help of 

valuation methods, like for example the income approach. This approach is based on 

discounted cash flows which consist of estimated inputs like interest rates or for example 

inflation. Other approaches that may be used are the market approach or the cost approach. 

The first approach is used when prices and other relevant information is generated by the 

market transaction of identical or comparable assets and liabilities. When it comes to the cost 

approach it is used in order to reflect the current service capacity of an asset, which is the 

current replacement cost. The valuation techniques are not categorized for each level, instead 

IFRS 13, paragraph 63, explains that companies are allowed to use or multiple techniques 

depending on the circumstances.  

 

In practice, real estate companies estimate unobservable inputs are based on the entity’s own 

data. The estimated inputs can be developed either internally by management or externally by 

a valuation expert. Real estate companies must then use information that is reasonably 

available and that will be consistent with the assumptions of market participants (IFRS 13, p. 

87-89). According to Busso (2014, p.7) level 3 is commonly used during the valuation of 

investment properties (Busso, 2014, p.7). This may entail that investment properties are 
commonly measured at this level because of them being more common in inactive 

markets.  
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2.6. Fair value 
 
According to Laux and Leuz (2009, p, 827), fair value is a measurement for assets and 

liabilities that appear on the balance sheet. In IFRS 13 the measurement is defined as a 

market-based measurement, not an entity specific measurement which can be acquired with 

either observable or non-observable market transactions. The former implies that some of the 

observable market transactions and market information are not valuable. Nonetheless, the 

definition is still the same in both cases which is why the main aim of the measurement is to 

estimate the price during an orderly transaction to buy or sell either an asset or liability at the 

measurement date and under current market conditions (IFRS 13:1). The standards definition 

of fair value has been previously questioned as not being relevant enough. According to 

Busso (2014, p. 3) the definition in IFRS 13 describes the measurement as a transaction price, 

but she also argues that in imperfect markets the price between buyers and sellers varies. This 

means that in an imperfect market the information of prices is not readily disclosed, and 

therefore the definition in IFRS 13 is sometimes considered to lack relevancy (Busso, 2014, 

p.3). This entails that the definitions may lack relevancy because in IFRS 13’s definition the 

market is supposed to be perfect and therefore the information may be seen as unreliable in an 

imperfect market situation. 

 

The reliability of the measurement has always been under debate. Researchers like Laux and 

Leuz (2009, p.827) as well Penman (2007, p. 33) claim that one positive aspect about the 

measurement is that it gives a clear outlook on the current price of assets and liabilities. The 

transparency of the measurement is therefore an advantage for investors. Bengtsson (2008, 

p.5) has previously stated that this is why companies decide to disclose this measurement 

because it will display a true and fair view of the company’s financial situation. Therefore, 

investors prefer that companies disclose fair value because it will demonstrate the current 

market value of an asset.   

 

According to previous research (Muller et al, 2008, p. 33,) another reason for why companies 

may decide to valuate investment properties at fair value is because it increases reported net 

income. The study showed that companies who adopted fair value measurements had higher 

income than those that chose the historical cost model (Muller et al, 2008, p. 33). However, 

Laux and Leuz (2009, p, 828) also state that fair value is not reliable and that it is misleading 

for assets that are held for longer periods. Therefore, the measurement is questioned on 

whether it is reliable and verifiable enough for investors to base their financial decisions. The 

authors (Laux and Leuz, 2009, p, 828) also discussed the relevancy of the measurement. 

Considering that fair value is claimed to provide more relevancy to investors, it is not relevant 

enough due market prices being affected by market inefficiencies. Also, the valuation 

techniques used to estimate fair value are not considered to be adequate enough to reflect the 

market value. Because of this lack of relevancy, investors may be come irrational when 

basing their financial decisions. Even Bengtsson (2008, p. 5) has explained that the value 

lacks relevancy because of managerial self-interest and that the relevancy of financial 

statements may decrease since it will be less easy to monitor how management are using the 

assets of the real estate company. As mentioned, Nellesons and Zuelch (2011, p.63) also 

claim that the value is inappropriate in the case of investment properties because the real 

estate market is considered to be heterogeneous and less active than other markets. Since this 

measurement are based on estimations more assumptions will be made with an investment 

property.  
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As mentioned in figure 1 (see chapter 2.2) relevance has become more important than 

reliability. Even though relevance is important for investors, they still require financial 

information of good quality that will help them base their financial decisions. Nellesen and 

Zuelch (2011, p. 63) mentioned that the quality of the information used to base fair value 

these estimations is highly important because it determines the accuracy of the measurement. 

This is one of the main reasons for why fair value is considered to be subjective and uncertain 

because not only is it based on estimations but it is also estimated on internal and external 

estimations, which further increases the level of subjectivity. Therefore, the reliability of the 

measurement is questioned on whether it accurately represent the market price for investment 

properties.  Furthermore, there have been claims that fair value measurements contribute to 

volatility (Sundgren, 2013, p.245). The volatility is apparently created by measurement errors 

produced during the estimations and therefore it has been claimed that the measurement may 

not give an accurate reflection of risk (Novoa et al, 2008, p. 4). 

 

2.7. Disclosure requirements  
 

IFRS 13 contains a number of new disclosure requirements for fair value measurement. One 

objective of the new disclosure requirements is to reduce information asymmetry between 

companies and investors (IFR13, IN6). The new requirements will help investors to assess 

risk and to create a basis for accurate decision-making. This can lead to less volatility, higher 

liquidity and a reduced cost of capital.  

 

An important way for companies to create relevant and valuable information for stakeholders 

is by issuing financial information that is of high quality, as seen in figure 1.  According to 

IFRS financial information that is presented in accordance to the qualitative aspects of 

accounting is considered to be of good quality (Verrecchia, 2001, p. 97).t is therefore 

important that companies follow IFRS 13 and the disclosure requirements. According to Paul 

and Palepu (2001, 429-432), disclosure requirements with high quality assure stakeholders 

that the published information is reliable. These new disclosure requirements will also 

increase the comparability of financial statements between companies (Beyer et al., 2010, 

316). Although many accounting standards require that certain information should be found in 

the financial statements, earlier studies indicate that companies have not followed the 

requirements completely. According to the study by Busso (2014, p, 7) real estate companies 

in France, Italy and Germany do not provide all disclosure requirements, even though they are 

required to do so. Another Study by Glaum et al 2013, which included a survey of 17 

European countries, shows that only 73 percent followed IFRS disclosure requirements. 

However, the study also concluded that countries like Sweden, Finland and Denmark 

followed the disclosure requirements better than average (Glaum et al., 2013, 163). 

 

Previous studies on disclosure requirements also show that company size and listing status are 

significantly associated with the frequency level of disclosure. Within the market companies 

are divided as large-cap, mid-cap and small-cap. Large-cap companies tend to have, 

approximately, a value that is over one billion Swedish crowns. However, a mid-cap company 

usually has a value of 150 million Swedish crowns and one billion Swedish crowns. When it 

comes to small-cap companies they have a value that is less than 1 billion Swedish crowns 

(Swedebank, 2016). According to Glaum et al (2013, p.171) larger companies tend to have 

more developed as well extensive disclosure requirements in comparison to smaller 

companies. It will therefore be interesting to analyze the disclosure requirements between the 

listed real estate companies on large-cap as well those listed on mid cap.   
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2.8. Investors and IFRS  

 
For investors the implementation of IFRS 13 and fair value has increased the quality of the 

financial statements. The implementation has also improved the comparability between 

companies due to the common regulatory framework, which facilitates for investors when 

making rational decisions. Since IFRS 13 improves the comparability, it also increases the 

transparency, which leads to managers making better decisions for the shareholders (Ball, 

2006, page. 11). According to Ball, financial statements with high quality information should 

also reduce the risk for investors and the cost of equity. To be able to compare various 

investment options, investors in general have a common need for the most transparent 

information, which includes the fair value of assets and liabilities. Furthermore, a survey by 

the CFA institute states that both long-term and short-term investors’ desire fair value 

information and that investors need to be informed about a company’s financial health, risk 

profile and prospect in in order to invest. According to Papa, (2014, p. 1) fair value 

measurements increase the transparency of financial statements and help to strengthen the 

confidence of investors’. The transparency of a company’s disclosure methods is highly 

important for investors but it also depends on the type investor.  In a study by Bushee and 

Noe (2001, p. 171, 200) it is stated that institutional investors are most likely to be attracted to 

companies that present a higher disclosure. The reason for this attraction is mainly because 

institutional investors perceive these companies as more transparent than others. Furthermore, 

investors are also attracted because the information asymmetry between them and the 

company will be reduced. Therefore, the authors state that it is highly important for firms to 

improve their disclosures in order to not lose these investors. 

 

2.9. Information asymmetry  
 

In business and economics, information asymmetry is often referred as the study of transitive 

decisions where one party has more or better information than the other. This creates an 

imbalance in transactions and may cause market failure. When two individuals are about to 

trade and one of them has more information than the other, it is usually referred as an adverse 

selection. Information advantages may then occur after an agreement is obtained and this is 

usually referred as moral hazard. Moral hazard is often explained by using the principal-agent 

problem. The principal hires another individual, the agent, to perform a task on his behalf. For 

example, the owner, the principal, of a company hires a CEO, the agent, to manage the 

company. Since the two parties have different interest the principal cannot be sure if the agent 

is acting on his best interest (Do, 2004, p.1-2).   
 

If the quality of the disclosure measurements is not the best, it may lead to information 

asymmetry between different types of investors. More experienced investors may have the 

tools and knowledge necessary to value the specific asset, while less experienced investors do 

not. According to a study by Epstein and Schneider (2008, p.225), they found that low quality 

disclosed information increased the demand of investor compensation. Furthermore, they also 

concluded that low information quality could leave a lasting negative effect on the company’s 

stock price. Therefore, the new standard, IFRS 13, increased the disclosure requirements in 

order to improve complexities and increase the comparability of financial statements. Another 

reason was to reduce possible information asymmetries between institutional investors and 

private investors as the new requirements were designed to provide more information 

regarding fair value measurements.  
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A common example that is used when referring to information asymmetry and adverse 

selection is the classic example about of the used car. In simple terms it explains how sellers 

with a superior knowledge than the buyer has an advantage in trading transactions. If the 

buyer, that is investor, is uninformed about the proper value of his investment, he may be 

willing to buy anything between a bottom price and a premium price (Akerlof, 1970, page. 

488-500). In previous research asymmetric information between investors was examined 

when sellers were handling commercial mortgage-backed securities. The results showed that 

the sellers used private information to push lower quality loans upon investors (Deng & 

Gabriel, 2011, p. 319). Therefore, it is important that investors’ carry the same information 

about the investment as the seller. 

 

A study in Germany by Ferrari et al (2012, p.527), examined if investors perceived lower 

information asymmetry while working with companies that used IAS standards. The results 

indicated that there was a lower level of information asymmetry with companies that used 

IAS-standards compared to those who did not. The findings entail that investors’ gain from 

higher quality accounting.   

 

2.10. Auditors and fair value  

 
The auditor is responsible to present an opinion on whether the company´s financial statement 

is presented fairly and in accordance to the financial reporting framework. The auditor 

provides confidence for the users such as investors and banks that the financial statements are 

in accordance to the framework. After the audit is completed, the auditor expresses an opinion 

in the audit report, whether the statements are free of material statements or free from fraud or 

errors (SFS 2005:551).  

 

The auditor’s role has during a long time been perceived as a conventional mechanized 

attester of tangible evidence (Singh, 2015, page. 1). However, due to the adoption of fair 

value accounting the auditor’s role has changed. The concept of fair value accounting is a step 

toward implementing financial statements that represent an “economic reality”. This has 

resulted to the auditor’s role changing from just being a mechanized attester of tangible 

evidence to a role who exercises a judgmental function in an assessment of sometimes highly 

subjective values qualified as fair by the entity’s management (Singh, 2015, p. 54).  The 

development of fair value measurement is a major challenge for auditors and it is important 

that they are well educated and updated about fair value accounting. According to Public 

Company Accounting Oversight Board (PCAOB, 2014, p. 9), the auditors are not fully 

prepared to confront complicated issues relating to fair value measurements. There are several 

other studies that also discuss the auditor’s competence in fair value measurement. Benston 

and Hartgraves (2002, page. 105) highlight that auditors have not been able to keep pace with 

the rapid development of fair value accounting and that the development of fair value 

accounting has resulted in a massive competence gap with serious challenges for auditors and 

regulators.  

 

Benson and Hartgraves (2002, page. 105) also discuss the Enron scandal and that the auditors 

of Enron, Arthur Anderson LLP, were unable to understand the implications of the complex 

fair value accounting. This probably led to inadequate audit reports in Enron’s case. The case 

of Enron provides an illustration of one of the prime impediments to the universal adoption of 

fair value accounting. Since the Enron case, there has been an increasing trend in fair value 

accounting. This has led auditors to receive help from specialist and incorporate and interpret 
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the specialist work into the main audit process. Resourceful audit firms have organized 

training and development mechanisms for their employees to ensure that they are educated 

and well prepared to tackle fair value measurement issues. In our study we want to examine at 

what extent Swedish real estate companies follow the new fair value disclosures and how 

auditors respond if certain disclosure requirements are not met. It will be interesting to 

examine if the auditor expresses an unmodified or modified opinion if certain disclosure 

requirements are not met.  
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3. Theoretical Methodology 

This chapter explains the perspective that was adopted in the study as well our choice of topic 

and limitations. Furthermore, the epistemological and ontological philosophies of this study 

will also be discussed, as well research method, research approach, research design, and 

research strategy and literature choices. Lastly the chapter will conclude in a discussion 

regarding the social, political and ethical aspects that were taken throughout this study. 

 

3.1. Our perspective and preconception 
The main perspective of this study is that of an investor’s. IFRS 13 has been created in order 

to facilitate investors’ financial decisions. The standard indicates that by measuring the 

market value of an asset, investors will be able to get an insight on how much it’s actually 

worth at the current date. Since the study is not based on contacting investors, an interview 

with four auditors has been performed in order to offer us an insight regarding the current 

disclosure requirements as well on how investors’ financial decisions may be affected by 

IFRS 13. Furthermore, by studying the disclosures before and after IFRS 13 we will also be 

able to get an insight, with the help of the theoretical framework, on the effect the standard 

may have on investors according to theory and our empirical results.  

It should also be added that in this study we assume that there is a perfect market between 

buyers and sellers, which means that all users will have access to the same type of 

information. When it comes to the perfect markets connection with fair value, it is important 

to understand that fair values purpose is to show assets “true” value in accordance to the 

market. In this study we assume that the fair value indicates that all markets are perfect due to 

users having all available information about an asset. However, sometimes it can be difficult 

to show the assets “true” value due to little available information and subjective 

measurements that occur when the fair value is calculated. This eventually means that a real 

estate company will use inputs that may benefit the valuation of the business itself and also 

the asset by displaying a value that may not be consistent with the perfect markets evaluation. 

This type of situation can occur when for example when there is not enough information 

about an asset and management may take advantage of this and increase the value of an asset 

in order to make it appear higher than the market value. Therefore, when deciding to conduct 

this study we asked ourselves if there is not enough information is it actually possible to 

calculate a fair value that is similar to that of the markets. For example, how reliable are the 

inputs at level 3? Are the inputs at level 3 actually enough to acquire the fair value? It is 

difficult to know. Therefore, if subjective estimations are made, it is important that companies 

thoroughly explain how this calculations or assessments have been made in the financial 

statements. In that case we believe that it is important to analyze the real estate companies’ 

compliance of IFRS 13 disclosure requirements. 

When it comes to our preconceptions, Saunder et al (2009, p.116) explain that the term 

implies that a study may be affected depending on the researchers own values, knowledge or 

practical experiences. In our opinion, our preconception is influenced by our previous 

knowledge in business and administration but also due to previous lectures regarding fair 

value and also to current research regarding the topic.  Since we both studied the course 

advance financial accounting, we managed to get an insight regarding fair value disclosures, 

investment properties and IFRS 13. The research conducted by Bengtsson in 2005 and 2008 

was only based on investment properties under IAS 40 in Sweden and since IFRS 13 became 

official in 2013, we felt that it would be interesting to further study the subject. As Saunder et 
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al (2009, p.116) explains, the practical experiences of the researcher may affect the outcome 

of the study. Since we are both business students our knowledge from fair value has been 

influenced from articles and accounting courses within our masters’ studies. Therefore, all of 

the information we have gathered from fair value is purely based on previous research and not 

on practical experiences. We have therefore managed to be objective throughout the whole 

process by not only motivating each one of our choices but also by interviewing individuals 

that are experienced within the accounting field and the main subject of this study. This has 

therefore enabled us to acquire a better understanding of the subject outside from what we 

have read in previous articles. Furthermore, we are aware that the results of this study are 

based on our own interpretations but we still have managed to maintain a level of objectivity 

throughout the study. One reason is because the conclusions and analysis of our study are 

connected to reliable sources and also from information gathered from the interviews.  

 

3.2. Choice of topic and Limitations 
 

Previous lectures regarding fair value lead us to write about this specific topic. Considering 

that the advantages and disadvantages of fair value are still debated in the accounting 

profession it is of importance to further study the IFRS 13 disclosure requirements. As 

previously mentioned, research indicates that the measurement may not be reliable for 

investors’ after all. The fair value measurements are mainly based on estimations and 

assumptions, which further increases the interest in the topic. Furthermore, the accounting 

convergence is another reason for why we decided to write about this topic. Considering that 

common law and code law countries are slowly adopting similar accounting standards, it is 

important to study how a code law country like Sweden is currently adapting to IFRS 13, 

especially since Sweden has mostly used historical cost measurements in the past (Muller et 

al, 2011, p. 1140). 

 

Our study focused on public real estate companies in Sweden because of the strong economic 

progress that has been forecast for the country. In Europe, majority of the investment property 

sector is located in France, Germany and the UK. These three countries are considered to be 

the largest economies in Europe.  In comparison smaller countries like Sweden have a 

considerably smaller market. However, recent reports indicate that the Swedish economy as 

well investment property market is growing and becoming stronger. A recent report indicates 

that the Swedish economy is developing more than that of several EU member states as well 

Nordic countries. The sector receives approximately 19 % of the credit from banks (Bellman 

& Öhman, 2012, p.1), which indicates how large and important this sector is for the Swedish 

economy. This progressive evolution in the Swedish market is also an indication that much 

more investors’ will be attracted to the countries investment property market (NaiSvefa, 2015, 

p. 4-5). We considered that since the real estate market in Sweden is developing, it is 

important that real estate companies comply with the new disclosure requirements because as 

stated by Bellman and Öhman (2012, p.1 and NaiSvefa (2015, p. 4-5) it is a very large 

market. Therefore, we find it interesting to study how these companies are complying with   

IFRS 13 standards. Moreover, Sweden was also one of the many countries whose investment 

properties were accounted under historical cost (Muller et al, 2011, p. 1140) and later changed 

to fair value measurements under IAS 40 back in 2005. Since IFRS 13 has only been in effect 

for three years, it further increases our interest in studying how well the companies are 

complying with the standard.   

 

Furthermore, there is no previous research on IFRS 13 standards in Swedish real estate 

companies. Since the companies are also listed at Stockholm NASDAQ OMX we want to be 
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able to contribute to further research regarding this specific subject on this specific market. 

Considering that IFRS 13 has only been in effect for three years it was natural for us  to 

analyze three years before the standard was implemented, which when IAS 40 was the only 

standard that real estate companies used in order to measure investment properties at fair 

value. Even though the study is based on investment properties, we want to highlight that 

investment properties held for financial lease have been excluded from this study because 

they are not considered relevant for this specific research. Instead this study is only focused 

on properties held by the owner.  

 

 

3.3. Research philosophy 

3.3.1. Ontology and Epistemology 

According to Saunder et al (2009, p.109) researchers may mix their philosophical approach 

on the condition that it is acceptable to work with a variation of views within ontology as well 

epistemology. Ontology is about what type of assumptions are made on how the world works. 

The term is divided into two perspectives which allows the researcher to perceive social 

entities in a subjective or objective manner. The first perspective is usually called 

constructionism.  Constructionism is described as a view where the subject being studied is 

dependent of social actors (Bryman & Bell, 2011, p. 21). Eventually, this definition implies 

that the researcher takes a subjective stance throughout the study. Saunder et al (2009, p.111) 

explain that in order for a researcher to understand the actions of social actors, it is important 

to explore them in a subjective manner. However, this point of view is not part of our study. 

Even though the study is based from an investor’s point of view, we do not believe that 

constructionism is suitable for us. Firstly, our study consists mostly of quantitative data and 

we therefore considered that the qualitative data on our study is not sufficient enough for us to 

take this perspective. We believe that the qualitative data of the study is not going to create a 

better understanding about how IFRS 13 will affect investors’ and also about the auditor’s 

role. Instead we believe that the interviews will strength certain parts of our study. One part 

that will be strengthen is table 2 in chapter 4.4, which includes information on whether any of 

the real estate companies’ auditor left modified opinions. Furthermore, it will also give us an 

insight regarding investors’ and IFRS 13 disclosure requirements.  

 

Based on this motivation we decided to undertake an objective approach. Saunder et al (2009, 

p. 110) defines objectivism as a view where the subject being studied is independent from 

social actors. This means that the researcher will be able to study a subject without being in 

any specific contact with it. Since the main point of view of this study is that of investors’ we 

believe that it is more suitable. As mentioned, large part of our study consists of quantitative 

data and only two qualitative interviews. Therefore, we believe that we are more objective 

than subjective in our study. In this study we managed to include interviews from experts that 

carry enough knowledge regarding IFRS 13 disclosure requirements and who also managed to 

give us an insight on auditors and IFRS 13 as well investors’. We considered that the 

interviews and our interpretations of the interviews have not affected the objectivity of this 

study. The reason for this is because after transcribing the interviews, we consulted both 

participants on whether their answers had been translated and transcribed in a correct manner 

(see chapter 3.8). This implies that we have managed to mitigate any type of subjectivity by 

using their answers in their rightful nature.  Furthermore, since four auditors were interviewed 

we were also able to get different perspectives regarding investors’ and auditors as well. This 

we believe creates a less bias opinion on the qualitative part of the study.  
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When it comes to epistemology, it consists of two point of views: positivism and 

interpretivist. The latter term describes that a researcher gains better knowledge by studying 

and interacting with the subject in question (Saunder et al, 2009, p.116). However, this point 

of view will not be part of our study. One argument we have against choosing this view is that 

even though the study is from an investor’s perspective, we have not interacted with them in 

order to understand the research problem.  Therefore, positivism was the epistemological 

point of this study and was combined with objectivism. According to epistemological 

philosophy, positivist researchers believe in observing social aspects from afar and that all 

knowledge should be available to everyone (Long et al, 2000, p. 190). In this study we 

decided to base it from an investor’s point of view. Since there was no personal contact with 

the investors, the study will therefore take the positivist approach. This is one of the main 

advantages with taking the positivist approach. A second advantage with this approach is that 

of objectivity. There are two reasons which we can argue the objectivity of this study. Firstly, 

the content of the financial reports in this study contain inputs by the real estate companies 

who disclosed them. This indicates that no input on this statements was made by us, instead 

the information was included by the real estate companies themselves. Secondly, the study’s 

objectivity can also be strengthening with the fact that we operationalized the disclosure 

requirements and agreed on a common interpretation of them. The agreed interpretations were 

also balanced with an academic, who has extensive knowledge regarding the main subject, 

which strengthen our positivist point of view but also our objective stance throughout the 

study.  

 

. 

3.4. Research approach  

Based on our research philosophy, we managed to choose a research approach that we 

considered to be suitable for our study. As mentioned the study is based on an objective view 

and we have therefore taken a positivists point of view. There are three types of approaches: 

Induction, abduction and deduction. The first approach aims at generating new theories and is 

not based on hypothesis. However, this approach is not consistent with our research 

philosophy, which according to Saunder et al (2009, p.124) is not suitable when a positivist 

view or objective view is used. When it comes to an abductive approach, Saunder et al. (2009, 

p.126) describe it as a combination between deduction and induction. The combination of 

both approaches is considered to be an advantage when there is not enough previous research 

about certain parts of the subject. In this study we have however not considered an abductive 

approach. One reason is because majority of the data of our study is quantitative, and because 

we are not aiming at creating new theories. Instead, the interviews will give an insight about 

the issue. Therefore, this study is conducted in a deductive manner. This approach implies 

that by using a theoretical framework the researcher will create hypothesis, and will later on 

analyzed them with the help of gathered data (Saunder et al, 2009, p. 24). Considering that 

our study is not creating new theories it will instead base our results on the theoretical 

framework as well empirical findings. In conclusion we considered that a deductive approach 

was much more appropriate. On this basis it helped us construct, with the help of the 

theoretical framework, an appropriate research question that is connected to the research gap 

of the study.  

Furthermore, since hypothesis are part of deduction, we have also based our research on 

hypothesis as well tested them.  Previous research (Donatella, 2014, p. 3) on IFRS 13 and 

disclosure requirements was conducted without any hypothesis. Therefore, it would be 

suitable for us to use more advance statistics in order to answer our research question. 
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Furthermore, since we have included interviews we still believe a deductive approach is 

consistent with our study. Firstly, the interviews as well empirical data have been 

operationalized in order to better analyze the answers of the interviewed participants but also 

the disclosure requirements. Saunder et al (2009, p.124) also states that operationalization 

forms part of deductive approaches. Lastly, as mentioned, we are not aiming at creating new 

theories. Instead we want to analyze them with the help of the collected interviews as well 

empirical data. Moreover, the approach also creates a level of distance between us and the 

investors’. Since the investors were not in the direct contact with us, the four auditors’ 

opinion will be of value in order to answer part of our aim on how investors may be affected. 

At the same time, the approach created distance through the statistical measures that were 

undertaken in order to understand the disclosure requirements before and after IFRS 13 in 

Sweden.  

 

3.5. Research Method 
 

On the basis of our research philosophy, research approach, research strategy and design a 

quantitative and qualitative method was chosen. The quantitative method is appropriate 

because the study is covering the time period 2010-2015. Therefore, the method allows us to 

do a longitudinal analysis of the disclosure requirements before and after IFRS 13. 

Furthermore, this method also allowed us to generalize the differences of disclosure 

requirements for public Swedish real estate companies in the period 2010-2015. We based it 

on the fact that there is a total of 20 public real estate companies in the Swedish real estate 

market and therefore it is possible to generalize the study for this specific market. We also 

believe that the study can be generalized to a code law country that also follows IFRS 13 

disclosure requirements (see chapter 1.1). From this information one can also argue that since 

the Swedish market is small it is possible to still generalize the results. This also strengthen 

the reliability of our study because the companies analyzed are representative for the market 

they are in. It is also worth mentioning that the reliability also indicates that other researches 

may conduct the same study since we thoroughly explained the approach, philosophy as well 

strategy and design. Furthermore, the validity of the study can also be attested, with the 

distance between the theoretical operationalization and the practical operationalization 

(Holme & Solvang, 1997, p.167). We considered that the study has validity because the 

disclosure requirements (see Appendix 1) were operationalized in a manner were they are 

defined as we understood them but no major changes occurred either. Every variable was also 

discussed with an academic that has great experience about fair value, which also further 

strengthen the validity of the study.  

 

As mentioned our research philosophy is both of a positivist aspect as well objective aspect. 

The study is therefore not aiming at creating a new theory, but instead we will analyze with 

the help of empirical findings. Therefore, we considered that a qualitative method it’s optional 

for this study as well. The method was considered because it would give us a better insight 

about the subject and also about the results that are presented in table 3. Furthermore, it would 

also help us cover the investors’ point of view by interacting with practitioners that have 

knowledge about the subject. For example, this method enabled us to understand the auditor’s 

opinion regarding the disclosure requirement and how investors are affected by it. An auditor 

has usually better knowledge about IFRS 13 disclosure requirements, and since it has been on 

effect for three years the auditors may also know how the disclosure requirements have been 

working so far. Lastly, the combination of both methods has given us the opportunity to not 

only acquire more information but also to strengthen our study. Considering that majority of 
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the previous research consist of only quantitative methods, we felt that the investors 

perspectives is strengthen even further by people who are directly working with IFRS 13 

questions. Therefore, both methods strengthen our analysis and results.  

 

3.6. Research Design and Strategy  

Before a research is conducted, it is important that researches established a strategy and a 

research design that will help them conclude the study. This study is based on both descriptive 

as well advanced statistic, which has been constructed on the basis of secondary data, and 

primary data in form of interviews as a research design. The first has been created in the form 

of a longitudinal study, which Balnaves and Caputi (2001, p. 25) claimed that it is optional for 

studies where the researcher wants to see the differences between times. Therefore, this 

design is optional for our study in order to understand if there have been any differences of 

followed disclosure requirements in 2010-2015 by analyzing the financial statements of the 

real estate companies. The other research design was to interview four auditors’ in order to 

obtain a better insight regarding their opinion on IFRS 13. Since the auditors are not affected 

by the disclosure requirements in the same way as an investor, we believe that they can be 

regarded as objective observers, or informants that are beyond the phenomenon we are 

studying but have much to say about it. The interviews strengthen the collected data, which 

also strengthen the objectivity of the study.   

As mentioned one part of the study will consist of secondary data, in these case the analysis of 

the financial reports it will consist of descriptive statistics and of the Wilcoxon matched pair 

test. One reason for why descriptive statistics and the Wilcoxon matched pair test will be 

helpful in this study is because it will enable us to describe unto what extent the real estate 

companies follow the disclosure requirements in the period of 2010-2015. Saunders et al 

(2009, p. 13) described that descriptive statistics is preferable when the researcher wants to 

find the central tendency of a variable. Since our research question claims that it describes the 

difference before and after IFRS 13, the descriptive statistic was therefore appropriate for our 

study. The statistics will therefore consist of diagrams and tables that indicate the differences 

in both periods. Furthermore, by using the Wilcoxon matched pair test it will also enable us to 

build hypothesis and test the significant differences between the disclosures between and after 

IFRS 13. Another reason for why this test is appropriate is the quantity of data. In a study by 

Evan et al (2010, p.219) on how to test and measure disclosure requirements, it was stated 

that a small sample is still considered appropriate for this type of test. The sample of this 

study consists of 15 out 20 real estate companies, meaning that 90 financial reports were 

analyzed. It may also be added that 90 audit reports were analyzed as well in order to develop 

the qualitative part of this study.  

Given that Glaum et al (2013, p.171) used a model on how to analyze IFRS disclosure 

requirements in companies, our research strategy was at some extent constructed in the same 

manner. This means that the variables will be encoded as 1 if disclosed and 0 if not 
disclosed. This method is usually refereed as the dichotomous method or simply as an 

unweighted disclosure index. The index was previously used by Evans et al (2010, p. 213) in 

a study about approaches on how to measure compliance. In this study the authors claim, that 

in order to measure the level of disclosure of IFRS requirements an unweighted disclosure 

index is considered to be a suitable measurement. The main aim of the index is to divide the 

total of followed disclosure requirements with the maximum amount of requirements a 

company is subjected to disclose. Therefore, in our study we categorized 1 as disclosed and 0 

as not-disclosed. Furthermore, the companies were divided as large cap and mid cap because 



  

24 
 

as mentioned in chapter 2.7, previous research (Glaum et al, 2013, p.196) indicates that the 

level of disclosure is sometimes connected to the size and listing of the company. We will 

therefore include descriptive statistics and perform a Wilcoxon matched signed test in order to 

analyze if there are any differences before and after IFRS 13 was implemented. In order to 

conduct this test a hypothesis has been implemented, which will eventually show the level of 

significance of fair value disclosure before and after IFRS 13. 

 

Furthermore, in order to make it easier to compare the requirements before and after IFRS 13, 

we decided to implement the disclosure requirements from 2013 in to the period 2010-2012 as 

well because some of this requirements were already part of IAS 40 (see chapter 2.3 and 

Appendix 1). For example, sensitivity analysis and valuation methods were already included 

in the period 2010-2012, we felt that it would be easier to compare if we used the IFRS 13 

requirements as references. We are aware that some of this requirements were not in existence 

before IFRS 13, but still believe that this type of method was the best way for us to actually 

analyze the data. Therefore, the study will include the word disclosed for both periods as well.  

 

While designing our study we were also aware that if certain information is included on the 

financial reports but was not enough to meet a specific disclosure requirement, it would not be 

coded as 0.5. One reason is because the disclosure requirements under IFRS 13 are relatively 

specific but not precise and therefore the requirements are interpreted and fulfilled in different 

ways. For example, IFRS 13 requires that the companies should specify how sensitive fair 

value is to changes in the underlying assumptions (IFRS 13, p. 93). Such type of sensitivity 

analyzes can be presented in different ways. In some cases, sensitivity analyzes are in a table 

with clear figures on how a change, of for example discount rate, affects the carrying value 

and the results. In other cases, it can be specified in words rather than numbers. Our study has 

also used number 1 and 0 to describe whether the auditor has left a modified opinion or an 

unmodified opinion on the audit report. Naturally, 1 implicates that the auditor has noticed 

that the company has not followed the disclosure requirement and left a modified opinion, 

while 0 implicates an unmodified opinion if the auditor missed to leave a comment even 

though the company failed to disclose a certain requirement. It should be pointed out that the 

variables of this study are the disclosure requirements. Lastly, since our study was descriptive 

we therefore took the same approach as Busso (2014) in order to answer the research 

question. This means that the empirical findings will be summarize in descriptive tables as 

well diagrams. Lastly, the interviews were operationalized in order to do some limitations 

regarding what we did not considered relevant for our study. This enabled us to analyze the 

responses by connecting them to the theoretical framework.  
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Figure 3: Summary of the study’s methodological approaches. 

3.7. Literature choices  
 
The first part of the study is considered to be secondary. This means that information 
has been gathered from previous sources about the subject and also sources that will 
eventually be useful when coding the disclosure requirements. Majority of the data used 
in order to code the requirements consists of financial statements wish we managed to find 

on the website of the real estate companies as well the database Bolagsfakta. The database is a 

recommended databased by Umeå University which contains corporate information for 

investors. While using the financial reports as our secondary material, we were aware that the 

whole financial statement was not going to be revised. The most important parts of the reports 

were the notes as well balance sheet, income statement and audit reports. One part of the 

reports, like the corporate governance report was not revised because it only contained 

information about the board and it is not an official part of the financial statement. It is also a 

report that is usually not revised by auditors in general so it was only natural to exclude it 

from our study.  

 

Another type of information was previous research. The articles used on this study were 

found on the databased Business Source premier (EBSCO), Science direct, Emerald Science 

and the university library’s search engine. The sources used in this study are reliable because 

they are peer reviewed which means that they are scientifically examined and appropriate for 

our study. The main keywords that were used during the search process were: fair value, 

disclosure requirements, IFRS 13, IAS 40, investment property, investors and auditors. When 
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searching for sources, the main limitation was that there are not much previous studies 

regarding the Swedish investment properties as a whole. The study by Bengtsson, which was 

conducted in 2006 and 2008 was the only one that covered investment properties in Sweden 

but that was under IAS 40. However, there are no studies regarding the IFRS 13 disclosure 

requirements in Sweden and how the disclosure requirements have been followed ever since 

its implementation. Therefore, our study is aiming at increasing research regarding this 

specific subject. There were some sources that covered IFRS 13 disclosure requirements in 

Europe. Busso’s (2014) study on IFRS 13 disclosures in France, Italy and Germany covered 

how these three countries were adapting to the new standard. Therefore, it was only natural to 

study the IFRS 13 disclosures in Sweden, since Busso’s study did not cover how the country 

has been adapting to the standard so far.  

 

Majority of the articles of this study have been conducted in an objective manner. For 

example, Penman’s article, Muller et al (2011) and Busso’s (2014) do not just bring negative 

aspects regarding fair value but they also discuss about the advantages the values may have 

on investors. It should also be added that majority of the articles used in this study are 

empirical studies, except for Penman’s (2007). The author explains that empirical facts will 

provide less insight onto why fair value is less preferable than for example a historical cost 

method. Even though majority of the other studies are empirical, we can argue that this 

studies have used previous research as well to attest their results. Thus making their study 

valid in our opinion. Furthermore, the sources that are mainly based in empirical studies ought 

to be considered reliable as well because they are conducted with a large amount of data 

based from EU-countries, which increases the possibility of generalizability.  Our study 

though, is different from many of our sources. It is based on two methodologies that will 

enable the possibility to generalize and also to get a better insight on fair value measurements 

and IFRS 13. As mentioned in chapter 3.5 we are able to generalize the Swedish market but 

also code law countries that have adopted IFRS 13 in the EU.  Even though none of our 

sources carry the same research design as our study we considered them to be valid and 

reliable enough. 

 

 

3.8. Social, political and ethical aspects 

It is important that researches take into consideration the social, legal and ethical aspects the 

study may have on the companies or people included. Balnaves and Caputi (2001, p. 242) 

explain that researchers must take into account the privacy, confidentiality as well the 

anonymity of its subjects being studied. The researcher must be aware of the threats the study 

may bring for others.  This study has taken into consideration of the interviewed participants’ 

integrity. Before interviewing the participants, we sent an email to each one of them in order 

to give them the opportunity to think about whether they wanted to participate in the study or 

not. Furthermore, in the interview template candidates are given the opportunity to answer 

whether they want their named published on the study or not. This increases the study’s 

ethical aspects because no personal information about the participants is published without 

their consent. Another way of increasing the ethical aspects of this research was that we sent 

the translated version of the interviews to each participant. This gave them the opportunity to 

go through their answers and to approve the content. The study has also managed to increase 

the anonymity of the participants. In order to do this each participant will be named 

participant 1 and participant 2. Furthermore, the institutions for where the two participants are 

employed have also been excluded from the study and the same goes to their previous careers 

in other organizations. We made sure not to publish the name of their employee in order to 
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avoid any misconceptions that the opinions of the participants are also the opinions of the 

institutions as a whole.  

Furthermore, we are aware that the companies in this study are named on table 1 but we 

believe that this will not be an issue if their name is displayed on the study. Firstly, there are 

20 real estate companies in Sweden, if someone decided to conduct the same study as us by 

using the same time period this companies will quickly show up on the data. Secondly, 

previous research regarding IAS 40 and fair value measurements in Sweden in 2005 as well 

2008 also names majority of the companies that have been included in our study. The fact that 

these companies are listed on NASDAQ Stockholm OMX also indicates that no ethical 

aspects have been affected since these real estate companies are already known in the market. 

Thirdly since the financial reports of the companies were used in order to compare the 

difference of fair value disclosure before and after IFRS 13, we can argue that no legal as well 

ethical aspect has been affected. The reason for this is that the real estate companies have 

chosen to disclose this information with the public. Disclosing financial information is also 

something public companies in Sweden are bound to do according to law. Taking this into 

consideration no confidentiality was affected, because of their willingness to publish third 

financial statements. Another discussed ethical issue is that of the research being financially 

supported by an organization that wants to profit on the results of the study (Millnert, 2011, 

p.76). We can attest that our study has not been financed by any organization. Instead the 

study has been conducted due to our interest in fair value measurements, which arised during 

previous lectures and articles that we read at our business school. When it comes to the 

articles that contained vast information about fair value disclosure, we can also attest that no 

copyright infringement occurred during the study. Since the Harvard system is required at the 

business school each authors statements has been referred to in accordance to this rule. In 

conclusion, no article has been copied throughout this study.  
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4. Practical Methodology  

In this chapter both the results from the quantitative and qualitative data are presented. The 

chapter first starts with a motivation regarding the choice of companies and exclusion as well 

how the data was processed and operationalized. Lastly the chapter contains the statistical 

results in tables as well diagrams. 

4.1. Choice of companies and Exclusion 

One part of the study’s purpose was to study how well public Swedish real estate companies 

follow the new disclosure requirements under IFRS 13. In order to achieve this purpose, we 

investigated real estate companies that met certain requirements. The first requirement is that 

the companies must be dedicated real estate companies, by that we mean companies that are 

conducted primarily to manage, acquire and lease properties. The second requirement is that 

the investigated companies have been listed during the period 2010-2015. By choosing the 

years 2010-2015 we are able to evaluate the disclosure requirements before and after the 

implementation of IFRS 13 and we can compare as many years before the implementation as 

after the implementation. We have chosen to examine real estate companies listed on Nasdaq 

Stockholm OMX main markets, which consist of large cap, mid cap and small cap.  

In 2015 there were 20 real estate companies listed on Nasdaq Stockholm OMX main markets. 

But due to our limitations, five real estate companies are not relevant for our study (see 

appendix 1). That is because the companies were not listed during the investigation period. 

The companies included in our study are presented on table 1. As presented on the table, 

small-cap companies are not included because there are no small cap real estate companies on 

the small-cap list for real estate companies on Nasdaq Stockholm OMX. As mentioned in 

chapter 2.7, large cap companies have been claimed to have more developed disclosure 

requirements than smaller companies (Glaum et al, 2013, p.171). Therefore, we decided to 

divide them in our study in order to see if this also occurred as well.  

 

Table 1: Companies included in the study. 

NASDAQ LARGE CAP NASDAQ MID CAP  

Hufvudstden AB Diös AB 

Atrium Ljungberg AB Kungsleden AB 

Castellum AB Fastpartner AB 

Fabege AB Heba AB 

Balder AB Catena AB 

Wallenstam AB Corem property group AB 

Wihlborgs AB Sagax AB 

Klövern AB  

 

Even though the companies have been named in this study, they will not be analyzed 

individually. This is because this study was aimed at analyzing the real estate market in 

Sweden as a whole and not to compare each company individually.  The companies are thus 

named because we believe that it is important to state what companies are currently in the real 

estate market in Sweden.  
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4.2. Profile of companies 
In this chapter a short presentation of each real estate company will be outlined in order to 

understand how they are currently measuring the investment properties. The information 

below also includes the property value of each company and what market they are currently 

listed. As previously mentioned by Glaum et al (2013, p.171) larger companies are considered 

to have extensive as well more developed disclosure requirements than smaller companies. 

Therefore, this presentation is included in order to see what the statistics show. A diagram 

will be implemented in order to analyze the average level of disclosures in the period 2010-

2015. 

 

Large cap 

 

Hufvustaden 

The real estate company was founded in 1915 and it’s considered to be one of Sweden’s 

largest public real estate companies. Hufvustaden is a large-cap company that has been listed 

in NASDAQ Stockholm’s since 1938. In 2015 the total property value was approximately 

31.7 billion Swedish crowns (Hufvudstaden, 2015. p. 6). The vast majority of the investment 

properties managed by Hufvustaden are commercial properties located in both Gothenburg 

and Stockholm. Most of the properties are office buildings and also shopping stores 

(Hufvustaden, 2015, p. 4, 17). According to the company’s financial statement the investment 

properties are valuated at fair value according to level 3 of the valuation hierarchy 

(Hufvudstaden, 2015, p. 78).  

 

Atrium Ljungberg 

Atrium Ljungberg owns, develops and manages real estates. The company is listed on 

NASDAQ Stockholm’s large-cap list and its main focus is on commercial properties in larger 

cities like Stockholm, Uppsala, Malmö and Gothenburg. Tage Ljungberg founded it in 1946 

and it has been listed since 1994 (Atrium Ljungberg, 2015, page 91). In 2015 the total 

property value was approximately 31 billion Swedish crowns (Atrium Ljungberg, 2015, page 

103, 118). The company values all investment properties at fair value according to level 3 in 

IFRS 13 (Atrium Ljungberg, 2015, page 130).  

 

 

Castellum   

Castellum is concentrated in attractive growth markets such as Stockholm, Gothenburg, 

Mälardalen and Eastern Götaland Öresund region. The company is listed on NASDAQ 

Stockholm’s large-cap and the property portfolio consists of commercial properties. The 

company was founded 1993 and listed in 1994. In 2015 the property value was approximately 

42 billion Swedish crowns (Castellum, 2015, page 16, 64). Castellum values its investment 

properties at fair value according to level 3 in IFRS 13. (Castellum, 2015, page 108).  

 

Fabege  

Fabege is listed at NASDAQ Stockholm’s large-cap list. The primary focus is on real estate 

development and management of company-owned commercial properties in Stockholm. 

Fabege was founded in 2005 and has been listed since. In 2015 the total property value was 

approximately 40 billion Swedish crowns (Fabege, 2015, page. 58). Fabege value all 

investment properties at fair value according to level 3 (Fabege, 2015, page. 78).  
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Balder  

Balder owns properties in Sweden, Finland and Denmark and is listed at NASDAQ 

Stockholm large-cap list since 2006. Balder has a total property value of approximately 68 

billion crowns and value all investment properties at fair value according to level 3 (Balder, 

2015, page. 64, 82).  

 

Wallenstam 

The company was founded in 1944 and has been listed in NASDAQ OMX Stockholm since 

1984 (Wallenstam, 2016). The company is listed on large cap and had a property value of 

approximately 32 billion Swedish crowns in 2015 (Wallenstam, 2015, p. 48). Wallenstam 

valuation of its investment property is based on level 3 of the fair value hierarchy 

(Wallenstam, 2015, p. 98). 

 

Wihlborg 

Wihlborg’s is considered to be one of southern Sweden’s largest holder of investment 

properties. The company was founded in 1924 and been listed as a large-cap at NASDAQ 

Stockholm since 2005. In 2015 the company had a property value of approximately 28 billion 

Swedish crowns (Wihlborg, 2015, p. 108).  

 

Klövern 

Klövern was founded in 2002 and has been listed as a large-cap at NASDAQ OMX. 

(Klövern, 2015). However, the company was officially listed as a mid-cap in the stock market 

in 2003 (Klövern, 2013, p.72). In 2015 the property value of Kungsleden was 35 billion 

crowns (Klövern, 2015, p. 86, 6). The investment properties valuations are based on level 3 in 

IFRS 13 valuation hierarchy (Klövern, 2015, p. 97). 

 

 

Mid Cap 

 

Kungsleden 
Kungsleden is a real estate company and is listed in Stockholm’s mid-cap market. The 

company was founded in 1994 and listed in 1999. In 2015 Kungsleden had a property value 

of approximately of 27.5 billion Swedish crowns, which consisted of 291 properties in 

Stockholm, Gothenburg, Mälardalen, and southwest of Sweden (Kungsleden, 2015, p. 3). The 

property portfolio consists primarily of commercial properties and the investment properties 

are valued at fair value according to level 3 (Kungsleden, p. 73) 

 

Fastpartner  

Fastpartner was founded in 1987 and listed in 1994 in Stockholm’s mid-cap market. The main 

part of the property portfolio is located in Stockholm but some property holdings are also in 

Gävle, Norrköping, Gothenburg and Malmö. The business focuses on commercial properties 

such as offices, warehouse, industry and trade but also residential. In 2015 the total property 

value was approximately 15.5 billion Swedish crowns and value all investment properties at 

fair value according to level 3 (Fastpartner, 2015, p. 2, 5, 76).  

 

Catena  

Catena is a real estate company with focus on logistic properties and is listed in Stockholm’s 

mid cap-list. In 2015 the total property value was approximately 5.3 billion Swedish crowns 

(Catena, 2015, page. 4). The company was founded and listed in 2006 and value all 

investment properties at fair value according to level 3 (Catena, 2015, page. 76).  
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Heba 

The company was founded in 1952 and is listed in Stockholm as a mid-cap since 1994. The 

company is mainly focused on rental housing properties in Stockholm, however a small 

minority are also based in Borlänge and Lidingö. According to the company’s financial report 

the property value was approximately 6.6 billion Swedish crowns. The investment properties 

are valued at fair value according to level 3 of the valuation hierarchy (Heba, 2015, p.24).  

 

Diös 

Diös was founded in 2005 and has been listed as a mid-cap on NASDAQ Stockholm since 

2006. In 2015 the company disclosed a property value of approximately 13 billion Swedish 

crowns. Majority of the properties managed by Diös are both commercial and rental housing 

properties and all investment properties are valued according to level 3 of the valuation 

hierarchy (Diös, 2015, p. 11, 48) 

 

Sagax  

Sagax is a real estate company that is listed in Stockholm as a mid-cap and the main focus is 

on commercial properties in Stockholm. The company was founded in 2004 and it has been 

listed at the Stockholm stock exchange since 2007. In the annual report of 2015 the total 

property value was approximately 16 billion Swedish crowns. Sagax value all its investment 

properties at fair value according to level 3 in IFRS (Sagax, 2015, p. 107).    

 

Corem property group 

Corem property group owns, develops and manages real estates. The business main focus is 

on commercial properties in middle and southern Sweden as well in Denmark. Corem 

property group was founded and listed in Stockholm’s mid-cap list in 2007. In 2015 the total 

property value was approximately 3.2 billion Swedish crowns. (Corem property group, 2015, 

p. 28B).  

 

4.3. Profile of participants 
 
Since this study also aims to describe from an investor’s perspective how the new 

requirements may affect their financial decisions, four qualitative interviews with real estate 

auditors who carry expertise within IFRS 13 were conducted. The interviews give a better 

insight not only about the auditors’ modified opinion on the audit report but also about how 

the standard may affect investors’. As mentioned in chapter 3.8, it is important for a 

researcher to take into account of the confidentiality, privacy and anonymity of the people 

included in the study (Balnaves and Caputi, 2001, p. 242). Since all four participants 

demanded to be anonymous, they will be referred as Participant 1, Participant 2, Participant 

3 and Participant 4 in this study. The reason for why we do not want to call them as the 

“auditor” is a matter of choice, but also because we want to create a level of consistency 

throughout the study. This chapter will therefore briefly explain and describe each participant, 

in order to give the reader an insight on how to identify each one of them. Table 2 below 

contains information about the anonymous name of each and every participant as well their 

geographical location. Furthermore, the table also includes their industry specialization as 

auditors, interview duration and lastly it includes at the date of the interview. 
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Table 2: Summary of conducted interviews. 

Interviewed 

participants 

Geographical 

location 

Industry 

specialization 

Interview 

duration 

(minutes) 

Data 

collection 

techniques 

Date 

of interviews 

Participant        

1 

Stockholm Real estate 

auditor 

10 min e-mail 18/May/2016 

Participant        

2  

 

Stockholm Real estate 

auditor 

27 min Personal 

interview 

27/June/2016 

Participant        

3  

Stockholm Real estate 

auditor 

37 min Phone 

interview 

06/July/2016/ 

Participant        

4  

Stockholm Real estate 

auditor 

22 min Phone 

interview 

22/August/2016 

 
 

Before conducting the interviews, we thought about what type of individuals would form part 

of our sample. Therefore, we chose our participants by doing a homogenous sampling. 

According to Saunder et al (2009, p.240), a homogenous sampling allows the researcher to 

focus on one specific group within the population were all members of the group are similar. 

In this case we had some criteria on how to identify an appropriate group to form part of this 

study. Firstly, the participants needed to be auditors. Since this forms part of our research 

question and objective, it was important to get an auditors opinion about IFRS 13 as well how 

investors may be affected by the new disclosure requirements. Furthermore, since auditors are 

specialized in different industries and markets, we decided that real estate auditors fitted our 

sample the most (see table 2 above). Majority of auditors that are specialized in real estate are 

well aware of IFRS 13 and therefore their opinions was regarded as important for the study.  

 

Each and every participant was contacted by email where the objective as well methodology 

of the study was mentioned in order to give a clearer explanation of what the study was about. 

The email of the participants was already disclosed on their respective audit firm’s website 

which made it easier for us to get in contact with them. The main disadvantage with emailing 

is that it takes much longer for someone to respond whether they want to be part of the 

interview or not. We considered this to be a disadvantaged because it prolonged much of our 

work by waiting for possible responses. Those participants who actually wanted to be part of 

our study got the opportunity to read the interview template before the interview, which 

allowed them to prepare themselves. As previously mentioned in chapter 3.8, the participants 

were allowed to choose if they wanted to be anonymous. Majority of the participants in this 

study chose this option, meaning that no personal information are them or the name of the 

audit firms they are employed in will be included.  

 

As seen in table 2 above, two out of four participants were interview through the phone. An 

exception was participant 1 who was interviewed by e-mail and participant 2 who preferred to 

be interviewed in person. The reason for why some interviews were done through the phone 

and e-mail is not only due to geographical matters but also due to the availability of the 

auditors. Since the authors of this study reside in a different geographical area than that of the 

participants, it was impossible to do personal interviews. Furthermore, not many auditors 

were available during the period the interviews were conducted. Those that were available 

could only participate in the interview through the phone. Therefore, in order to collect as 

much information as possible, all participants were recorded. According to Saunder et al 
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(2009, p. 339), audio-recording an interview enables the researcher to fully concentrate on 

what is being said and also on the tone of voice. By recording the interviews of participants 2, 

3 and 4, we managed to acquire larger information than when participant 1 was interviewed.  

 

As mentioned, participant 1 was interviewed by email and since there is no specific 

measurement on how long it took the participant to answer the question, we assumed a length 

of ten minutes due to the frequency of the participant’s answers. Therefore, on the table above 

it is assumed the interviwed took 10 minutes. The participant is located in Stockholm and 

currently works as a real estate auditor at a big four firm. In comparison to other interviews, 

this specific participant was contacted by email. The reason why the interview was not 

conducted in person is because the participant resides in another city. Furthermore, the time 

period when the participant was contacted is a month when auditors in general are extremely 

busy. Therefore, in this case the participant decided that an e-mail interview was the best 

option at that point. As a result, no transcription was made but instead a direct translation was 

conducted.  

 

One main disadvantage with conducting an e-mail interview is that the answers can be quite 

short and there is no possibility of doing a follow up question. According to Saunders et al 

(2009, p.324), interviews that are not conducted in person tend to have a lower response rate, 

which is apparent in appendix 2. However, this interview served as a guide to further develop 

the interview guide. We felt that the answers provided by the participant where not enough for 

us to conclude something out of it because, as mentioned, the answers where to shorts. As 

seen in appendix 2, the guide was not completely changed except that some questions where 

altered more than others and one specific question was added. In question number one we 

decided to include what has been previously said about investors and IFRS 13. The main 

reason for why we decided to do this is mainly because it would serve as a small background 

for the participant and it will be easier for them to understand what has been debated since 

IFRS 13 was introduced. Furthermore, it gave us much better information as well. However, 

we also believe that the interviewing techniques that is interviewing by phone as well in 

person also provided much needed information.  When it comes to question number three, it 

was added in the interview guide because according to previous research fair value 

measurements are considered to be a more appropriate measurement and it also provides a 

better picture of the real estate company’s financial position. This specific question helped us 

to further get an insight of the investor’s perspective and whether IFRS 13 may affect their 

financial decisions.  

 

When it comes to participant 2, the interview was conducted in person. The participant is also 

a real estate auditor and also works for a big four auditing firm. The main advantage of 

interviewing participant number 2 in person is that the participant was able to express more 

about the subject. This means that the answer frequency was larger while conducting the 

interview in person in comparison to the e-mail interview. As seen on table 2 the participant 

was interviwed in Stockholm. Since one of us was not geographically situated in Stockholm 

at the time of the interview, it meant that the other had to meet up with the participant and 

conduct the interview. Since transcribing the interview was important, the other author who 

was not present at the time listened to the audio recorded interview and analyzed whether the 

previous author had managed to transcribe the interview correctly. When it comes to 

participant 3 and 4, since both where interviwed by phone the answer frequency was also 

larger. Like the perevious participants, both are employed at a big four audit firm and also 

work as real estate auditors. At the time of the interview both authors were not in the same 

city as the participants, therefore a phone interview was the best possible option. This 
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interviews were conducted separately, meaning one author interviwed participant 3 and the 

other participant 4. After the interviews were done we listened the audio recorded interviews 

and made sure that we had grasped everything that was said in the transcription as well 

translated correctly. 

 

4.4. Operationalization of qualitative data 
Even though a dichotomous method was also applied on the auditors’ opinion, it has not been 

quantified in the same manner as above. As previously mentioned, the auditors’ modified 

opinion served as a basis for us to proceed with the qualitative part of this study. If the auditor 

left a modified opinion due to a certain requirement not being followed, the opinion was 

encoded as 1. However, if a disclosure requirement is disregarded then it meant that the 

auditor is aware of the company not fully following the disclosure requirement and it was 

encoded 0 (see table 3 below). 

 
Table 3: Auditors opinion on the analyzed financial reports. 

 

This table was conducted before the interviews in order to see if the auditors had left a 

modified opinion on the financial statements. As seen from the results an interview was 

conducted in order to get further information about the auditor and IFRS 13. We considered 

that the interview would enable us with better information regarding the disclosure 

requirements and that it also would strengthen the study’s results. The interviews with the 

auditors were also operationalize (see table 3) in order to ensure sure that we covered what 

was relevant to bring up in our study. The operationalization of qualitative data is highly 

important because it will give the author the opportunity to see a relationship between the 

operationalized data and theory. It will furthermore give us the opportunity to prove the 

validity of themes in the thesis (Saunder et al, 2009, p.491). The operationalized words in this 

study was based on one part of our theoretical framework. Considering that the investors’ 

perspective was important to put in the study, the theories that were important and formed a 

themed in the interview were: Investors and IFRS, information asymmetry, auditors and fair 

value as well accounting quality aspects. 

Auditors    1=Modified opinion 0=Unmodified opinion 

Large Cap 
 

2010 2011 2012 2013 2014 2015 
Atrium Ljungberg 0 0 0 0 0 0 
Castellum 

 
0 0 0 0 0 0 

Fabege 
 

0 0 0 0 0 0 
Balder 

 
0 0 0 0 0 0 

Hufvudstaden 0 0 0 0 0 0 
Klövern 

 
0 0 0 0 0 0 

Wallenstam 
 

0 0 0 0 0 0 
Wihlborgs 

 
0 0 0 0 0 0 

  
  

    
  

Mid Cap 
 

  
    

  
Diös 

 
0 0 0 0 0 0 

Heba 
 

0 0 0 0 0 0 
Catena 

 
0 0 0 0 0 0 

Kungsleden 
 

0 0 0 0 0 0 
Fast Partner  0 0 0 0 0 0 
Corem Property Group 0 0 0 0 0 0 
Sagax  

 
0 0 0 0 0 0 
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Table 4: Operationalized interviews. 

Questions Participant 1  Participant 2 Participant 3 Participant 4 

IFRS 13 effect 

on investors 
Unchanged    

Information 

asymmetry 

between investors 

and real estate 

companies. 

Reduced Reduced Reduced 

 

Reduced  

Reliability and 

verifiability of 

IFRS 13 

Reliability 

enhanced 

More reliable More reliable 

due to 

transparency 

More reliable due 

to transparency 

Who is affected 

among investors? 
Private Private It depends on 

the education of 

the investor 

Private 

What is the most 

important change 

for an Investor? 

Valuation 

method 

Different 

parameters and 

valuation 

methods 

Discounted cash 

flow (Valuation 

method)/ 

parameters 

Sensitivity 

analysis/valuation 

approach 

Auditors 

knowledge about 

IFRS 13 

Good. Good Good Good 

Modified opinion No. Rarely noted. If it is 

significant 

Very rare 

 

This table summarizes the interviews’ in themes in order for us to better connect it to the 

theories used in the study. Here the main themes are IFRS 13 and disclosure requirements as 

well Auditor and IFRS 13. The auditor and IFRS 13 forms part of this study due to the results 

we received while analyzing the audit reports (see table 3 above). The table indicated that no 

modified opinion was left even though some of the companies missed disclosing certain 

requirements. Therefore, interviews were necessary in order to find about this results. As seen 

on appendix 2 the interview for participant 2, 3 and 4 look relatively different than the one 

above. However, is only question 1 and 3 that have been altered (see Appendix 2). 

 

4.5. Operationalization of quantitative data 
It is important that researches manage to describe how each variable will be defined, that is 

operationalized. This means that the variables need to be clarified in order to be measured 

(Holme & Solvang, 1997, p. 159). As mentioned, each of the IFRS 13 variables have been 

summarized in order to present what we considered as important parts of the disclosure 

requirements and also how we understood them as well (see table 6). As it is presented on 

appendix 1 disclosure requirement c and h) ii as well h) iii have been excluded. The first 

requirement was excluded because it is only applicable for financial assets and not investment 

properties. When it comes to h) ii, we considered that it was not relevant for investment 

properties since it is only aimed at financial assets. The second requirement was removed due 

to lack of information regarding if the assets is in is highest and best use. In order to increase 

the credibility, we also balanced the summarized requirements with an academic that is 

experienced in subjects regarding fair value. By operationalizing, we also managed to 

increase the reliability of our study. A reason is that by operationalizing we are presenting 

what aspects are considered to be of importance during the study. Therefore, it will be easier 

to test the main hypothesis that will be used to answer the research question of the study. As 
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previously, mentioned, our study is deductive meaning that we are able to derive a hypothesis 

from the theoretical framework. Since, previous research indicates that large companies have 

a higher tendency of following disclosure requirements better than smaller companies we 

therefore decided to derive a hypothesis that was connected to this part of the theoretical 

framework, but who will also manage to answer our current research question.  

 

Considering that the research question was to find the differences between fair value 

disclosures among public Swedish real estate companies before and after IFRS 13, the word 

company in our research needs to also be explained thoroughly. As mentioned in chapter 4.1, 

no small cap companies have been included in our study. Instead we have decided to only 

analyze large cap and mid cap real estate companies because there were no small cap real 

estate companies on the listed in NASDAQ Stockholm. Since our research question is about 

the differences of fair value disclosure between Swedish real estate companies before and 

after, we will not analyze large cap and mid cap real estate companies against each other. 

Firstly, before and after tests are usually conducted on matched samples. This is the case for 

the Wilcoxon matched sign test, where it is highly recommended in situations of paired 

samples. Specifically, during before and after conditions (Faherty, 2008, p.255). This means 

that the before and after test will be conducted separately since we believe it will cover the 

word company in our research question in a more accurate manner. One must keep in mind 

that our research question does not state specifically that it will be the difference between 

large cap and mid cap companies. It merely states about the differences in fair value 

measurements between Swedish real estate before and after IFRS therefore the Wilcoxon 

signed rank test is the most appropriate test for our study. Furthermore, the test was also used 

(Evans et al 2009, p. 219) in studies that pertain IFRS disclosure requirements. This test will 

be further discussed in chapter 4.6. 

 

In order to answer our research, question we decided to outline a hypothesis, which will be 

applied for the statistical measure of both large cap and mid cap real estate companies before 

and after IFRS 13. As mentioned in chapter 2.3, in a study by Glaum et al (2009, p.179), it 

was stated that large cap companies have a higher tendency of following disclosure 

requirements than mid cap companies. As previously mentioned, no previous study has been 

conducted regarding IFRS 13 and Swedish real estate companies, therefore a hypothesized 

mean of ranks was not considered for the result of our study. The null hypothesis of this 

study, H0, therefore assumed that the level of significance was zero in both periods for real 

estate companies in Sweden before and after IFRS 13. This means that there is no significant 

difference between fair value disclosures before and after IFRS 13. When it comes to the 

alternative hypothesis, it will assume that there is a significant difference between Swedish 

real estate companies before and after IFRS 13. Since the word companies included both large 

cap and mid cap, we have decided to divide the hypothesis in the following manner: 

 

H0beforeLarge = H0afterLarge = There are no significant differences between fair value disclosure 

among large cap real estate companies in Sweden before and after IFRS 13 

 

H1beforeLarge ≠ H1afterLarge = There are significant differences in fair value disclosure among 

large cap real estate companies in Sweden before and after IFRS 13. 
 

H0beforeMid=H0afterMid = There are no significant differences between fair value disclosure 

among mid cap real estate companies in Sweden before and after IFRS 13 
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H1beforeMid ≠ H1afterMid = There are significant differences in fair value disclosure among mid 

cap real estate companies in Sweden before and after IFRS 13. 

 

According to Saunders et al (2009, p.450) a null hypothesis is only accepted when the 

significance level is over α = 0.05. However, if the null hypothesis is under this value, it 

eventually means that the alternative hypothesis is accepted and the null hypothesis is 

rejected. For this study, it means that if any large cap real estate company before and after has 

a p-value under α = 0.05 the null hypothesis will be rejected. The same can be said about mid 

cap real estate companies before and after IFRS 13. 

 

4.6. Wilcoxon matched pair test 
The Wilcoxon matched pair test is a non-parametric test which a researcher may apply when 

the statistical data is not normally distributed. Therefore, the test is based on the assumption 

that the sample being analyzed is not normal. This does not entail that parametric tests are 

superior than non-parametric, in fact, according to Sharman (2014, p.414) the Wilcoxon test 

is the equivalent of a t-test of two related samples. This was also attested by Faherty (2008, p. 

225) who claimed that the Wilcoxon matched pair test is equal to the paired sample t-test. The 

author further claims that while the paired sample t-test produces a t value, the Wilcoxon 

matched pair test produces a z value. Furthermore, in comparison to the t-test, the Wilcoxon 

matched paired test takes into consideration the differences between paired values. This 

means that if the researcher is conducting a before and after test on a related sample the 

Wilcoxon matched pair test is applicable (Hinton, 2004, p.224). We consider that the above 

claims further strengthen our choice in conducting a non-parametric test for our study.  This 

test was also chosen because conducting a paired sample t-test, or other parametric tests like 

ANOVA, requires a very important criteria and that is the criteria of normality. According to 

Saunder et al (2009, p. 449) when conducting parametric test, the data included must be 

derived from normally distributed populations. As seen in table 3 below, the samples of our 

study were not normally distributed. The normal distribution sample was conducted in 

accordance to the Shapiro Wilks test for normal distribution. The statistical tool SPSS also 

carries out the Kolmogorov Smirnov test, but this test is much more appropriate for larger 

samples, therefore we decided not to conduct it. Both tests are well recommended when 

testing for normality (Shapiro et al, 1968.p 1366). The main differences between both tests is 

that the Shapiro Wilks normality test has been claimed to be more appropriate for smaller 

samples, and also to be more superior than other types of statistical tests. The Shapiro Wilks 

test assumes that if the p-value is under α = 0.05 then it means that the data is not normally 

distributed. 

 
 
 
 

 

 

 

 

 

 

 

 

 

 

Table 5: Tests of Normality of the samples before and after IFRS 13 

 

Shapiro-Wilk 

Statistic df Sig. 

Large cap before .861 21 .007 

Large cap after .640 21 .000 

Mid cap before .733 21 .000 

Mid cap after .734 21 .000 

a. Lilliefors Significance Correction 
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The statistics on table 5 indicate that the samples for both large cap and mid cap real estate 

companies before and after companies are not normally distributed since the p-value is under 

the recommended p-value of α=0.005. There might be a reason behind this results and one of 

them can be due to the sample size. According to Corder and Foreman (2009, p. 9) an 

important assumption for conducting a parametric test is that of obtaining a large sample size. 

Saunders et al (2009, p. 218) claim that the larger the sample the more normally distributed it 

is. Therefore, it is advised that a researcher selects a sample that is approximately in 

accordance to the limit theorem. The theorem describes that a sample should be of the size of 

30 in order for it to be considered normally distributed (Saunders et al, 2009, p.216).  

 

Considering that our study consisted of 90 financial reports and that the study was 

longitudinal, meaning the before and after of fair value disclosure will be analyzed, a 

parametric test is not appropriate for our study. Firstly, the samples of before and after for 

both mid cap and large cap are different in size. This implies that the period of 2010-2015 for 

mid cap which means that out of the 90 financial reports that where analyzed throughout the 

study, 21 of them consisted of mid cap companies in the period 2010-2012 and the other 21 

where of the period 2013-2015. Eventually this means that in total 42 financial reports for the 

mid cap companies where analyzed. The same can be said about the large cap companies. For 

the period 2010-2012, 24 financial were analyzed for the large cap real estate companies and 

for the period 2013-2015 24 financial reports were also analyze. Eventually, in total, 48 

financial reports for the large cap companies where analyzed. This indicates, that since the 

samples before and after for both large cap and mid cap real estate companies are under the 

recommended size of 30, a non-parametric test is more appropriate. It further strengthens the 

fact for why the samples are not normally distributed. Conducting a t-test or any other 

parametric test might therefore lead to skewness and wrongful statistical measurements 

(Saunder et al, 2009, p. 216). Furthermore, it is not unusual that a non-parametric test is 

considered in IFRS disclosure studies. Evans et al (2010, p. 219) conducted their study by 

using a sample of 10 companies and therefore considered that the most appropriate statistical 

measurement is the Wilcoxon matched signed test. The main aim of the test is to rank the 

differences between two related samples and then it will test the significance of these 

differences. Eventually, this means that it will test the level of significance in different 

ranking scores (Evans et al, 2010, p.219). The test indicates this level of significance by 

displaying both positive and negative ranks. If the positive ranks are higher than the negative 

ranks, it means that there is a significant difference. Sometimes, the test also displays if there 

are any ties between the ranks, which means that at some point the real estate companies in 

the sample will have an equal frequency of disclosing fair value information. The test also 

includes the mean of these ranks as well the p-value, which is referred to as Assymp. Sig on 

SPSS.  

  

4.7. Statistical test: Unweighted disclosure index 
After operationalizing the variables, we decided to encode them as either 1 or 0. If a variable 

was encoded with a 1 it meant that it had been disclosed, however a 0 meant not-disclosed. As 

previously mentioned in chapter 3.6, this method is sometimes referred to as the dichotomous 

method or as an unweighted disclosure index. The index has been previously used by most 

researchers when studying disclosure requirements among companies (Evans et al, 2010, 

p.213, Glaum et al, 2009, p. 171).  

 

The main aim of the method is to provide scores whenever the company has disclosed or has 

not disclosed a requirement. Since the index is dichotomous the scores are between the range 

of 1, if it is disclosed, and 0 if it has not been disclosed. However, Evans et al (2010, p.215) 
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explained that it is not extremely dichotomous due to certain requirements not being 

applicable to all companies and therefore it can be considered not applicable. As we 

mentioned in chapter 3.6 our study was only conducted on the range of 1 to 0. Since most of 

the disclosure requirements were also controlled with the help of an expert we are certain that 

measurements like non-applicable or 0.5 are not to be considered for this study. 

 
After the disclosure requirements for a company have been scored a researcher may start 

calculating the index. The index is calculated as the ratio of the total items disclosed to the 

maximum disclosure possible disclosure requirements. In order to calculate this index an 

equation by Evans et al (2010, p.215) has been included in this study as well. The equation in 

Evans et al (2010, p.215) study was the following: 

 

 

Where Cj represents the total disclosure for each company. T is the total number of 

requirements that have actually been disclosed by company j and M is the maximum 

disclosure requirements that could have been disclosed by the company. As mentioned above, 

requirements c), h.ii) and h.iii) were not included in this study, therefore the maximus amount 

of disclosure is 10 and not 13. This means that in order to calculate the index for each real 

estate company we have calculated the ratio by dividing each disclosure requirement, for each 

and every company, that has been disclosed with the maximum of ten disclosures. It is worth 

mentioning that the index was calculated for both periods before and after. It is also the main 

data that was used during the Wilcoxon matched paired test (see Appendix 1).  

 

 

4.8. Processing data 
After operationalizing the variables, all information found on each company’s financial 

statement was transferred to excel. Each row in excel contained all of the 15 companies that 

were analyzed in the study. The disclosure requirements were outlined in the columns and the 

years were displayed as disclosure 2010, disclosure 2011, disclosure 2012 and vice versa. 

This gave us the opportunity to see how each disclosure requirement was followed out before 

and after IFRS 13 was implemented.  As mentioned, since the variables are dichotomous, we 

calculated an unweighted disclosure index. The disclosure index for each company, in the 

periods before and after was stated in the same rows. That is the row for mid-cap before 

contains the data from 2010-2012 (see Appendix 1) and the disclosure for large cap before 

contains the data for the period 2010-2012 and large cap after contains the period 2013-2015. 

Lastly, when all financial reports had been analyzed and the variables were encoded on excel 

and the index was calculated, we were able to run a statistical test on SPSS. The diagrams that 

are displayed in the study have been created in excel, while the rest of the statistics has been 

conducted on SPSS. As mentioned the study will display the information in percentage, both 

in the descriptive tables as well on the diagrams to show the level of differentiation during 

both periods. The percentage is actually the mean, standard deviation and median. The 

auditors’ opinion was not implemented in the descriptive statistics, instead it was done 

manually on excel and it will display the auditors’ opinion during each year (see table 4 

above). The qualitative interviews were also processed. After operationalizing the interviews 

according to themes, the words were summarized on a table (see table 4) that gives a clear 
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aspect of the participants own opinion regarding IFRS 13 and investors. The table will 

therefore, be of use during the analysis of quantitative and also qualitative data. As mentioned 

the qualitative data will help strengthen the study and give a better insight into the investor 
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Table 6: Operationalization of disclosure requirements. 

 
 
 
 
 
 
 

A) For non-recurring fair value measurements, an entity shall provide information about the 

cause of valuing the asset or liability to fair value. For recurring fair value measurement, an 

entity shall disclose the information about the fair value measurement. 

 

B) For recurring and non-recurring fair value measurements, an entity shall disclose the level 

of the fair value hierarchy (Level 1, 2 or 3).  

 

D) If an entity discloses fair value measurement according to level 2 or 3, a description of 

the valuation techniques shall be presented. If there have been any changes in the valuation 

techniques, an entity must submit that change and the reasons for making it. Quantitative 

information shall be provided on significant unobservable inputs used in the valuation at fair 

value. If an entity uses quotes from a third party without adjustments, the company does not 

need to provide quantitative information.   

 

E) For recurring fair value measurements categorized within level 3, an entity shall disclose 

the opening balances and the closing balances attributable to the following:  

i) Reconciliation of the opening and closing balances, with separate information about the 

changes that can be attributable to: the total profit or loss for the period recognized in the 

income statement.   

ii) Reconciliation of the opening and closing balances, with separate information about the 

changes that can be attributable to: the total profit or loss for the period recognized in other 

comprehensive income.  

iii) Reconciliation of the opening and closing balances, with separate information about the 

changes that can be attributable to: the total profit or loss for the period recognized in 

purchases, sales, issues and settlements.  

iv) Reconciliation of the opening and closing balances, with separate information about the 

changes that can be attributable to: The amounts of any transfers into or out of level 3 of the 

fair value hierarchy and the reasons for those transfers. Transfers out and into level 3 shall be 

disclosed and discussed separately.   

 

F) The total amount of gain or loss included in profit or loss categorized within level 3 due 

to change in unrealized gain or loss.  

 

G) Description of the valuation process used by an entity and how an entity has preceded the 

valuation.  

 

H) For recurring fair value measurement categorized within level 3, an entity shall disclose: 

i) The sensitivity of the fair value of changes in unobservable inputs and interrelationships 

between those inputs and other non-observable inputs.  
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4.9. Empirical Findings  

4.9.1. Descriptive statistics Fair value 2010-2015 

 
Table 7: Disclosure 2010-2012. 

 

Since the study aimed at looking the differences of how the disclosure requirements were 

followed in 2010-2015. Table 7 indicates that certain disclosure requirements were disclosed 

more than others. Disclosure requirement b in IFRS 13 is 0 % percent on the table. Naturally, 

this is expected because fair value hierarchy levels did not exist before 2013. When it comes 

to e.ii, other comprehensive income in the income statement, it was only prioritized at an 

average of 40 %. The low number can also be explained by the fact that mid cap real estate 

companies were less inclined to prioritize e.ii than large cap real estate companies (see 

Appendix 1). Furthermore, the standard deviation for this specific disclosure requirement is 

higher than 40 %. The data for this requirement deviates with a total of 49.54 %, which 

indicates that both large cap and mid cap are quite bad at disclosing comprehensive income in 

2010-2012. Another number that stands is the average of 53.3 % in disclosure f. This 

requirement also has a quite high deviation. It shows a deviation of 50.45 %, is not higher 

than disclosure e.ii but it still indicates that the companies have not been good at actually 

disclosing the total amount of gain and losses under level 3. This may be due to the fact that 

level 3 was not a disclosure yet during this period. 

 

In comparison to the former disclosure the mid cap real estate companies were better at 

accounting unrealized gains and losses than large cap (see Appendix 1). Furthermore, 

disclosure g. was disclosed at an average of 97.7 %, meaning that the real estate companies 

are quite good in describing the valuation methods they use when conducting fair value 

calculations. This was one requirement that was included in IAS 40, were it was important to 

specify what valuation method was used. 

Descriptive Statistics 

 N Minimu

m 

Maximu

m 

Mean Std. 

Deviation 

Varianc

e 

Statistic Statistic Statistic Statistic Std. 

Error 

Statistic Statistic 

a) 45 1 1 1,00 ,000 ,000 ,000 

b) 45 ,0 ,0 ,000 ,0000 ,0000 ,000 

d 45 ,0 1,0 ,911 ,0429 ,2878 ,083 

e.i 45 ,0 1,0 ,978 ,0222 ,1491 ,022 

e.ii. 45 ,0 1,0 ,400 ,0739 ,4954 ,245 

e.iii. 45 ,0 1,0 ,956 ,0311 ,2084 ,043 

e.iv. 45 ,0 1,0 ,844 ,0546 ,3665 ,134 

f 45 ,0 1,0 ,533 ,0752 ,5045 ,255 

g) 45 ,0 1,0 ,978 ,0222 ,1491 ,022 

h.i.) 45 ,0 1,0 ,867 ,0512 ,3438 ,118 

Valid N 

(listwise) 

45       
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Table 8: Disclosures 2013-2015. 

 

Since IFRS 13 was implemented, the difference from the period 2010-2012 and 2013-2015 is 

clearly visible from table 7 and table 8. The table above indicates that previous requirements 

from 2010-2012 have improved since IFRS 13 was implemented. For example, the above 

table indicates that requirement b. is approximately 100 % disclosed. One main reason is that 

real estate companies had to inform at what level of the fair value hierarchy the measurements 

were conducted.  In the period 2010-2012, disclosure b did not exist because IAS 40 was still 

the main standard to follow when measuring investment properties at fair value. There is also 

a slight difference in disclosure eii, which has increased since IFRS 13 was implemented. The 

standard deviation also indicates that there has been a slight improvement on how real estate 

companies treat this requirement that is other comprehensive income. During this period the 

disclosure of this specific requirement is an average of 66.7 % between large cap and mid-cap 

real estate companies, while the deviation has decreased to 47.67 % and it further indicates 

that since the implementation the companies have prioritize this specific requirement slightly 

better than before. Disclosure f has also improved in comparison to period 2010-2012, but the 

deviation, even though slightly lower than the former period, is still quite high. This indicates 

that real estate companies are still quite bad at prioritizing the total amount of gain and loss 

within level 3, even though the disclosure of levels within the hierarchy became official in 

2013. Chapter 4.3 also indicates that this is the level the studied companies used when 

evaluating their properties. Lastly the requirement of valuation methods, that is g, has been 

disclosed by all real estate companies. Even though in 2010-2012 the average that it would be 

disclosed was 97.7 %, the new change also indicates that IFRS 13 requires the real estate 

companies to be more detailed about what type of valuation method they are using. This can 

also be seen at the level of improvement of disclosure h, which requires a sensitivity analysis 

Descriptive Statistics 

 N Minimu

m 

Maximu

m 

Mean Std. 

Deviation 

Varianc

e 

Statistic Statistic Statistic Statistic Std. 

Error 

Statistic Statistic 

a) 45 1 1 1,00 ,000 ,000 ,000 

b) 45 ,0 1,0 ,978 ,0222 ,1491 ,022 

d 45 1 1 1,00 ,000 ,000 ,000 

e.i 45 ,0 1,0 ,978 ,0222 ,1491 ,022 

e.ii. 45 ,0 1,0 ,667 ,0711 ,4767 ,227 

e.iii. 45 ,0 1,0 ,933 ,0376 ,2523 ,064 

e.iv. 45 ,0 1,0 ,844 ,0546 ,3665 ,134 

f 45 ,0 1,0 ,578 ,0745 ,4995 ,249 

g) 45 1,0 1,0 1,000 ,0000 ,0000 ,000 

h.i.) 45 ,0 1,0 ,978 ,0222 ,1491 ,022 

Valid N (listwise) 45       
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when fair value is measured. The analysis is, as previously mentioned a way of showing how 

sensitive the value is to other factors, like for example inflation, and why the measurement 

may be deviating. Overall the real estate companies in Sweden are still good at presenting fair 

value measurements before and after IFRS 13. However, the study also found that some 

companies may be slightly better than others at presenting the values in accordance to the 

requirements.  

4.9.2. Descriptive statistics of Large cap and Mid cap 2010-2015 

The diagrams below indicates how well Swedish real estate companies follow fair value 

disclosures before and after IFRS 13. This diagrams are created in accordance to the 

unweighted disclosure index by Evans et al (2009, p. 214). In diagram 1 it is clear that large 

cap real estate companies where quite good at disclosing fair value information. Furthermore, 

the diagram also indicates that large cap real estate companies were still better at disclosing 

fair value information in comparison to mid cap real estate companies during the period of 

2010-2012. As mentioned before, research indicates  that larger companies tend to have better 

and well developed disclosures than smaller companies (Glaum et al, 2013, p 171). The last 

three years (2013-2015) both large cap and mid cap companies improved the disclosure of fair 

value measurements after the implementation of IFRS 13. The companies listed on large cap 

meets the new disclosure requirements on average over 90 % and the companies listed on the  

mid cap market meet the new disclosure requirements on average over 80 %.  

 
Diagram 1: Fair value disclosure of large cap real estate companies before IFRS 13.  

 
Another thing that it’s interesting about diagram 1 is that by 2012, a year before IFRS 13, was 

implemented, there was a level of increase in the fair value disclosure. As seen in the diagram 

below (see diagram 2) it is certain that large cap companies where quite well at disclosing fair 

value information after IFRS 13 was implemented. Majority of the companies included in the 

study have a fair value disclosure between 90 %. Some companies like Klövern, Atrium 

Ljungberg, Wihlborg and Fabege, had for example managed to increased their disclosure of 

fair value measurements. The diagram below clearly indicates that large cap companies have 

managed to disclose fair value information much better than before IFRS 13. 
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 Diagram 2: Fair value disclosure of large cap companies after IFRS 13. 

 
In comparison to diagram number 1, the above diagram clearly indicates that large cap real 

estate companies increased its fair value disclosure to 90 %, and even 100 %, after IFRS 

13.When it comes to mid cap real estate companies, they also have managed to increase their 

disclosure of fair value measurements. In diagram 3, we can see that majority of the mid cap 

real estate companies had a disclosure of fair value measurements that was between 70 % and 

80 %. Some of the disclosure varied as well, where some of the companies had a 50 % 

disclosure in 2011, but managed to increase it by 2012 , a year before IFRS 13 was 

implemented.  

 

However, mid cap real estate companies were still slighly worse than large cap companies at 

disclosing fair value information, even though they managed to increase its disclosure when 

IFRS 13 was implemented. For example the diagram below indicates that the fair value 

disclosure between majority of the mid cap companies was between 70 % and 80 % before 

IFRS 13 was implemented.  

 
Diagram 3: Fair value disclosure of mid cap companies before IFRS 13. 

 
The diagram clearly indicates that in comparison to large cap companies before IFRS 13 (see 

diagram 1, p. 44) mid cap companies where not especially good at disclosing fair value 
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measurements. Large cap companies before IFRS 13 had a level of disclosure that was 

between 10 % and 20 % higher than that of mid cap companies during the same period.  
 

Diagram 4: Fair value disclosure of mid cap companies after IFRS 13. 

 
In comparison to diagram number 3, the fair value disclosure among mid cap companies after 

IFRS 13 is slightly higher than before. At least among some of the companies. For example, 

by 2014 and 2015, companies like Catena, Kungsleden, Fast partner and Sagax had a 90 % 

level of disclosure in comparison to before the implementation. Even though some of the 

companies still need to improve its implementation, for example Heba, they still managed to 

increase its fair value information after IFRS 13. 

 

The table below, summarizes the tendency of Swedish real estate companies disclosing fair 

value information before and after IFRS 13. The table indicates that there has been an 

increase in between Swedish real estate companies and how they disclose fair value 

information. For example, the average disclosure during the period of 2010-2012 was 85 % 

for all large cap real estate companies and 66 % for all mid cap real estate companies. 

However, in the period of 2013-2015, there is a level of increase where the average disclosure 

for large cap was 94.17 % and for mid cap it was 83.81 %. This indicates that Swedish real 

estate companies have overall managed to increase their fair value disclosure of investment 

properties. Since this is only descriptive statistics, it would also be interesting to see how the 

fair value disclosure was among the Swedish real estate companies before and after IFRS 13 

according to the Wilcoxon matched pair test and what it indicates according to the tested 

hypothesis. 

 
Table 9: Large cap and mid cap real estate companies before and after IFRS 13. 

 N          Mean  Median Std. Deviation Minimum Maximum 

Large cap before % 24 85.00 90,00 10.215 70 100 

Large cap after % 24 94.17 90,00 5.836 80 100 

Mid cap before % 21 66.67 70,00 10.165 50 80 

Mid cap after % 21 83.81 90,00 8.047 60 90 
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4.9.3. Tested hypothesis  

As mentioned, a two tailed hypothesis was used in the course of our study in order to test 

whether there was any difference between how Swedish real estate companies have disclosed 

fair value information before and after. According to the null hypothesis there are no 

significant differences of fair value disclosure before and after IFRS 13. Furthermore, the 

alternative hypothesis implies that there is a significant difference between fair value 

disclosure before and after IFRS 13. We will first look at how the hypotheses where tested 

against the large cap real estate companies before and after IFRS 13. The following 

hypothesis were implemented (see chapter 4.5):  

H0beforeLarge=H0afterLarge 

H1beforeLarge ≠ H1afterLarge  
 

On the table below we can see that the negative mean rank, meaning large cap before, is less 

than the positive mean rank. As it is stated on the table the positive mean rank is 10.25 % 

instead of 9.97 %. Evidently this indicates that the disclosure of fair value measurements 

among large cap companies before and after IFRS 13 was still quite good even before IFRS 

13 was implemented. This is also evident from the descriptive statistics, were the mean before 

was 85 % and the median was 90 %. Furthermore, the mean after IFRS 13 is 94.17 % and the 

median was 90 %. This indicates that large cap real estate companies have improved their 

disclosure of fair value measurement but it was still fairly good at disclosing the measurement 

even before IFRS 13. As previously mentioned N represents the financial statements that were 

analyzed for the periods 2010-2012 and 2013-2015 for large cap real estate companies. Since 

the table indicates the ranks, we can also see the improvement of large cap companies before 

and after IFRS 13. The table indicates that the sample after ranks higher than the sample 

before, which has a rank of 2. It is also indicated on the table that in 5 out of the 24 cases 

there were so called ties, meaning that between the periods of 2010-2015 there were 5 

occasions where there was no change in fair value disclosure. This is also evident from 

diagram 1 and diagram 2 above where we can see that companies like Atrium Ljungberg, 

Fabege, Castelum, Balder and Wallenstam did not have major changes in the period before 

and after, specifically around 2012 and 2015. The disclosure levels between these years are 

fairly similar. However, since 17 is higher than 5 it still indicates that large cap real estate 

companies managed to increase its fair value disclosure fairly well after IFRS 13 was 

implemented. 
Table 10: Table of ranks for large cap companies. 

 N Mean Rank Sum of Ranks 

Large cap before- Large cap after Negative Ranks 2a 9.97 20.50 

Positive Ranks 17b 10.25 169.50 

Ties 5c   

Total 24   

a. Large cap after < Large cap before 

b. Large cap after > Large cap before 

c. Large cap after = Large cap before 
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In order to fully understand this, the Wilcoxon matched pair test also gave us a p value for the 

before and after sample. As seen on table 10 above, the p-value is 0.002. This indicates that it 

is lower than α = 0.05. Since the p-value is lower than 0.05, it means we can reject the null 

hypothesis and accept that there is a significant difference between how large cap real estate 

companies followed fair value disclosure requirements before and after IFRS 13. When it 

comes to mid cap real estate companies, the test was also conducted on the fair value 

disclosure before and after IFRS 13. The following hypothesis where therefore implemented:  

 

H0beforeMid=H0afterMid 

H1beforeMid1 ≠ H1afterMid 
 

As seen in the descriptive statistics on table 9, mid cap real estate companies had on average a 

higher disclosure of fair value after IFRS 13. As the table indicates the disclosure increased 

from 66.37 % to 83.5 % in the period of 2013-2015. The median disclosure between both 

periods was 70 % before IFRS 13 and 90 after IFRS 13. The table below also indicates that 

there is a significant difference between the disclosure before and after for mid cap real estate 

companies. In the table below we can see that the disclosure of fair value measurements after 

IFRS 13 for mid cap real estate companies is ranked higher than the period before. This is 

also indicated by the mean ranks, which means that the disclosure after IFRS 13 was on 

average 11.23 % in comparison to the mean of negative ranks, the period before, which had a 

mean rank of 6.50 %. The p-value in table 13 also indicates that there is a difference between 

the disclosures before and after. It is stated on the table that the p value is 0.000, which is 

lower than α=0.05. Therefore, the null hypothesis can be rejected and the alternative 

hypothesis is accepted (see table 13, p.49). 

 
Table 12: Table of ranks for mid cap companies. 

 

Table 11: Significance level for large cap. 

 

Large cap after - 

Large cap before 

Z -3.088b 

Asymp. Sig. (2-tailed) .002 

a. Wilcoxon Signed Ranks Test 

b. Based on negative ranks. 

 N Mean Rank Sum of Ranks 

Mid cap after % - Mid cap before 

% 

Negative Ranks 1a 6.50 6.50 

Positive Ranks 20b 11.23 224.50 

Ties 0c   

Total 21   

a. Mid cap after % < Mid cap before % 

b. Mid cap after % > Mid cap before % 

c. Mid cap after % = Mid cap before % 
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Table 13: Significance level for mid-cap companies. 

 

Mid cap after % - Mid 

cap before % 

Z -3.882b 

Asymp. Sig. (2-tailed) .000 

a. Wilcoxon Signed Ranks Test 

b. Based on negative ranks. 
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5. Analysis 

In this chapter the empirical findings will be analyze together with the theoretical framework. 

The chapter includes both the findings from the quantitative data and qualitative interviews. 

The analysis has been divided in accordance to the research question. The First part of the 

chapter will introduce the reader to research question part 1 and afterwards to research 

question part 2. 

 

5.1. Research question part 1 
 
Are there any differences in fair value disclosure for investment properties in public real 

estate companies in Sweden, before and after the implementation of IFRS 13?  

 

As mentioned in chapter 4.4, in order to answer this question a hypothesis test was conducted. 

It firstly tested the differences between large cap real estate companies in Sweden before and 

after IFRS 13 and furthermore it also tested mid-cap real estate companies in the same 

manner. As seen from the empirical findings, both large cap and mid cap real estate 

companies have managed to disclose fair value measurements at a higher level than before 

IFRS 13. On table 9, the frequency of disclosure before and after for both large cap and mid 

cap real estate companies is presented. According to the descriptive statistics, large cap real 

estate companies had on average a higher disclosure after IFRS 13, which was 94.17 % and a 

median of 90 %. However, during the period 2010-2012 large cap companies had an average 

of fair value disclosure that was 85 % and a median of 90 %. These, numbers indicate that 

Swedish real estate companies are good at following disclosure requirements. This was also 

stated in chapter 2.7, where a previous study conducted by Glaum et al (2013, p.163) stated 

that Swedish real estate companies are actually not bad at following disclosure requirements. 

Our empirical findings also indicate that large cap real estate companies are better at 

following disclosure requirements than mid cap real estate companies. It furthers proves that 

previous statements by Jaggy and Low (2000, p.495) are not accurate. Since Sweden is a code 

law country, the researchers claimed that code law countries, among them Sweden, are fairly 

bad at presenting disclosure requirements. However, this statement is not accurate because 

our study indicates that the companies managed to follow fair value disclosures quite well. 

Even though the disclosure of fair value measurements increased after IFRS 13, it can still be 

argued that the level of disclosure was not bad before the standard was implemented.  

 

When it comes to our stated hypothesis for both large cap and mid cap real estate companies, 

the Wilcoxon matched pair test indicates that there is a significant difference between how 

fair value measurements were followed before and after IFRS 13. The hypothesis for large 

cap companies before and after IFRS 13 indicates a p-value of 0.002, which is lower than the 

stated α=0.05. The same goes for mid cap real estate companies, where the p-value was 0.000. 

This results indicate that there is a difference between fair value measurements among 

Swedish real estate companies before and after IFRS 13. It may also indicate that Sweden has 

managed to understand fair value measurements better than before. This significant difference 

further disproves the claims by Jaggy and Low (2000, p.495) about code law countries being 

bad at disclosing this type of information. As stated in previous research (Bengtsson, 2005, 

p.16) fair value measurements were interpreted differently during IAS 40 standards. This is 

evident from both the descriptive statistics and the tested hypothesis, which indicate that there 

is a significant difference between the fair value disclosure before and after. However, as seen 

on the descriptive statistics containing all disclosure requirements before and after (see table 7 



  

51 
 

and 8), some disclosure requirements were not prioritized before and after IFRS 13. Both 

tables indicate for example that disclosure requirement e ii) is only fulfilled to 66,7 % and f) 

is only fulfilled to 57,8 %. These two standards stand out from the rest, which may depend on 

different things. According to Muller et al (2008, p. 33) one reason for why certain companies 

may chose fair value to measure their investment properties is because they want to maximize 

net income. Therefore, it is not surprising that majority of the real estate companies in this 

study do not comply fully with certain disclosure requirements. For example, the study by 

Busso (2014, p.7) regarding IFRS 13 indicates that the companies included in the study had a 

low rate at providing the disclosure requirements on the financial statement. Overall, both the 

descriptive statistics and the hypothesized values indicate that there a differences between fair 

value disclosures among Swedish real estate companies before and after IFRS 13. It shows 

that Sweden as a code law country has managed to adapt to the IFRS 13 standard. 

 

5.2. Research question part 2. 
 

How do auditors respond to the new disclosure requirements from an investor’s 

perspective?  

 

To strengthen our empirical findings and to get a clearer aspect of investors and IFRS 13, we 

decided to interview four real estate auditors. As mentioned participant 1 was interviwed 

before the other three participants. Therefore, the first question looks slightly different for this 

participant. When asked about whether IFRS 13 has affected the information asymmetry 

between investors and real estate companies, the participant replied that it is the opposite 

effect. According to participant 1, investors may not go through all the new disclosed 

requirements. The answer of the participant can be connected to the comments made by 

participant 2, 3 and 4 on question 2. The three participants believe that the information 

asymmetry has reduced between investors and real estate companies after IFRS 13 was 

implemented. Majority of the participants believe that the more information its distributed to 

investors the smaller the gap between investors and real estate companies. The reduction of 

information asymmetry is also discussed in chapter 2.9, where a previous study by Ferrari et 

al (2012, p.527-546) indicated that there was a lower level of information asymmetry with 

companies that used more developed disclosure requirements compared with those who did 

not. Furthermore, participant 2, 3 and 4 agreed that the more information the investor 

receives, the more transparent the real estate company becomes. This is also stated by Papa 

(2014, p.1) who claims that fair value measurements increase the transparency of financial 

statements and help to strengthen the confidence of investors’. The transparency of a 

company’s disclosure methods is highly important for investors but it also depends on the 

type of investor.  Majority of the participants in this study also agreed that it depends on the 

investor. For example, participant 3 claims that some private investors may have better 

knowledge about IFRS 13 disclosure requirements than others, meaning that they actually 

study the market extensively. From what is gathered in the interview guide, all participants 

agreed that institutional investors have much better knowledge about IFRS 13 disclosure 

requirements. The main reason is because they possess enough analytical tools to help them 

analyze the disclosures. This is also stated in a study by Bushee and Noe (2001, p. 171, 200) 

where it is stated that institutional investors are most likely to be attracted to companies that 

present a higher disclosure. 

 

However, it still doesn’t refute the fact that fair value has been claimed to be a threat for the 

stewardship of financial reports, which means that it is more difficult to monitor how 

management has been handling the assets of the real estate companies (Quagli & Avallone, 
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2010). The reliability of fair value measurements on investment properties has been debated 

for quite a while. The debate indicates that while fair value may increase the relevance for 

investors it does not increase the reliability. Previous research claims that fair value 

measurement give a clear outlook on the current price of assets, which creates more relevant 

reports for investors (Leuz & Laux 2009, p. 827; Penman, 2007, p. 33). Shortridge and Smith 

(2009) also discussed the importance of relevant financial reports, and the paradigm shift 

from the industrial paradigm to the information paradigm. Some claim that since the real 

estate market is heterogeneous it is more difficult to actually access an accurate market price 

for the investment properties, thus making the measurement unreliable (Nellesen & Zuelch 

2011, p.63). This statements are however negated by all participants. All four claim that since 

IFRS 13 was introduced that fair value measurements have become more reliable and it has 

enhanced the transparency of the measurements. Majority of the participants claim that IFRS 

13 has enhanced the transparency of fair value disclosures and therefore the measurement 

itself is considered to be reliable and a good enough measurement for investment properties. 

However, participant 3 claims that it does not mean the assumptions when calculating fair 

value are correct. The participant claims that since the parameters used in the calculation are 

only based on assumptions, it is quite difficult to claim that fair value is a good enough 

measurement, which in some way strengthens the claims made by Nellesen and Zuelch (2011, 

p.63) Furthermore, majority of the participants agree that the most important change IFRS 13 

has brought investors is that the valuation methods are thoroughly explained on the financial 

statements. Participant 4 for example claims that the sensitivity analysis is an important 

change in fair value measurements because it will enable investors to actually see why the 

result on a certain parameter may not be completely accurate. 

 

Although, some requirements were not met, we decided to analyze and compare audit reports 

and see if the auditor had made a modified opinion if certain disclosure requirements were not 

met. An auditor is responsible of providing an opinion on whether company´s financial 

statements are presented fairly and in all material respects in accordance to the financial 

reporting framework (SFS 2005:551). Even though this is stated by law, the results from the 

audit report showed that no modified opinions were provided by the auditors even though 

some disclosure requirements were not followed. As seen in appendix 2 majority of the 

participants agree that real estate auditors seem to have better knowledge about IFRS 13. 

However, participant 4 also states that if the auditor works in a company that is listed on the 

stock market, IFRS 13 should not be difficult to understand. The statement by participant 3 is 

somehow connected to the fact that IFRS 13 is for both financial assets and non-financial 

assets (see chapter 2.5).  Furthermore, majority of the participants seem to agree that auditors 

will only leave a modify opinion if it is something significant. For example, participant 3 

claims that if a valuation method is not conducted thoroughly a modify opinion will be left 

since valuation methods are highly when conducting fair value measurement. Overall 

majority of the participants claim to never have encountered this situation since real estate 

auditors carry a high knowledge in IFRS 13 disclosure requirements and it would be 

impossible to disregard it. This somehow negates the claims by Benston and Hartgraves 

(2002, page. 105). The authors highlighted that auditors have not been able to keep pace with 

the rapid development of fair value accounting and that this development has resulted in a 

massive competence gap with serious challenges for auditors and regulators. The interviews 

indicate the opposite, which is that auditors have managed to understand the new disclosure 

requirements and therefore IFRS 13 has not been as challenging for them due to the studies 

they must undergo when working with IFRS 13. 
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6. Conclusion 

This chapter brings up our final considerations. It will also discuss the validity and reliability 

behind our study. Moreover, the study also discusses contributions. Finally, the study also 

brings up suggestions to further research.  

 

6.1. Research results 
As stated in the introduction, the main purpose of this study was to study how well public 

Swedish real estate companies follow the new disclosure requirements of IFRS 13. In order to 

acquire a better understanding about whether investors will be affected by the new disclosure 

requirements, four auditors were interviewed. The first part of our research question was 

outlined in the following way: 

 

Therefore, the main research question was: Are there any differences in fair value disclosure for 

investment properties in public real estate companies in Sweden, before and after the 

implementation of IFRS 13 and how do auditors respond to the new disclosure requirements 

from an investor’s perspective?  

 

This study indicates that there is a difference in fair value disclosure for investment properties 

in public real estate companies in Sweden before and after IFRS 13. During the periods before 

and after we can see that Swedish real estate companies are overall good at disclosing fair 

value measurements after IFRS 13. The study for example indicates that there is a significant 

difference between how Swedish real estate companies disclose fair value measurements 

before and after IFRS 13. The study also concludes that large cap and mid cap real estate 

companies have managed to increase their disclosure of fair value measurements since IFRS 

13 was implemented.  

 

All the correspondents feel that the disclosure requirements have allowed much better 

transparency between real estate companies and investors. Majority believe that IFRS 13 will 

not affect investors when basing their financial decisions. The participants also believe that 

the new disclosure requirements have managed to enhance the reliability of fair value because 

the more detailed the disclosure requirements the more transparent the real estate company is. 

The study also indicates that the information asymmetry between investors and real estate 

companies is reduced due to the new disclosure requirements. According to the interviewed 

participants the implementation of IFRS 13 has affected investors in a positive way. It is 

therefore important that the auditors ensure that these disclosure requirements also are 

followed. However, our study does not give any impressions that auditors leave a modified 

opinion if certain disclosure requirements are not followed, it is only done if the error is 

essential and if it gives a misleading picture of its financial position 

 

6.2. Validity  

Validity is another important quality criterion, which concerns whether the findings really are 

about what they appear to be about (Saunder et al, 2009, p.143). Validity can be divided into 

internal and external validity. The internal validity explains the relationship between the 

researchers’ observations ant the theoretical ideas, which the researcher develops. The 

external validity concerning the extent to which the results can be generalized to other social 

environments and situations. In order to justify the validity of our study, our research has been 

based on both a qualitative and quantitative method. Previous studies were used when 
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conducting the unweighted disclosure index. This has secured that the measurements of the 

index are valid. The index consists of real estate company’s annual reports disclosure of fair 

value measurement, which we revised twice in order to minimize the risk of committing any 

errors. Furthermore, we have kept a questioning mind when calculating the index in order to 

ensure that the calculations and results actually measure at which extent the disclosure 

requirements are met. We also consulted with an expert for advice on how to interpret the 

different disclosure requirements.  

It was certainly easier to acquire valid information with a quantitative method than in a 

qualitative method. That is due to the fact that there is a much greater closeness to the 

interviewed participants (Holme & Solvang, 1997, p. 94). The qualitative questions were 

based on our theoretical framework, which made it possible for us to ask the correct 

questions. Furthermore, the validity of our study was enhanced during a personal meeting 

with one of four interviewed participants. The meeting made it easier for us to ask follow up 

questions and to create a transparent process. We also secured that the participants were 

familiar with the investigated subject and the questions were sent in advance so that they 

could prepare themselves. This implicates that the results of our study are valid in terms of 

empirical data.  

6.2.1. Reliability 

The reliability is also divided into internal and external reliability. The internal reliability 

explains that the results from the research should be the same regardless of who makes who is 

conducting it. Complete reliability (external reliability) is obtained when the same result is 

repeated several times. The quantitative part of the investigation is based on annual financial 

reports, which are public information. Therefore, other researchers could use the same 

variables and receive identical results. Another factor that strengthen our reliability is that an 

expert in the subject has helped us interpreting the disclosure requirements. The qualitative 

method was based on four participants’ answer, which could have been differently if we had 

asked several other respondents. The main criticism that could be directed towards the 

qualitative method is the fact that the reliability may be affected if an interview is recorded. 

However, in order to strengthen our reliability, all participant got the opportunity to be 

anonymous. As a result, their answers will be considered less bias by the reader. Furthermore, 

the study is reliable because we have managed to describe how we have not only explained on 

what database our sources were collected but also how each variable was operationalized. We 

have managed to use articles that will serve for future research and that also strengthen the 

reliability of our theoretical framework.  

6.2.2. Ethical aspects 
Our study has managed to contribute information as well further research regarding IFRS 13 

disclosure requirements among real estate companies in Sweden. Before stating the main 

contributions, it is important that the participants of this study are aware that we have 

managed to take into consideration of their privacy, anonymity and confidentiality in the best 

way possible. This study was not conducted in order to discredit any specific participant or 

any specific company whose financial reports were analyzed throughout the study.  During 

the study we have managed to keep in mind all of the considerations that were discussed in 

chapter 3.8.  Furthermore, the empirical data used throughout the study has been conducted 

with care in and is displayed in accordance to how the requirements were disclosed originally 

on the financial statements.  
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6.2.3. Contribution 

As mentioned, the main perspective of this study was from the investors’ point of view. The 

reason for why we wanted to conduct this study from their point of view is mainly because 

the IFRS 13 standard was basically created in order to cater to their needs. Since there has 

been quite a lot of debate regarding how fair value measurement affects investors and where 

this new disclosure requirement actually improves the measurement, we considered that this 

study will be beneficial for investors. The reason for this is that since the requirement is 

significantly new our study will be able to present how the real estate companies have been 

disclosing these new requirements. Therefore, the level of improved disclosures will reassure 

investors that the real estate companies are presenting all the necessary information they may 

need when making a financial decision.  

Furthermore, we believe that this study has also managed to contribute to auditors as well. As 

mentioned in chapter 2.10 auditors had to undergo educational programs in order to 

understand the fair value measurements. Especially now that the new disclosure requirements 

have been implemented, it is important to contribute much needed information on how the 

real estate companies are currently applying the standard.  As the study whose several 

disclosure requirements have not been followed and no modified opinions have been left 

when this has occurred. This will eventually help auditors confront the issue better and also 

improve the auditing of fair value measurements. 

 

Lastly, we believe that this study has contributed to academics and legislators as well. Firstly, 

academics benefit from this study because our finding may contribute to further research 

within the area. Considering that there is not much research regarding IFRS 13 disclosures in 

Sweden, we hope that this study will increase the interest of further research on this specific 

subject. Secondly, legislators will also benefit from this study because it will help them 

improve the standard. The main aim of IFRS 13 was to reduce complexity and increase 

consistency, therefore we believe that this study will manage to inform investors that even 

though there is a level of improvement regarding fair value measurements, certain disclosures 

should be improved so that this aim will continue to be applicable.  

 

 

6.3. Suggestion for Further Research 

There are many research suggestions that arose throughout our study. Since the convergence 

of accounting aims at creating similar accounting practices among common law and code aw 

accounting we believe it would be interesting to compare the differences of IFRS 13 

disclosure requirements before and after in real estate companies in countries that either are 

common law and code law. This would give a better insight on how the requirements are 

currently being implemented. From an investors perspective it would be interesting to 

examine how the implementation of IFRS 13 could explore changes in share prices relating to 

the increased disclosure requirements in IFRS 13. Since the balance sheet is of importance 

under IFRS 13, it would be interesting to compare an item, for example equity, from the 

balance sheet against the share price and study their level of correlation. This will also give a 

level of information regarding how well the requirements have been followed in comparison 

to previous years. In our study we analyzed disclosure requirements from an investor’s point 

of view, in further research it would be interesting to examine other stakeholders as well. For 
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example, to perform a qualitative study with other stakeholders to get a deeper understanding 

of the underlying assumptions of the fair value that the stakeholders may find important, for 

example banks because they borrow large amount of money to these real estate companies. 

Furthermore, it would be interesting to further study how auditors are adapting to fair value 

disclosure requirements. Since majority of the interviewed participants claimed that is rare for 

an auditor to leave a modified opinion regarding an undisclosed requirement it should be 

interesting to see if one missed disclosure is worth a modified opinion or not. Therefore, it 

would be interesting to conduct a qualitative study on the subject in order to get a deeper 

understanding about the auditor’s role regarding fair value. Lastly, it would be intersected to 

further research the inputs that are used in level 3 and how they differed between each real 

estate company. As mentioned different inputs are used in order to value the investment 

properties at fair value, by studying these inputs one could also manage to see how reliable 

the measurement really is.  
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Appendix  

Appendix 1 

 
Excluded Real estate companies. 
 

- Vicoria Park  
- Bufab  
- Hemfosa 
- Platzer 

- NSP 
 
 
Large cap before and after 
 
Disclosure 2010 a b d e.i e.ii e.iii e.iv f g h.i

Atrium Ljungberg 1 0 1 1 1 1 1 1 1 1

Castellum 1 0 1 1 0 1 1 0 1 1

Fabege 1 0 1 1 0 1 1 1 1 1

Balder 1 0 1 1 1 1 1 1 1 1

Hufvudstaden 1 0 1 1 0 1 1 0 1 1

Klövern 1 0 1 1 1 1 1 0 1 1

Wallenstam 1 0 1 1 1 1 1 0 1 1

Wihlborgs 1 0 1 1 1 1 1 0 0 1

Disclosure 2011 a b d e.i e.ii e.iii e.iv f g h.i

Atrium Ljungberg 1 0 1 1 1 1 1 1 1 1

Castellum 1 0 1 1 1 1 1 0 1 1

Fabege 1 0 1 1 0 1 1 1 1 1

Balder 1 0 1 1 1 1 1 1 1 1

Hufvudstaden 1 0 1 1 0 1 1 0 1 1

Klövern 1 0 1 1 1 1 1 0 1 1

Wallenstam 1 0 1 1 1 1 1 0 1 1

Wihlborg 1 0 1 1 1 1 1 0 1 1

Disclosure 2012 a b d e.i e.ii e.iii e.iv f g h.i

Atrium Ljungberg 1 1 1 1 1 1 1 1 1 1

Castellum 1 1 1 1 1 1 1 0 1 1

Fabege 1 1 1 1 1 1 1 1 1 1

Balder 1 1 1 1 1 1 1 1 1 1

Hufvudstaden 1 1 1 1 1 1 1 0 1 1

Klövern 1 1 1 1 1 1 1 0 1 1

Wallenstam 1 1 1 1 1 1 1 1 1 1

Wihlborg 1 1 1 1 1 1 1 0 1 1  
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Disclosure 2013 a b d e.i e.ii e.iii e.iv f g h.i

Atrium Ljungberg 1 1 1 1 1 1 1 1 1 1

Castellum 1 1 1 1 1 1 1 0 1 1

Fabege 1 1 1 1 1 1 1 1 1 1

Balder 1 1 1 1 1 1 1 1 1 1

Hufvudstaden 1 1 1 1 1 1 1 0 1 1

Klövern 1 1 1 1 1 1 1 0 1 1

Wallenstam 1 1 0 1 1 1 1 1 0 1

Wihlborg 1 1 0 1 1 1 1 1 0 1

Disclosure 2014 a b d e.i e.ii e.iii e.iv f g h.i

Atrium Ljungberg 1 1 1 1 1 1 1 1 1 1

Castellum 1 1 1 1 1 1 1 0 1 1

Fabege 1 1 1 1 1 1 1 1 1 1

Balder 1 1 1 1 1 1 1 1 1 1

Hufvudstaden 1 1 1 1 1 1 1 0 1 1

Klövern 1 1 1 1 1 1 1 0 1 1

Wallenstam 1 1 0 1 1 1 1 1 1 1

Wihlborg 1 1 0 1 1 1 1 1 0 1

Disclosure 2015 a b d e.i e.ii e.iii e.iv f g h.i

Atrium Ljungberg 1 1 1 1 1 1 1 1 1 1

Castellum 1 1 1 1 1 1 1 0 1 1

Fabege 1 1 1 1 1 1 1 1 1 1

Balder 1 1 1 1 1 1 1 1 1 1

Hufvudstaden 1 1 1 1 1 1 1 0 1 1

Klövern 1 1 1 1 1 1 1 0 1 1

Wallenstam 1 1 0 1 1 1 1 1 1 1

Wihlborg 1 1 0 1 1 1 1 1 0 1  
 
 
Mid cap before and after 
 
Disclosure 2010 a b d e.i e.ii e.iii e.iv f g h.i

Diös 1 0 1 1 0 1 1 0 1 1

Heba 1 0 1 1 1 1 1 0 1 0

Catena 1 0 1 1 0 1 1 1 1 1

Kungsleden 1 0 0 1 0 1 1 1 1 1

Fast Partner 1 0 1 1 0 1 1 1 1 0

Corem Property Group 1 0 1 1 0 1 0 1 1 1

Sagax 1 0 1 1 0 1 0 1 1 1

Disclosure 2011 a b d e.i e.ii e.iii e.iv f g h.i

Diös 1 0 1 1 0 1 1 0 1 1

Heba 1 0 1 1 0 1 1 0 1 1

Catena 1 0 1 1 0 0 1 1 1 0

Kungsleden 1 0 0 1 0 1 1 1 1 1

Fast Partner 1 0 1 1 0 1 1 1 1 0

Corem Property Group 1 0 1 1 0 1 0 1 1 1

Sagax 1 0 1 1 0 1 0 1 1 1

Disclosure 2012 a b d e.i e.ii e.iii e.iv f g h.i

Diös 1 0 1 1 0 1 1 0 1 1

Heba 1 0 1 0 0 1 0 0 1 1

Catena 1 0 0 1 0 0 1 1 1 0

Kungsleden 1 0 0 1 0 1 1 1 1 1

Fast Partner 1 0 1 1 0 1 1 1 1 0

Corem Property Group 1 0 1 1 0 1 0 1 1 1

Sagax 1 0 1 1 0 1 0 1 1 1 
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Disclosure 2013 a b d e.i e.ii e.iii e.iv f g h.i

Diös 1 1 1 1 0 1 1 0 1 1

Heba 1 1 1 1 0 1 1 0 1 1

Catena 1 1 1 1 0 1 1 1 1 1

Kungsleden 1 1 1 1 0 1 1 1 1 1

Fast Partner 1 0 1 1 0 1 1 1 1 0

Corem Property Group 1 1 1 1 0 1 0 1 1 1

Sagax 1 1 1 1 1 1 0 1 1 1

Disclosure 2014 a b d e.i e.ii e.iii e.iv f g h.i

Diös 1 1 1 1 0 1 1 0 1 1

Heba 1 1 1 1 0 1 1 0 1 1

Catena 1 1 1 1 0 1 1 1 1 1

Kungsleden 1 1 1 1 0 1 1 1 1 1

Fast Partner 1 1 1 1 0 1 1 1 1 1

Corem Property Group 1 1 1 1 0 1 0 1 1 1

Sagax 1 1 1 1 1 1 0 1 1 1

Disclosure 2015 a b d e.i e.ii e.iii e.iv f g h.i

Diös 1 1 1 1 0 1 1 0 1 1

Heba 1 1 1 0 0 1 0 0 1 1

Catena 1 1 1 1 0 1 1 1 1 1

Kungsleden 1 1 1 1 0 1 1 1 1 1

Fast Partner 1 1 1 1 0 1 1 1 1 1

Corem Property Group 1 1 1 1 0 1 0 1 1 1

Sagax 1 1 1 1 1 1 0 1 1 1  
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Unweighted disclosure index 
 

Mid cap Companies Mid cap before % Mid cap after % 

Large cap 

Companies 

Large cap 

before % 

Large cap 

after % 

Diös 
70 80 

Atrium 

Ljungberg  
90 100 

Heba 70 80 Castellum 70 90 

Catena 80 90 Fabege 80 100 

Kungsleden 70 90 Balder 90 100 

Fast Partner  80 70 Hufvudstaden 70 90 

Corem Property 

Group 
70 80 

Klövern 
80 100 

Sagax  80 90 Wallenstam 80 90 

Diös 70 80 Wihlborgs 70 90 

Heba 
70 80 

Atrium 

Ljungberg  
90 100 

Catena 50 90 Castellum 80 90 

Kungsleden 70 90 Fabege 80 100 

Fast Partner  50 90 Balder 90 100 

Corem Property 

Group 
70 80 

Hufvudstaden 
70 90 

Sagax  50 90 Klövern 80 90 

Diös 70 80 Wallenstam 90 100 

Heba 50 60 Wihlborgs 70 90 

Catena 
50 90 

Atrium 

Ljungberg  
100 100 

Kungsleden 70 90 Castellum 90 90 

Fast Partner  70 90 Fabege 100 100 

Corem Property 

Group 
70 80 

Balder 
90 100 

Sagax  70 90 Hufvudstaden 90 90 

      Klövern 100 90 

      Wallenstam 90 90 

      Wihlborgs 100 80 
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Appendix 2 

 

Introduction 
Name: Anonymous 
Background: Anonymous 
Profession: Anonymous 
 
Investors and IFRS  
 
Participant 1  
 

How do you think the implementation of IFRS 13 has affected investors? Do you believe 

that the implementation of IFRS 13 reduced information asymmetry between investors 

and companies?  

No, not really. I don’t think that IFRS 13 has affected the information asymmetry between 

investors and companies. It may rather be the opposite effect. Investors may not go through 

all the new disclosed requirements because it is just too much information to take in, 

especially in the notes.  

 

Do you believe that the implementation of IFRS 13 has enhanced reliability of fair 

value? Why/Why not?  
It may be possible that IFRS 13 has enhanced reliability. I think that the calculation of fair 

value is more accurate and there is better guidance with more precise rules, which strengthens 

reliability, but only marginally. I think that public real estate companies value their 

investment properties under IFRS 13 in the same way as they did before the implementation.  

 

What types of investors are mainly affected by the implementation? 

I don’t think there is any particular type of investor that is more affected. Maybe investors 

who spend more time on analysis, for example analytics at investment banks, will find more 

relevant information.  

 

What is the most important change for an investor?  

The most important change for investors is that there is more information about the 

assumptions made in the valuation. Specially the assumptions made in evaluating the fair 

value of level 3, for example discount rate and adopted inflation. Another important change is 

the information of which level that is used in the valuation method, for example level 1, 2 or 

3.  

 

Other opinions/comments 

No 

 

Auditors and IFRS 13  

 
Do you think auditors have a good understanding of the disclosure requirements in 

IFRS 13? Why/why not?  

It is hard for me to say but I think that larger audit firms understand IFRS better because they 

have access to specialist and they are also educating their employees on a regular basis.   
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If certain disclosure requirements are not met, do you believe that auditors will express 

that in the audit report? Why/why not?  

I think some disclosures requirements slip through. But it is important to see the whole picture 

and judge what is essential and not.  

 

Participant 2  

 

Introduction 
Name: Anonymous 
Background: Anonymous 
Profession: Anonymous 
 

Implementation of IFRS 13 related to Investors. 
 

1. It has been debated that investors financial decisions can be affected by the new 

disclosure requirements in IFRS 13. How do you think the implementation of IFRS 13 

has affected investors since it was introduced? 

I believe that IFRS has affected 13 different types of investors in varying degrees. I believe 

that institutional investors that have invested in property companies focusing on commercial 

real estate have been less affected by the new disclosure requirements than private investors. 

Private investors who base their decisions on the financial statements have possibly been a 

better decision support with the help of the new disclosure requirements. Institutional 

investors believe I already had a good insight into how real estate values its investment 

properties.  

 

2. What types of investors in the real estate market are mainly affected by the 

implementation? Is it institutional or private investors? 

I believe that private investors have been affected to a greater extent than institutional 

investors, then I think that the new disclosure requirements are information that the 

institutional investors are already have knowledge of. 

 

3. Do you think the implementation of IFRS 13 has reduced information asymmetry 

between investors and the real estate companies? 

I hope that IFRS 13 has reduced information asymmetry between investors and companies, 

and that companies have become more transparent in how they value its investment 

properties. 

 

 

4. Do you believe that the implementation of IFRS 13 has enhanced reliability of fair 

value? Why / why not? Do you consider that fair value is a sufficiently good measure for 

reporting investment properties and that it gives a good picture of the real estate 

companies financial position? 

The fact that companies have become more transparent in their estimates of fair value, there is 

a broader basis for investors. At the same time, it is important that the present value 

calculations that companies say is connected to the fair value and reality should be as realistic 

as possible. 

 

5. What is the most important change for an investor? For example, do you think there 

are disclosure requirements in IFRS 13, which might be considered more important 

than others? I think the most important disclosure requirement is how companies have 
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proceeded in the calculation of the fair value. That is, the values of the companies have used 

in the valuation of the fair value. Like for example. expected inflation, future rental income, 

vacancy rate, discount rate and so on. In this way, the private investor a good basis for 

comparing the valuation of similar property companies such as the same market. 

 

Other opinions/comments. 

No 

 

Auditors and IFRS 13 
 

6. Do you think that auditors have a good understanding of the disclosure requirements 

in IFRS 13? Why / Why not? 

We are constantly training on new regulations and standards, and I think there is a good 

understanding of IFRS 13. Since one must obviously take into account that all auditors do not 

understand IFRS 13. But it largely depends on us accountants specialize us in different areas. 

 

7. Is there any kind of auditor who may have a better understanding of these disclosure 

requirements? 

I believe that real estate auditors have a better understanding.  

 

8. The disclosure requirements are not complied with by the real estate companies in the 

financial statements, do you believe that the disclosure requirements noted in the audit 

report? Why / Why not? 

There is an overall assessment by the auditor who makes the examination of disclosure 

requirements. But obviously it so that we will take up the issue with the client of material 

misstatement in the reporting of disclosure requirements. But it is rarely noted in the audit 

report. Is it so that multiple disclosure requirements are not complied takes it up with the 

client and ensure that it is corrected. 

 

 

Other opinions/comments. 

No 

 

 

 

Participant 3  

 

Introduction 
Name: Anonymous 
Background: Anonymous 
Profession: Anonymous 
 

Implementation of IFRS 13 related to Investors. 
 

1. It has been debated that investors financial decisions can be affected by the new 

disclosure requirements in IFRS 13. How do you think the implementation of IFRS 13 

has affected investors since it was introduced? 

 

It is difficult to say the least if this actually affects them. I believe that real estate companies 

have different type of investors. For example, investors that invest in listed properties. 
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However, if an investor disregards to buy stocks in listed real estate companies more careful 

due diligence will be made. This entails that the investor will be analyzing the financial 

reports even more. When it comes to those investors that do invest in the stock market, they 

have analyst to help them analyze the real estate companies and also to gathered information. 

I don’t know if they gathered other type of information besides the one from the market. 

Furthermore, it is difficult to generalize whether investors are affected by the new disclosure 

requirements since there are different types of investment properties.  
 

2. What types of investors in the real estate market are mainly affected by the 

implementation? Is it institutional or private investors?  

It depends on how professional you are. If both investors are equally professional, then they 

will be affected equally. The estimates an investor makes always depends on how 

professional you are, meaning that a private investor a private investor may have as much 

information as an institutional investor. 

 

3. Do you think the implementation of IFRS 13 has reduced information asymmetry 

between investors and the real estate companies?  

The more information you have the more it reduces the information asymmetry. When it 

comes to fair value careful analysis is required. Depending on what type of investor you are  

The more information you have the more it reduces information asymmetry. Usually, fair 

value requires very careful analysis. Depending on what type of investor you are, they usually 

have different requirements. But I do believe that it all depends on how much the company 

has argued its calculations as well the parameters that have been used. 

 

4. Do you believe that the implementation of IFRS 13 has enhanced reliability of fair 

value? Why / why not? Do you consider that fair value is a sufficiently good measure for 

reporting investment properties and that it gives a good picture of the real estate 

companies financial position? 

It is hard to say anyway. What is really peculiar with fair value is that if you calculate the fair 

value of an investment property you will not get an exact value because of all the parameters 

that have been used. Each parameter consists of uncertainties- So in this in regard it a yes and 

no answer. I think it can be both. For example, the more information you have. The more 

certain an investor becomes that they do not share the same perception of the value they have 

calculated, which eventually means that the reliability in fair value decreases. In other cases, 

the more information you obtain about the different assumptions made during the calculations 

the more convinced an investor becomes that the value is reliable. However, an investor may 

come back and be sure that the assumptions have not been calculated correctly and therefore 

the reliability of fair value is not strengthened.  This may, therefore, help the company 

improve its assumptions later on as well.  

 

The question is whether the fair value is a sufficiently good measure? If for example an 

investment property is worth 200 million SEK it means that this is the value, you may sell the 

property for in the market and it may sometimes vary with 15 % of the value you have 

actually calculated. So if you own 10 properties that are worth 200 million, you will have 2 

billion in fair value. However, this may not be accurate. Instead the fair value may be 1.8 or 

2.2 billion because there can be so much uncertainty when calculating fair value. It is not an 

exact measurement. It is doubtful that it is a sufficiently good measure for investors and that it 

shows a good picture of the company’s (real estate) financial positions.  
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5. What is the most important change for an investor? For example, do you think there 

are disclosure requirements in IFRS 13, which might be considered more important 

than others? 

The most important parameter is that of discounted cash flows because it is there where the 

whole risk assumptions are made. However, other requirements may also be considered 

important. It is difficult to say which since it all depends on what type of property you are 

interested in. Therefore, it all depends on what you are analyzing so other factors may also be 

important.   

 

Other opinions/comments. 

Not much except that it is based on assumptions. I also considered it to be better than 

historical cost measure. 

 

Auditors and IFRS 13 
 

6. Do you think that auditors have a good understanding of the disclosure requirements 

in IFRS 13? Why / Why not? 

The auditors who work with IFRS 13 have a better understanding of the new disclosure 

requirements. They have had the time to get adjust to the new requirements and have also had 

the possibility to undergo through training because the subject of IFRS 13 has been under 

discussion for quite some time. This has therefore given them the opportunity to train more as 

well get a better understanding. 

 

7. Is there any kind of auditor who may have a better understanding of these disclosure 

requirements? 

Real estate auditors have a better understanding. It’s mostly real estate auditors who work 

with IFRS 13 so they have managed to get a better insight on the disclosure requirements.  

 

8. The disclosure requirements are not complied with by management companies in the 

financial statements, do you believe that the disclosure requirements noted in the audit 

report? Why / Why not? 

They judge it depending on how significant it might be. If it is significant they will leave a 

modified opinion about it. 

 

Other opinions/comments. 

It is extremely difficult to measure the fair value of this type of property. The fair value of 

investment properties in general is very peculiar. For example, hotel properties, it is difficult 

to measure its value when other factors like marketing as well location also play a role. That’s 

when an investor needs to do an own analysis because of this other factors. However, fair 

value may be more accurate in other type of properties. For example, if you are only 

interested in purely residential properties in a specific location it may be easier to measure 

them at fair value than a hotel property. They are easier to measure because of the apartment 

building, common utility and also the value of rents. But in a hotel property, an investor needs 

to think about what type of hotel it is, who operates the hotel and in what location it was built. 

 

Participant 4 

 

Introduction 
Name: Anonymous 
Background: Anonymous 
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Profession: Anonymous 
 

Implementation of IFRS 13 related to Investors. 
 

1. It has been debated that investors financial decisions can be affected by the new 

disclosure requirements in IFRS 13. How do you think the implementation of IFRS 13 

has affected investors since it was introduced? 

I work mostly with real estate companies and find it difficult to see if IFRS 13 has a 

significant impact on investors. This depends primarily on the liabilities. When you are 

analyzing the financial statement of a real estate company, liabilities are much more 

interesting because it indicates the credit the company has. However, in my assessment, I 

consider that IFRS 13 has a little impact. The reason for why I believe this is because assets 

are considered to be more important than liabilities. Therefore, I think that there will be other 

factors that have a bigger importance for Investors than this. In general, I believe that IFRS 13 

has increased the transparency between real estate companies and investors. Furthermore, the 

methodology behind it is much more accurate and even the description behind a change of 

input. I personally believe that the effect that IFRS 13 may have on investors also depends on 

which market the real estate company operates.  Of course IFRS 13 gives a bigger 

understanding on how the valuation works on the asset side and liability side as well, what 

they are based on and also their sensitivity. 

 

2. What types of investors in the real estate market are mainly affected by the 

implementation? Is it institutional or private investors?  

As a private investor you need to have a lot of knowledge in order to understand IFRS 13.  Of 

course an institutional investor has much more knowledge than a private investor and is able 

to gathered information in a different way in comparison to a private investor. Usually, by 

generalization, institutional investors have much more information than a private investor. 

There are probably private investors that have some knowledge but in general I believe that 

institutional investors are much more up to date with this disclosure requirement. Generally, 

institutions have more technical knowledge and therefore may acquire information much 

easier than a private investor.  

 

3. Do you think the implementation of IFRS 13 has reduced information asymmetry 

between investors and the real estate companies?  
The more information a real estate company discloses the more transparent the real estate 

company becomes. I believe that the transparency and also procedure behind fair value 

measurements will also the information asymmetry between investors and real estate 

companies.  

 

 

4. Do you believe that the implementation of IFRS 13 has enhanced reliability of fair 

value? Why / why not? Do you consider that fair value is a sufficiently good measure for 

reporting investment properties and that it gives a good picture of the real estate 

companies financial position?  

Fair value is very difficult. I think it depends on what type of approach the company has used 

to calculate the fair value, for example discounted cash flows. Since fair value requires a lot 

of assumptions, the company becomes much more transparent the more information they 

disclosed unto how the measurement was calculated. As I mentioned before, the transparency 

behind fair value measurement also leads to the measurement to become more reliable for 

investor because more information about the calculation is disclosed. 
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Fair value is also much more accurate than the previous measurement, historical cost because 

historical cost measurement does not actually indicate the real value of the property. If a 

property is 60 years old, the historical cost measurement is not an accurate measurement of 

the market value of the property.  

 

 

5. What is the most important change for an investor? For example, do you think there 

are disclosure requirements in IFRS 13, which might be considered more important 

than others?  
The most important change is that of transparency and the mathematics behind the 

measurement by for example including a sensitivity analysis but also by including an accurate 

description of the approach that was used in order to calculate fair value.  These two, that is 

the sensitivity analysis and description of the method is something I consider to be two of the 

most important information’s in IFRS 13. 

 

Other opinions/comments. 

No 

 

Auditors and IFRS 13 
 

6. Do you think that auditors have a good understanding of the disclosure requirements 

in IFRS 13? Why / Why not?  

If you work with a lot of listed real estate companies and if you are working at a larger audit 

firm, then you will have better understanding because we have people that may have 

knowledge on how investment properties are valuated. However, if an auditor works at a 

smaller firm then it is of course obvious that they do not have the same capacity or knowledge 

to understand IFRS 13 quite as well. I can’t generalize, of course, but is also clear that 

specialists within property valuation have a much better understanding of these new 

disclosure requirements. 

 

7. Is there any kind of auditor who may have a better understanding of these disclosure 

requirements?  
If you work with listed companies that valuate at fair value, then it is quite easy to understand 

IFRS 13. For example, real estate auditors have a much better understanding since we are 

working with this questions daily. 

 

 

8. The disclosure requirements are not complied with by the real estate companies in the 

financial statements, do you believe that the disclosure requirements noted in the audit 

report? Why / Why not? 

This is actually very rare! Especially with those listed companies I have worked with. I think 

that you only leave a modified opinion if it is significant.  Or if for example the company has 

not followed the law in some way or another. If some important information has not been 

disclosed and it gives an inaccurate picture of the real estate company’s financial position, 

then we as auditors are bound to leave a modified opinion. As told, before this is something 

that rarely has happened. 

 

Other opinions/comments. 

No. 
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Appendix 3  
 
Company name  Annual Reports Examined 
Atrium Ljungberg AB 2010-2012 & 2013-2015 
Castellum AB 2010-2012 & 2013-2015 
Balder AB 2010-2012 & 2013-2015 
Fabege AB 2010-2012 & 2013-2015 
Hufvustaden AB 2010-2012 & 2013-2015 
Klövern AB 2010-2012 & 2013-2015 
Wallenstam AB 2010-2012 & 2013-2015 
Wilhborgs AB 2010-2012 & 2013-2015 
Diös AB 2010-2012 & 2013-2015 
Kundsgleden AB 2010-2012 & 2013-2015 
Fastpartner AB 2010-2012 & 2013-2015 
Heba AB 2010-2012 & 2013-2015 
Catena AB 2010-2012 & 2013-2015 
Corem Property Group AB 2010-2012 & 2013-2015 
Sagax AB 2010-2012 & 2013-2015 
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