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Abstract 
With the recent financial crisis that have happened and the global move towards fair value 

accounting financial institutions such as the IASB saw fit to increase the mandatory disclosure 

requirements by implementing IFRS 13 to regulated fair value accounting in IFRS. The 

implementation of IFRS 13 means that many of the old standards in regards to fair value will 

be replaced, for example investment properties reporting under IAS 40. Furthermore IFRS 13 

redefines the classification system for assets and liabilities. 

 

The purpose of this study is to investigate whether these changes have any influence on 

investment decisions. This has been done by adopting a qualitative abductive descripto-

explanatory approach to our research, and our empirical data was gathered through semi-

structured interviews with academics and audit professionals. 

 

The analysis of our empirical data suggests that the implementation of IFRS 13 and its increased 

disclosure requirements have been useful to investor’s decision making. IFRS 13 accomplishes 

this through its increased clarity in financial reporting. However investors should be mindful 

whilst investing in companies utilizing Level 3 valuation techniques because they use estimates 

of unobservable inputs and because such estimates are hard to control they are prone to bias, 

error, and manipulation. 

 

Key words: IFRS 13, IAS 40, investment decisions, fair value accounting, investor, disclosure 

requirements, and fair value hierarchy. 
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Chapter 1: Introduction 

In this chapter we aim to introduce the reader to the problem background of 

our research area which focuses on the need and development of accounting 

regulations. Furthermore we will introduce our research question centered 

on the implementation of IFRS 13 and the reasoning’s behind why the 

research question was chosen. The chapter will be concluded with what we 

believe our research will be able to contribute to existing theory and how it 

will aid investors in their decision making process. 

 

1.1 Research problem 
One of the earliest needs for regulations to be put in place regarding an increase in mandatory 

disclosure requirements for companies arose from the stock market crash of 1929 which has 

been seen as a catalyst for the Great Depression. The general consensus was that the weaknesses 

of the then current financial institutions and the unreliability of brokers were to blame for the 

stock market crash of 1929 and therefor the losses incurred by stockholders (Benston, 1973, p. 

132). In 1933 the US congress wanted to enact a “blue skies” regulation which meant that any 

securities traded had to be approved by the government. Benston (1973) further goes on to 

describe how in 1933 President Franklin Roosevelt preferred the use of “disclosure”. This 

meant that instead of having the government accepting or rejecting securities, publically traded 

companies would have to disclose a wide variety of financial information to the Securities and 

Exchange Commission whose responsibility it was to further inform the general public of the 

information. This is called the Securities Exchange Act of 1934 and is referred to by many as 

the “disclosure statute” (Benston, 1973, p. 132). 

 

Further the need for regulations has also risen from well-known accounting scandals such as 

Enron being the most famous but also other companies such as Tyco, Sunbeam and Xerox in 

the early 21th century. In the US they responded with the Sarbanes-Oxley Act whose main goal 

was to solve the current issues with US auditing. The Sarbanes-Oxley Act created greater 

incentives for firms to spend increasing amounts of money on internal controls. This in turn 

meant that the information disclosed would be more reliable and furthermore decrease the 

overall risk for stakeholders (Coates IV, 2007, p. 92). One could also argue that the increase in 

quality of the disclosed information would benefit an investor’s decision making process to 

make more rational investments. A company generally discloses information in regulated 

financial reports which is assumed to be its main form of communication with outside 

stakeholders. There are two main forms of disclosures, one being mandatory disclosures which 

are regulated by the current laws and regulations and the second being voluntary disclosures 

such as management forecasts, press releases or other non-mandatory corporate reports (Healy 

& Palepu, 2001, p. 406). 

 

In the European Union and the members of the European Economic Area the current regulations 

are set by the International Accounting Standards Board (IASB) since January 2005 

(Whittington, 2005, p. 127). Prior to this each country had its own Generally Accepted 

Accounting Principles though some of the larger international companies had already started 

adopting international accounting standards (Whittington, 2005, p. 127).  

 

The accounting standards that are set by the IASB are interpreted by the International Financial 

Reporting Standards (IFRS) Interpretation Committee which is the interpretative body of the 
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IASB (IFRS, 2014). The IASB is described as “an independent standard-setting body of the 

IFRS Foundation” (IFRS, 2014).  

 

The issue at hand here is that the international accounting standards were the accumulation of 

many years of work. The International Accounting Standards Committee (IASC) started 

developing their accounting standards in 1973 when they were founded, and they managed to 

achieve a full set of core standards in 1995 and onwards (Whittington, 2005, p. 128).  

 

One of the objectives of an organization such as the IFRS is: 

 

“To develop a single set of high quality, understandable, enforceable and globally accepted 

International Financial Reporting Standards (IFRSs) through its standard-setting body, the 

International Accounting Standards Boards (IASB)” (IFRS, 2014) 

 

To be able to achieve this objective the standard setters have a need to adapt and evolve their 

standards in accordance to the ever changing business environment and general need of 

financial information. The IFRS are continually doing this by replacing older International 

Accounting Standards (IAS) with new IFRSs such as the recently added IFRS 13 which became 

mandatory on the first of January 2013 and has replaced the rules on fair value reporting 

concerning investment properties in IAS 40. One of the main differences is that IFRS 13 has 

added a broader and more detailed disclosure requirement of valuation techniques used by the 

company. 

 

Investors have a need for accurate and descriptive financial reports to be able to correctly 

estimate the value of the assets held by the company and furthermore to assess the risk 

associated with an investment. If the information communicated to the reader through the 

financial reports is unclear it would be harder for potential investors to evaluate whether the 

company is taking the correct business decisions. 

 

The most common way for a company to disclose information to their outside stakeholders is 

through the means of financial reports such as quarterly and annual reports. In Europe these 

reports have to comply with the reporting standards set by the Internationals Accounting 

Standards Board (IASB) and the International Financial Reporting Standards (IFRS). A study 

performed by Subramanian, Insley and Blackwell (1993) concluded that the readability of 

annual reports was connected to how well a company performed. The easier read the annual 

reports were and the clearer the information disclosed was, the better the company performed. 

This could be seen as an indication as to how a broader set of investors were able to understand 

the information disclosed and therefor act more rationally. 

 

A study conducted by Cheng, Liao, and Zhang (2013) explored the relationships between the 

commitment effect of mandatory disclosures and the information effect of voluntary disclosure 

within small companies. They concluded that mandatory disclosures reduce market illiquidity 

and are more reliable than voluntary disclosure because they are guided by regulations and are 

therefore more credible. 

 

Newman and Sansing (1993) examine how the informativeness of disclosures is affected by 

multiple users and find that while management may be honest within their disclosures, on the 

other hand when more sensitive information is addressed noisy disclosures are more common. 

Furthermore they argue that this could be a motivation for standard setters to increase 

mandatory regulations so as to reduce the frequency of noisy disclosures.  
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Both articles argue that mandatory disclosure provide more reliable information than voluntary 

disclosures. Newman and Sansing (1993) concluded that mandatory disclosures are more 

credible where sensitive information is concerned, due to it being grounded in rules and 

regulations. Cheng, Liao, and Zhang (2013) found that market illiquidity reduced with 

mandatory disclosures suggesting that it was a more credible information source for the user. 

 

Studies performed by Lev and Thiagarajan (1993) and Abarbanell and Bushee (1997) have 

found that unexplained inventory changes negatively impact a company’s future and current 

stock returns. This could be related to the users of financial statements not having enough 

information too correctly interpret the financial situation of the company and therefore they 

cannot make a reliable investment decision. 

 

According to IFRS Foundation (2013), IFRS 13 was introduced to reduce the disparity of 

information concerning how to handle valuations according to fair value accounting and to 

clarify measurements and disclosure objectives. This should be achieved by having a single set 

of requirements for all fair value measurements. Another goal of IFRS 13 is to increase 

disclosure requirements concerning fair value measurements in order to increase transparency. 

Furthermore they aim to reduce the complexity of the definitions of fair value in order to make 

it clearer for the intended user. These changes are seen by the IFRS as increasing the 

convergence between IFRS and US GAAP. The goals of IFRS 13 that are mentioned above 

should provide investors with more information to base their decisions upon. 

 

Easley and O’Hara (2004) have researched the link between a company’s information structure 

and its cost of capital. They found that the higher the amount of private information withheld 

by a company, the higher the return on investment the investor demands. This was due to the 

observation that private information increased the risk to uninformed investors. Their research 

also found that companies can manipulate the precision and quantity of information available 

to investors so as to have an impact on their cost of capital. Easley and O’Hara (2004) conclude 

by saying that how the information is provided to the market is significant since the quality of 

information influences asset pricing. 

 

1.2 Research gap 
There has been previous research about mandatory disclosure that has come from both local 

GAAP and from IFRS standards. However the new standard IFRS 13, that became mandatory 

on the first of January 2013, and the disclosures that come with it are new therefore the research 

concerning IFRS 13 has mostly been done by IASB. However our research investigates how 

the new disclosure requirements influence investor decisions in practice, from a professional 

auditor perspective. 

 

As has been discussed in the “Problem background” section the rules for disclosures have been 

evolving since their introduction and since then more and more mandatory disclosures have 

been created. From IFRS website (www.ifrs.org) we can see that the new IFRS standards will 

have more mandatory disclosures added and since new standards are coming there will always 

be a research gap about these new disclosures. 

 

There is also a research gap about less voluntary mandatory disclosures since the new rules for 

accounting is moving towards more mandatory disclosure. This is however more from the 

business perspective but is relevant for our research since we want to investigate how investors 

http://www.ifrs.org/


4 

 

react and adjust their analyses when companies disclose more information and therefore 

become more transparent. 

 

1.3 Research question 
Previous research has covered both the effects of mandatory disclosure from standards (such as 

Horton, Serafeim and Serafeim (2013), Tsalavoutas, Evans and Smith (2010)) and voluntary 

disclosure (such as Healy and Palepu (1993, 2001), Francis, Nanda and Olsson (2008)) that 

companies have done from their own free will. In the U.S there has been mandatory disclosure 

requirements since the Securities Exchange Act of 1934 which has since then been amended to 

allow for more disclosure. In Europe there have been disclosure requirements under local 

GAAP however it was not until 2005 when IFRS was adapted by the European Union that 

mandatory disclosure became equal for companies in the European Union (Tsalavoutas, Evans, 

and Smith (2010). 

 

Since IFRS 13 has been recently implemented to allow for more disclosure requirements we 

developed the following research question:  

 

How do auditors and academics perceive the influence on investing decisions of the IFRS 13 

increased disclosure requirements in regards to fair value accounting? 

  

1.4 Purpose 
The purpose of this research is to investigate if there are any consequences from the increased 

disclosure requirements in regards to fair value accounting of IFRS 13 concerning investing 

decision. The aim of our research is to find whether increased disclosure requirements have any 

influence on investment decisions. We aim to first gather knowledge from academics who teach 

in the subject area of financial accounting and audit in order for us to hear their perspective of 

the new requirements and to prepare for our data gathering from auditors. We chose to gather 

data from professional auditors due to the fact that they have a working knowledge of the new 

standard which also includes knowledge about previous standards. This in turn will allow us to 

obtain knowledge from their perspectives of how the new disclosure requirements will 

influence investor decisions. Our aim is to achieve an investor’s perspective through the lens 

of auditors and academics. The IFRSs are enforced by law within the European Union and the 

members of the European Economic Area. Furthermore IFRS is the most common reporting 

standard outside of the European Union. 

 

Due to the fact that new standards from the IASB will continue to increase the disclosure 

requirements we want to examine whether or not the investing decision will be influenced by 

these requirements and here is another reason for why auditors are important. 

 

1.5 Contribution and Limitations 
From a theoretical standpoint our research will fill the current gap that exists in research 

surrounding the disclosure requirements from the new IFRS 13. The information that this 

research will provide will also help other researchers in future studies who will wish to make a 

study in the same area in the future by providing them with a qualitative viewpoint. Allowing 

us to give an in-depth contribution on the subject area which allows quantitative researchers to 

better explore the issues at hand when more information is available to them. 

 

From a practical perspective this research will provide investors with a new perspective of how 

disclosures influence their decisions by looking into how previous disclosure standards have 
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influenced investors in the past. By knowing how disclosures have influence stock markets in 

the past it can give investors a perspective of how it may influence them and their investments 

with this new standard disclosure and other standard disclosures that will come in the future. 

Another theoretical perspective is for standard writers, the information provided by our research 

will give them more information about how different user groups view new standards and the 

effect that disclosures from standards have.  

 

Our target audience is people with prior knowledge within the area of business and 

administration, especially accounting and finance. We hope to provide information on how 

auditors and academics view the new disclosure requirements and how these two parties view 

disclosures from an investor’s perspective. By doing so we aim to shed light upon any changes 

that may have occurred with the implementation of IFRS 13 and how it may influence investor 

decisions. 

 

If we were not limited by such a short time constraint we would have been able to base our 

results upon more reliable data by examining more angles concerning our research question, 

this would be done by including both the opinions of investors and the industrial aspect as well. 

Furthermore if we were to do a quantitative study the data available would only be able to take 

into consideration the one year in which it has currently been mandatory and that the data would 

be difficult to collect since it is supposed to be published in spring of 2014.  

 

1.6 Disposition 
Chapter 1: Introduction 

In this chapter we aim to introduce the reader to the problem background of our research area 

which focuses on the need and development of accounting regulations. Furthermore we will 

introduce our research question and the reasoning’s behind why the research question was 

chosen. The chapter will be concluded with what we believe our research will be able to 

contribute to existing theory and how it will aid investors in their decision making process. 

 

Chapter 2: Methodology 

In this chapter we will present different alternatives of current research methodology and 

explain why we have chosen a qualitative abductive approach for collecting and analyzing our 

empirical findings from both a theoretical and a practical perspective. The goal in this chapter 

is to find the research methodology that best suits our research question and has the possibility 

to provide us with the most reliable information. This chapter will be concluded with a section 

on ethical, legal, and social considerations. 

 

Chapter 3: Theoretical Framework 

In this chapter we will present our findings of existing theory which we find relevant to our 

research topic, such as IFRS 13, fair value accounting versus historical cost accounting, IFRS 

13 disclosure policies, and information asymmetry. The goal is to create a broad theoretical 

frame of reference that we can draw knowledge from whilst conducting our interviews and 

analyzing our empirical findings. Furthermore the theoretical frame of reference will act as a 

base for the methodology that we have chosen. 

 

Chapter 4: Empirical Data 

In this chapter we will present our choice of interview method, justify our choice of the semi-

structured interview method and present the method of collecting our primary data. Furthermore 

we will discuss the limitations of our qualitative study, present the profiles of our interviewees, 

clarify the interview proceedings, and present our empirical findings. 
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Chapter 5: Analysis 

In this chapter we will provide the readers with an insight on the analysis of our empirical 

findings and try to find connections with existing theory from our theoretical frame of reference. 

Gathered empirical data that will be analyzed with a double perspective, from both audit 

professionals and academics. The analysis in this chapter is focused on how the increased 

disclosure requirements in IFRS 13 influence investor decisions and is presented with a 

selection of questions relating to changes that occurred with the implementation of IFRS 13. 

 

Chapter 6: Conclusion 

This chapter is designed to provide the authors with an opportunity to tie the work together and 

reveal our own opinions on the results of the study. Furthermore we will present what our 

findings imply for an investor and what theoretical implications have occurred. This chapter is 

concluded with a limitation section and our recommendations for future studies. 
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Chapter 2: Methodology 

In this chapter we will present different alternatives of current research 

methodology and explain why we have chosen a qualitative abductive 

approach for collecting and analyzing our empirical findings from both a 

theoretical and a practical perspective. The goal in this chapter is to find the 

research methodology that best suits our research question and has the 

possibility to provide us with the most reliable information. This chapter will 

be concluded with a section on ethical, legal, and social considerations. 

 

2.1 Preconceptions 
Bryman and Bell argue that researchers could be affected by the subjectivity of their personal 

background and education this in turn could influence the outcome of the study (2011, p. 30). 

During the course of our studies of international business we believe that the knowledge we 

have gained will aid us in being able to separate theory and the data we have gathered from our 

own personal opinions therefore helping us to remain unbiased. The issues that we will face as 

qualitative researchers include the ability to separate our subject’s opinions from our own. 

Another problem that could arise due to our lack of experience with qualitative research is that 

we may be too unsympathetic towards our subjects (Bryman & Bell, 2011, p. 30), these two 

issues imply that we as qualitative researchers need to find middle ground so as to get the best 

results whilst gathering our data. The issues previously mentioned are also a risk factor to 

consider for all researchers, whether you are a novice or an experienced professional. 

Furthermore we expect that the reader of this thesis has previous knowledge regarding research 

methodology. 

 

2.2 Perspective 
This research has been written from an investor’s perspective bearing in mind both the opinions 

of professional auditors and academics. These perspectives have guided us in our choice of data 

collection, literature framework, and our choice of research method. Furthermore the research 

has been written to aid future investing decisions by clarifying the influences of disclosure 

requirements on investing decision from an investor’s perspective. Since this research is 

focused on the investor decision making process bearing in mind the opinions of both auditors 

and academics, we would suggest that future research could be done on the same topic but with 

a focus on either the investors or a company’s opinion. 

 

2.3 Research Philosophy  
While structuring your research design your research philosophy serves as an important 

guideline to aid you in your choice of research strategy and what methods are best suited as part 

of the strategy (Saunders et al., 2009, p. 108). Research philosophy further relates to how you 

develop knowledge and where that knowledge originates from (Saunders et al., 2009, p. 107). 

Our choice of research philosophy reflects upon how we view the world since people with 

different knowledge and backgrounds may approach the question in a different manner 

(Saunders et al., 2009, p. 108). Saunders et al. suggest that the strategies and methods chosen 

by researchers who are interested in facts and researchers that are interested in the social aspects 

will most likely differ even though they are conducting research on the same topic (2009, p. 

108). While conducting research there is often a need for more than one research philosophy 

since one research philosophy is not better than another one, on the other hand different research 

philosophies are better at doing different things (Saunders et al., 2009, pp. 108-109). There are 
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two core ways of thinking within research philosophy and they are; epistemology and ontology 

(Saunders et al., 2009, p. 109), these will be described in further detail below. 

 

2.3.1 Epistemology 

Bryman and Bell describe epistemology issue as what could be or should be considered as 

acceptable knowledge within a specific discipline. Furthermore they highlight that the main 

issue in epistemology is whether or not the social world can be studied with the same principles, 

procedures, and ethos as natural science. There are two contradicting perspectives within 

epistemology; positivism and interpretivism, where positivism is the closest to natural science 

(Bryman & Bell, 2011, p. 15). 

 

Positivism is described differently by separate authors however Bryman and Bell highlight that 

the main stand point is the application of natural science methods when studying social reality. 

Positivism also requires other principles to be followed; only knowledge which is observable 

by the senses can be accepted as real knowledge, the principle of phenomenalism. The theory 

will be used to create hypotheses which can be tested to confirm or reject the assumptions made 

in the hypotheses, the principle of deductivism. Knowledge has to be based on the collection of 

facts which provide the basis for laws, the principle of inductivism. Science should be conducted 

in a manner that is free from value, objective. A clear distinction should be made between 

scientific statements and normative statements while holding the scientific statements as the 

true domain for scientists (Bryman & Bell, 2011, p. 15). 

 

Bisman (2010) agrees with how Bryman and Bell (2011) have described positivism, Bisman 

further defines reality within positivism as an externality which can only exists independently 

of human senses (2010, p. 5). Positivism usually implies the use of quantitative methodology 

due to positivistic requirements for universality and generalizability (Bisman, 2010, p. 5). 

Bisman also states that positivism implies quantitative methodology because;  

 

“the precision and usefulness of theories derived in this manner consequently are judged by 

their capacity to explain and/or predict phenomena.” (Bisman, 2010, p. 5) 

 

The opposite of positivism is interpretivism. Interpretivism does not apply the use of natural 

science methods while studying social reality. On the other hand it focuses on the importance 

of the differences in people and the objects of natural science. This in turn enforces social 

scientists to understand and take into consideration the subjective meaning of social actions 

(Bryman & Bell, 2011, p. 17). Saunders et al. argues that understanding the differences between 

humans in their roles as social actors is an important part of interpretivism (2009, p. 116). This 

highlights the differences of interpreting objects versus understanding the human impact on 

research outcomes. Saunders et al. further explains that our own morals reflect upon how we 

interpret the social roles of others and it is therefore important to comprehend the research 

subjects’ world from their perspective, with an empathetic stance (2009, p. 116).  

 

The two different stances of epistemology that we have focused on are positivism and 

interpretivism. As we have mentioned before the main difference between positivism and 

interpretivism is that positivism is more focused on the use of natural science methods whilst 

studying social reality, hence it is an explanatory stance. On the other hand the importance of 

interpretivism lies in the differences in people and the objects of natural science that are being 

studied, therefore interpretivism can be viewed as an observational stance. The two different 

stances could be seen to answer the questions “if” (positivism) and “how” (interpretivism). 

From Bisman’s article we found that positivism is more commonly used for quantitative studies 
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(Bisman, 2010, p. 5).  Since our study is a qualitative study, and our research question is 

formulated as follows; “How do auditors and academics perceive the influence on investing 

decisions of the IFRS 13 increased disclosure requirements in regards to fair value 

accounting?”, we have chosen to take an interpretivistic  stance so as to best match our 

epistemological stand point with our research question. Our research question is formulated to 

understand how investing decisions are influenced by increased disclosure requirements. Our 

opinion is that this question cannot be answered without taking into consideration the social 

aspects and an understanding of how they view the issue from their perspective, and then 

interpretivism is aligned with our goal to study “influences”. The reason why we have not 

chosen a positivistic stance is because our research question does not seek to answer the 

question “if” furthermore our research question does not seek to measure any quantitative data. 

Neither do we believe that such a question could achieve a trustworthy answer due to its 

reliability on hard facts and lack of concern for the social behavior of the research subject. 

 

2.3.2 Ontology 

Bryman and Bell explain that ontological issues relate to the nature of social entities. Further 

they describe that the main point of ontology is; 

 

“… whether social entities can and should be considered objective entities that have a reality 

external to social actors, or whether they can and should be considered social constructions 

built up from the perception and actions of social actors.” (Bryman & Bell, 2011, p. 20) 

 

Within ontology there are two main stances, objectivism and constructionism, their differences 

lie within their view point on social science namely how they view organization and culture 

(Bryman & Bell, 2011, p. 20).  

 

Objectivism suggests that social occurrences challenge us as external realities beyond our reach 

or influence. An organization is viewed as a tangible object within objectivism, furthermore the 

objectivist views the organization as an externality to the individuals that inhabit it (Bryman & 

Bell, 2011, p. 21). Objectivism also suggests that organizations have rules and regulations that 

should be dutifully followed by its inhabitants (Bryman & Bell, 2011, p. 21). If the inhabitants 

fail to follow the rules and regulations set by the organization they could be reprimanded or 

fired, this is why an organization is viewed as a constraining force within objectivism (Bryman 

& Bell, 2011, p. 21). According to Bisman’s research within finance and accounting is mostly 

dominated by objectivist ontology even though an increase in interpretivist approaches has been 

identified (2010, p. 6). Within objectivism the social aspects of culture are viewed similarly to 

those within organizations, meaning that the social reality could be considered as external to 

the actor and should possibly be considered as having a tangible reality of its own (Bryman & 

Bell, 2011, p. 21), therefore having an objective reality. 

 

The other stance within ontology is constructionism also called social constructionism. Which 

is described by Bryman and Bell as an ontological stance that asserts that social phenomena 

and how they are perceived are carried out continually by social actors, and are therefore in a 

constant state of revision (2011, p. 22). In contradiction to objectivism, constructionism does 

not believe that organizations have pre-existing rules, on the other hand constructionism 

believes that the rules consist of understandings between the inhabitants of the workplace 

(Strauss et al., 1973, p. 308). Since the rules and understandings are a result of negotiations 

between the inhabitants (Strauss et al., 1973, p. 308), they can therefore be seen as continually 

changing in accordance to the inhabitants. This entails that to be able to properly study social 

entities one would need to observe them in the same way as the actors within them to be able 
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to include their point of view. Within constructionism culture is not viewed as an external reality 

that constrains people but rather as an emergent reality that is continually evolving (Bryman & 

Bell, 2011, pp. 21-22).  

 

In our research we have chosen to study how the increased disclosure requirements influence 

investing decisions. The increase in disclosure requirements is set by the individuals working 

at the IASB, therefore our stand point is that the rules and regulations are created through as a 

result of the negotiations carried out by individuals and not created by the organization itself. 

This furthers our belief that constructionism is the closest ontological stance to our research 

question, and therefore it is the most reliable way to obtain relevant information concerning the 

social phenomena surrounding investing decisions. Nightingale and Cromby have said that it is 

impossible to obtain reliable knowledge of an external world with a constructionism stance 

because the only resources available are our perceptions or sense data (1999, p. 210). Our study 

is based on human behavior in relation to changes in social phenomena, specifically how 

increases in disclosure requirements are perceived. Therefore we have chosen a constructionism 

stance while conducting our research since we believe that by being able to understand how the 

increased disclosure requirements are perceived by the actors within the social world we will 

be able to achieve more accurate results. 

 

The reason this research does not have an objective stance is because we do not believe that the 

organizations decide the rules and regulations, but rather the inhabitants within them. Also we 

do not perceive culture to be a restraining external reality within the social world but rather a 

continually evolving emergent reality. We believe that social actors within an entity are not 

independent of each other nor are organizations tangible objects. Parker has criticized 

objectivism as being neglective of the “interpretive gap” in between the descriptions of the 

world because objectivism solely focuses on data which can be objectified while ignoring the 

influences of human behavior and emotion (1999, p. 27) 
 

2.4 Research approach 
Our research approach will determine how our research relates to our theory and will further 

help us with our research design. There are two research approaches to take into consideration, 

which are deductive and inductive. These approaches contradict each other, a deductive 

approach signifies that one would develop a hypothesis in order to test it against assumptions 

made against the general theory or idea. Whilst an inductive approach suggests that one would 

assume the role of reviewing current theory within the area, and adding our findings to the 

information pool. Therefore whilst conducting further research to gather information on our 

topic we would be aiming to evaluate it by comparing it to the existing information available. 

Hence by doing this we would be learning from the current theoretical positions and by basing 

our information gathering upon current relevant opinions, we aim to compare our results to 

current theory and shed light upon new evidence. Bryman and Bell loosely define a deductive 

approach as a research approach where theory leads to observations or findings whilst an 

inductive approach is a research approach where observations or findings lead to new theory 

(2011, p. 13).  

 

Bryman and Bell argue that both an inductive and a deductive approach contain an essence of 

each other within themselves (2011, p. 13). Positivism is often related to quantitative studies 

which are also correlated to deductive studies within the academic world. On the other hand 

qualitative studies are often related to interpretivism which are in turn related to an inductive 

approach (Saunders et al., 2011, p. 126). 
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After understanding what both induction and deduction methods are we felt that neither of the 

methods could fully help us with achieving the goals of our research, however there is a third 

option to choose from which is called Abduction some also call it “the Golden approach” or by 

other names. It do does not matter what you call the approach but there are arguments 

surrounding the nature of abduction (Fann, 1970, p. 5). The nature of abduction is a combination 

of both an inductive approach and a deductive approach but it has more of a lean towards the 

inductive approach (Fann, 1970, p. 7). The reason for abduction leaning more towards an 

inductive approach is since it is used to create hypothesis and theories after you have conducted 

your research (Fann, 1970, p. 8). Therefore we feel that it has the best possibility to help us 

achieve the goals of our research. 

 

With our newfound understanding for existing theories we find ourselves able to understand 

the relationships between these theories and how they are able to relate to our research question. 

With the aid of our understanding of current theories we were able to create relevant questions 

for our data gathering process, so as to best match our questions with our research topic. By 

matching the findings from our empirical data with current theories we aim to shed new light 

upon relevant information concerning investment decisions. 

 

2.5 Research design 
There are three main types of research designs which we have chosen to focus on based upon 

Saunders et al., these are exploratory, descriptive and explanatory designs (2009, p. 138). While 

other authors such as Bryman and Bell (2011, p. 41) and Cooper and Schindler (2011, pp. 18-

19) have focused on a wider variety of research designs. Cooper and Schindler focus on four 

types of research design, while two of them are descriptive and explanatory (2011, pp. 18-19).  

 

Saunders et al. explains that an exploratory research design could be valuable if you are trying 

to increase your understanding of a problem, therefore it may aid you in evaluating whether 

there is any need to pursue future research in the area (2009, p. 139). While conducting 

exploratory research there are three principal approaches to take into consideration; a search for 

literature, conducting interviews with professionals, and interviewing focus groups (Saunders 

et al., 2009, p. 140). Exploratory research is fitting if you are willing to change your research 

approach if new relevant data becomes available since exploratory research is a flexible 

approach (Saunders et al., 2009, p. 140). 

 

Descriptive research as suggested by the title is aimed at accurately portraying events and 

situations (Robson, 2002, p. 59). According to Saunders et al. it is often considered a piece of 

explanatory research but could also be seen as prequel to exploratory research (Saunders et al., 

2009, p. 140). Cooper and Schindler agree with Robson’s definition of descriptive research, 

they further add that a descriptive research design tries to answer the questions; who, when, 

what, where, and how (Cooper & Schindler, 2011, p. 18). While conducting descriptive 

research it is common to collect data and create a database of the observations in order to find 

relevant characteristics. Descriptive research is popular within not-for-profit organizations due 

to its variable applications in management disciplines (Cooper & Schindler, 2011, p. 19). 

 

Explanatory research aims to identify and explain the relationship between variables, and is 

commonly used to research a problem or situation and identify the relevant relationships 

between the variables (Saunders et al., 2009, p. 140). While Cooper and Schindler agree with 

Saunders et al. they argue that an explanatory research design is grounded in theory and in 

comparison to a descriptive research design, goes further on to attempt to explain the origin of 

the phenomena (Cooper & Schindler, 2011, p. 19). Saunders et al. suggest that an explanatory 
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research design can be a viable option whilst conducting either a quantitative or a qualitative 

study that aims to explain the relationship between observed variables (Saunders et al., 2009, 

p. 141).  

 

While explanatory research design can be used for qualitative studies we feel that it tries to 

answer the question why a phenomena has occurred. On the other hand a descriptive research 

focuses on describe the phenomenon that have been observed and does not provide a complete 

conclusion surrounding the phenomena. Therefore we feel that a descriptive research design by 

itself would not provide a conclusion that is able to describe the issue at hand in enough detail 

within our conclusion. We have therefore chosen a design that incorporates both research 

designs which Saunders et al. describes as a “descripto-explanatory study” (2009, p. 140). A 

descripto-explanatory design can be used when the research is aimed to be descriptive in nature 

but is likely include explanatory aspects towards the end (Saunders et al., 2009, p. 140). 

 

2.6 Research strategy 
The different strategies available can all be applied to the different research designs which are; 

explorative, descriptive and explanatory. Therefore the choice of our research design will be 

based on whether or not it will be able to match or research question and our desired results. 

We aim to base our choice of research strategy upon our existing knowledge of relevant theory, 

our time horizon and our own philosophical beliefs, so as to match our epistemological and 

ontological beliefs with our design and research strategy (Saunders et al., 2009, p. 141).  

 

Saunders et al. describes seven different research strategies that can be used, they are the 

following; 

 

Experiment strategy studies the causal links, meaning whether a change in one independent 

variable causes a change in a dependent variable and is more commonly used in social science 

research (Saunders et al., 2009, p. 142). 

 

Survey is a strategy mostly used for exploratory and descriptive research and is common in a 

deductive approach (Saunders et al., 2009, p. 144). The survey focuses on collecting opinions 

from a sample population on a specific question, the survey tries to answer the questions; who, 

what where, how much, and how many (Saunders et al., 2009, p. 144). 

 

Case study is a strategy for doing an empirical investigation of a particular current issue within 

its real life situation whilst using various sources of evidence (Saunders et al., 2009, pp. 145-

146). 

 

Action research is a strategy that focuses on answering the question “how” and separates itself 

from other research strategies because it focuses on action and further opts for changes within 

companies (Saunders et al., 2009, p. 147). 

 

Grounded theory is the creation of new theory trough the analysis of the collected data. In 

grounded theory one starts with collecting data in order to create theory that is not grounded in 

an initial theoretical framework (Saunders et al., 2009, p. 149). 

 

Ethnography is the strategy of describing and explaining the social world in which the subject 

group lives and is strongly associated with the inductive approach (Saunders et al., 2009, p. 

149).  
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Archival research uses administrative records and documents as the principal source of data 

and focuses on establishing changes that have occurred in the past or over time (Saunders et al., 

2009, p. 150). 

 

Both Saunders et al. (2009) and Bryman and Bell (2011) argue that grounded theory is the best 

way of conducting a qualitative study. However due to the reason that our qualitative study is 

not aimed at creating new theory but instead adding on to existing theory surrounding the issue 

with the influence that disclosure requirements have on investment decisions, we feel that a  

case study with a qualitative aspect would be best suited for our research. By choosing a case 

study strategy and using semi structured interviews instead of structured interviews we will be 

able to conduct our research and achieve our desired goals. Our focus on semi structured 

interviews means that the interviews will be our primary data-collection method but also our 

primary source to aid us in reaching a conclusion concerning our research question. 

 

2.7 Time horizon 
We are currently doing our degree project and with our limited amount of time we have chosen 

to research the opinions of professional auditors and academics and document their opinions 

on our research question. Because IFRS 13 is a newly implemented regulation which became 

mandatory on the first of January 2013, it is important to note that the auditors will only have 

one year of working knowledge in regards to IFRS 13 and any changes that it may have 

introduced therefore our degree project is cross-sectional. Therefore our research will cover 

their recent experience and expectations from IFRS 13. 

 

2.8 Research method 
Various researchers have examined and compared the differences between quantitative and 

qualitative methods and they conclude that the main differences are the matter of numbers 

versus words. The quantitative method relies upon gathering numeric data and understanding 

what happened whilst the qualitative method is more focused on analyzing society with the help 

of words (Bryman & Bell, 2011, p. 410; Cooper & Schindler, 2011, p. 160; Lofland, 1971; 

Holme and Solvang, 1991, p. 154; Saunders et al., 2009, p. 17). Bryman and Bell go on to 

explain that even though this is an important difference there are also other aspects to take into 

consideration while choosing our research method, such as epistemological and ontological 

stances since certain combinations are considered to be a better fit for specific research methods 

(2011, p. 26).  We will not be going into further details here, but instead focus on describing 

our choice of research method and why it is a good fit for our research purpose. 

 

As previously mentioned qualitative research focuses on analyzing society with the help of 

words. Bryman and Bell highlight three different features within qualitative research; an 

inductive view, an epistemological position, and an ontological position (2011, p. 386). This 

means that the relationship between theory and research should be considered as inductive. The 

epistemological position should be interpretivist meaning that the focus of the research is on 

understanding the social world, whilst the ontological position is seen as constructionist which 

entails that the interactions between individuals shape the social properties (Bryman & Bell, 

2011, p. 386). This highlights why a qualitative research method would be the best fit for our 

research since it matches our beliefs on the topics of ontology, epistemology, and our research 

approach. We aim to gather our data by conducting semi-structured qualitative interviews with 

professional auditors and academics. The interviews conducted with academics are preliminary 

whilst our interviews with auditors will be our primary source of data collection. Thereby we 

hope to create an understanding of how the increase in mandatory disclosure requirements 

influences a social phenomenon (investment decision). The reason behind choosing academics 
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is due to them having a theoretical perspective of IFRS 13 and the reason behind choosing 

auditors was due to the fact that they have a practical experience of IFRS 13. The reason for us 

not interviewing investors is that IFRS 13 has not been mandatory for a sufficient amount of 

time to be able to influence the market and therefore we feel that the investors do not have 

enough experience with IFRS 13 yet. Furthermore the reason for us not utilizing a quantitative 

method is because we feel that there is not a sufficient amount of data available since IFRS 13 

became mandatory on the first of January 2013, and therefor there were not sufficient financial 

statements available to us.   

 

2.9 Quality criteria  
This section is in regards to the quality criteria required for qualitative research Bryman and 

Bell (2011) highlight four main quality criteria for qualitative research which we have chosen 

to focus on. Below we will explain why we feel that we meet these criteria and what measures 

we have taken to meet them.   

 

2.9.1 Credibility 

The credibility criterion concerns whether or not the reader is able to understand the conclusion 

of the study drawn by author and if it is a reliable representation of the reality of the study 

(Bryman & Bell, 2011, p. 396). Since our study is based upon IFRS 13 which has a strong 

theoretical background we feel that this lends credibility for the basis of our study. Furthermore 

we feel that our methodology chapter has provided the reader with good understanding of why 

our specific methods where chosen and how we have applied them to our study. Our use of 

semi-structured interviews means that we invite the interviewee to present a more in-depth 

answer which can be clarified by follow up questions. Which allows for the interviewee to shed 

light upon new information. To increase the credibility of our study we have presented our 

transcriptions to our interviewees for approval, so as to clarify that we have correctly 

understood the underlying meanings during the interviews. Furthermore we provide the reader 

with a short background of each of the interviewees so as to clarify their experience and 

knowledge in our field of research. Furthermore our analysis of our empirical data is linked 

with existing theory within this field of research so as to strengthen the credibility of our 

findings. 

 

2.9.2 Transferability 

Transferability or generalization relates to how well our results can be applied in practice and 

in new environments (Bryman & Bell, 2011, p. 43). In our methodology chapter we have 

provided the reader with the reasoning behind our choice of methods and why the fit our study. 

These explanations can improve the transferability of our study. We have interviewed a variety 

of individuals with expertise within auditing, all of them come from different backgrounds and 

have different world views and they may have interpreted our interview questions differently. 

Which was noticed when some of our interviewees had similar opinions they chose to express 

themselves in different manners. However our interview questions are grounded in our 

theoretical framework and the questions chosen are appropriate. Furthermore our own personal 

world views may have influenced how we perceive answers during the interview process, 

however both researchers were present at all interviews so as to avoid this issue. This study is 

in regards to IFRS 13 and IFRS, which is strictly regulated, is applied in many different 

environments around the world which in turn enhances the transferability of our study. 
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2.9.3 Confirmability 

The confirmability criterion is related to how we conduct ourselves during the course of our 

research (Bryman & Bell, 2011, p. 398). To increase the confirmability it is important that we 

remain neutral to our findings during the course of our research so as to avoid any biased 

opinions. The knowledge we have gained from our theoretical framework concerning our 

research question will aid us to maintain neutrality during the interview process. Other aspects 

to consider during the interview process are cultural differences and language barriers. All of 

our interviewees are fluent in either Swedish or English so as to avoid any miscommunications. 

The interview questions are designed to be clear and easily understood. Furthermore the 

interviewees have been sent the questions in beforehand so as to give them time to prepare a 

proper answer for the interview. 

 

2.9.4 Dependability 

Dependability relates to how trustworthy our research is and parallel to reliability in quantitative 

studies (Bryman & Bell, 2011, p. 398). One of the main aspects to highlight concerning 

dependability is that our research is thoroughly grounded in our theoretical framework. 

Furthermore we present different methodology paths to choose from and explain why our 

choices best fit our research purposes. To fulfil the dependability criteria we as researchers 

should keep thorough records concerning interview records, transcripts, selection of 

interviewees, the problem formulation, and data analysis decisions (Bryman & Bell, 2011, p. 

398). To increase the dependability we have had our peers review our research study during the 

course of its development as well as the finished product, during the reviews we have gained 

useful feedback which we have acted upon and we feel that it enhances the dependability of our 

research.  

 

2.9.5 Authenticity 

The authenticity criterion relates to the wider political impact of the research (Bryman & Bell, 

2011, p. 398). In order to research the authenticity criterion Bryman and Bell suggest that five 

criteria have to be fulfilled with the research which are; Fairness, Ontological authenticity, 

Educative authenticity, Catalytic authenticity, and Tactical authenticity (2011, pp. 398-399). In 

relation to the fairness criterion which relates to whether or not our research manages to fairly 

represent different viewpoints (Bryman & Bell, 2011, p. 398), we believe that our research 

fulfills this by having the viewpoints of both academics and auditors in our research. The 

ontological authenticity criterion relates to whether or not the research helps society to better 

understand the social environment (Bryman & Bell, 2011, p. 399), the aim of our research is to 

explore whether or not the increased disclosure requirements of IFRS 13 influences investors 

decision making. Relating to the educative authenticity criterion regarding whether or not the 

research provides members of society with a better perspective of other members of society 

(Bryman & Bell, 2011, p. 399), by exploring the investor’s perspective from the lens of 

academics and auditors we feel that we manage to fulfill this criterion. Regarding the catalytic 

authenticity criterion which aims to see if the research motivates the members of society to 

change their behavior (Bryman & Bell, 2011, p. 399), from our research we aim to provide 

investors with a new perspective of how the increased disclosure requirements may influence 

them. Lastly the tactical authenticity criterion relates to whether or not the research has 

motivated the members of society to take the necessary steps to engage action (Bryman & Bell, 

2011, p. 399), through our research we aim to provide the investor with more knowledge 

regarding IFRS 13 so as to see if it has any influence on their investing decision. 
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2.10 Literature and data source 
According to Saunders et al. there are three different types of literature sources available and 

they have been referred to as Primary, Secondary, and Tertiary sources (2009, p. 69). These 

sources relate the level of detail and when they have been published, where primary sources 

represent literature such as; theses, emails, and unpublished manuscript sources, which have a 

high level of detail and are commonly associated with the first appearance of the information 

(Saunders et al., 2009, p. 69). Secondary sources usually target a wider audience and include 

literature such as; newspapers, books, and journals which are considered to be within the middle 

of the spectrum when considering to the time it has been available and which level of detail it 

contains. Lastly, literature sources such as catalogues, indexes, and encyclopedias are 

considered to be tertiary sources, meaning that they have a low level of detail and have been 

available for an extended period of time, tertiary sources are usually used to locate primary or 

secondary sources or literature (Saunders et al., 2009, p. 69).  

 

For our literature search we have mainly used Diva, and Umeå University Library’s availability 

to Emerald and Business Source Premier (EBSCO). The literature that we have gathered from 

these databases has primarily been used in our introduction and theoretical framework. These 

primarily consisted of secondary sources such as peer reviewed articles. Diva has been a useful 

tool to find secondary sources consisting mostly of student theses which we have used to aid us 

in the structuring of our paper and also to find further literature such as peer reviewed articles 

which we found relevant for our research. Furthermore we have found Google Scholar to be a 

useful tool for identifying relevant articles and topics that relate to our research question. 

Concerning tertiary sources, they have not been used in this paper.  

 

Umeå University Library has also been our main source for books and e-books used primarily 

in the methodology chapter, but also aided us to gather references for our theoretical framework. 

With our fluent knowledge of both Swedish and English we have been able to use literature 

available to us in both languages, broadening the available literature sources. 

 

Whilst searching for literature relevant to our research we have used key words such as: IFRS, 

IFRS 13, IAS, IASB, SEC, GAAP, IAS 40, fair value accounting, historical cost accounting, 

investors, users, external users, financial statements, financial crisis, effect on, disclosure, 

mandatory disclosure, disclosure requirements, mandatory disclosure requirements, 

information, and information asymmetry. Additional key words were used for the methodology 

chapter:  qualitative, quantitative, research design, research method, kvalitativa, kvantitativa, 

business, accounting, forsknings metoder, exploratory, descriptive, explanatory, inductive, 

deductive, and abduction. 

 

Our empirical data has been gathered through semi-structured interviews with academics and 

professional auditors, we conducted preliminary interviews with the academics to gain their 

opinion on our line of questioning and to see if they had anything to add before we conducted 

the primary interviews with the auditors. We have recorded the interviews so as to avoid our 

personal opinions effecting the data gathered. 
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2.11 Summary 
 

 
Figure 1. Summary of Methodology 

When choosing how we would conduct our research we had to make different choices that are 

listed in the figure above. When it comes to research philosophy there are two things to take 

into consideration namely epistemology and ontology, for our epistemology we decided that an 

interpretivistic approach would be best suited to achieve our research goals. For our ontological 

approach we choice to use constructionism. For our research approach we felt that we needed 
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to use both a deductive approach and an inductive approach and therefore decided to use an 

abductive approach since it combines both approaches into one. Between the three research 

designs that we chose to list none of them could by themselves help us achieve the goal of our 

research however by combining descriptive research design with explanatory research design 

to get decripto-explanatory research design which fits our study. We then decided to use a 

modified version of survey strategy by using semi-structured interviews instead of fully 

structured interviews since it would fit our research study better. Final by adding all of these 

together we could conclude that our choice of method for conducting our study is a qualitative 

research method. Since we have chosen to conduct a qualitative study we have used the 

qualitative research criteria which are credibility, transferability, confirmability, and 

dependability. 

 

2.12 Ethical, legal and social considerations 
Whilst conducting any research one must first take into consideration issues surrounding 

ethical, legal, and social concerns surrounding the choices one made for the research 

philosophy, research approach, research design, research strategy, and research method. Since 

our research method is a qualitative method and we are using semi-structured interviews as our 

research strategy our ethical, legal and social considerations will be surrounding these choices.   

 

We as researchers have a responsibility towards both individuals participating in our research 

and towards ourselves to avoid miss-portraying an individual’s personal opinions that we have 

gained during the interview process of the study. Therefore it is necessary to inform any 

individuals participating in our study about the goals of our research and in what context they 

will be mentioned before gaining their consent to include them in our research. Not exposing 

this information could be deceitful and lead to a misrepresentation of not only the individual 

but also the company that they represent, this in turn could negatively influence their future 

career at the company. 

 

In order to avoid any negative impacts that our research may have it is important that we 

consider the ethical aspects and keep them in mind whilst conducting the research. Furthermore 

to avoid any issues that may arise concerning the storage of personal information that may have 

an impact on the individuals personal life we have decided that all participants will preliminarily 

be anonymous, and be given a pseudonym unless they state otherwise. The reason we have 

chosen to provide a pseudonym is to improve the readability of the paper, furthermore Morrow 

and Smith established that the use of pseudonyms aided in increasing the openness and 

collaboration of participants while being interviewed (1995). Hair et al. mention that the reason 

for participants to remain anonymous is protect both the research itself and the participant from 

any repercussion that may arise (2007, p. 68). 

 

We will be collecting our empirical data through semi-structured interviews, and there are 

specific ethical issues related to interviews that we will bear in mind that will be discussed here. 

First of the wilful consent of an individual participating must be given in order for us to start 

our interview because they do have a right to deny participation. Also we bare a responsibility 

to maintain confidentiality of any data gathered. This could prove harder while conducting 

multiple interviews with separate participants, since if we were to accidentally mention 

information gained while questioning multiple individuals from the same workplace the 

participant may be able to indirectly identify a previous participant (Saunders et al., 2009, p. 

195). As researchers we see it as our responsibility to keep any information we gather protected 

from any competitors within the industry.  
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While conducting research and gathering data it is important to take into consideration how 

valuable your participant’s time is and not to prolong an interview when it is obvious that a 

participant has other matters to attend to (Saunders et al., 2009, 195). Another way to show 

respect towards the participants of our research is by providing them with an estimation of how 

much time is required for the interview process (Hair et al., 2007, p. 65). 

 

Considering that our strategy for data collection is focused on semi-structured interviews for 

this qualitative research, another one of our responsibilities as researchers is to receive clear 

consent from any participants, both that they will be interviewed, recorded, and referred to when 

our research is published. If they do not concede to being recorded we will rely on the notes 

taken during the interviews, otherwise the responsibility lies upon us to keep all obtained 

information private throughout and after the research process. 

 

A common social issue that arises within the world of business research are cultural differences, 

both relating to customs and language barriers. Although the majority of our interviewees are 

from Sweden and are experienced with our culture we do have two foreign interviewees 

however they are both fluent in English and therefore the language barrier should not be an 

issue while using professional terms we hope to avoid any social issues surrounding customs 

and language barriers that might arise.  

 

To be able to gather as much reliable information as possible from any interviewee the 

researcher has to establish trust between himself and the participant so as to achieve a good 

atmosphere in the room, so that the participant feels comfortable and not as though he is being 

interrogated. Morrow and Smith have found that the use of pseudonyms helps balancing the 

power in the room (1995). A way to gain trust with a participant of the interview is by treating 

the participant with respect (Hair et al., 2007, p. 65), another way is by clearly defining how 

any data gathered will be used in the research (Saunders et al., 2009, p. 196). 

 

By conducting our research we aim to achieve an increased awareness for how increased 

disclosure requirements in IFRS 13 may influence investment decisions. Furthermore we aim 

to highlight how IASB and IFRS are focusing on providing information for investors and what 

they might achieve with the new regulations surrounding fair value accounting. With the 

increased information provided to investors through this study we may influence the way 

investors chose to analyze their portfolio companies by choosing to have a closer look at the 

financial information available to them in the financial statements in order for them to better 

understand how companies have reached a fair value. 
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Chapter 3: THEORETICAL FRAMEWORK 

In this chapter we will present our findings of existing theory which we find 

relevant to our research topic, such as IFRS 13, fair value accounting versus 

historical cost accounting, IFRS 13 disclosure policies, and information 

asymmetry. The goal is to create a broad theoretical frame of reference that 

we can draw knowledge from whilst conducting our interviews and analyzing 

our empirical findings. Furthermore the theoretical frame of reference will 

act as a base for the methodology that we have chosen.  

 

3.1 IASB Conceptual Framework 
IASBs conceptual framework sets the concepts which aim to provide boundaries surrounding 

the nature of financial reporting and to further assist the external users, and especially investors, 

of financial statements by helping them to understand the underlying information within them 

(IFRS Foundation 2012, 2012, p. 4). Auditors also use financial statements but from two 

different perspectives, when they work with reviewing financial statements and if they 

themselves are individual investors. 

 

According to the IFRS conceptual framework investors are a part of the key users of financial 

statements and read them to fulfil their needs for information such as the inherent risk involved 

and the possible return on investments (IFRS Foundation 2012, 2012, p. 5). Other users of the 

financial statements includes; employees, lenders, suppliers and other trade creditors, 

customers, governments and their agencies, and the general public and they use the financial 

information available in the financial statements to fulfil their individual needs (IFRS 

Foundation 2012, 2012, p. 5). IFRS goes on to state that financial statements cannot provide all 

the necessary information to the individual users, however because the investors are the 

providers of capital to the companies and because their information needs should be fulfilled 

by the financial statements IFRS argues that other individuals information needs will most 

likely also be fulfilled (IFRS Foundation 2012, 2012, p. 6).  

 

To be able to fulfil the information needs of the different individual users of financial statements 

the IFRS have developed objectives that a financial statements needs to meet. The main 

objectives are described as being able to provide information about the current financial 

position, performance, and any changes in financial position, these objectives are deemed as 

being beneficial for the users of financial statements whilst making economic decisions (IFRS 

Foundation 2012, 2012, p. 6).  

 

To be able to improve the usefulness of the financial information available to users, and mostly 

for the investor’s benefit, the IFRS have developed qualitative characteristics for the conceptual 

framework, and they define four key qualitative characteristics; understandability, relevance, 

reliability, and comparability (IFRS Foundation 2012, 2012, p. 8). These qualitative 

characteristics are however subject to constraints which are; timeliness, balance between 

benefits and costs, balance between qualitative characteristics, and having a true and fair view 

(IFRS Foundation 2012, 2012, p. 10). 

 

3.2 IFRS 13 
IFRS saw the need to clarify the information available concerning fair value measurements and 

disclosure requirements because previously released IFRSs were diversified in their 

descriptions on how to handle fair value measurements and disclosures requirements. Whilst 
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some provided limited information on how to measure fair value others were very descriptive 

although the standards which were descriptive lacked in similarity. IFRS introduced IFRS 13 

so as to increase the comparability of the information reported in financial statements by 

reducing the diversity of the current information (IFRS Foundation, IFRS 13, p. A408).  

The objectives of IFRS 13 are to clearly define what fair value is and to set a single framework 

for fair value measurements and disclosure requirements. Although IFRS 13 is applied 

whenever other IFRSs require fair value measurements or disclosures there are some exceptions 

which are defined in IFRS 13 (IFRS Foundation, IFRS 13, p. A410). 

 

IFRS defines fair value as follows; 

 

“… the price that would be received to sell an asset or paid to transfer a liability in an orderly 

transaction between market participants at the measurement date.”  

(IFRS Foundation, IFRS 13, p. A411) 

 

 With the introduction of IFRS 13 fair value measurements have been divided into three 

different categories; Level 1, Level 2, and Level 3. The disclosure requirements differ 

depending on the level.  

 

The first thing to take into consideration while measuring fair value of an asset or liability IFRS 

13, paragraph 70 states that;  

 

“If an asset or liability measured at fair value has a bid price and an ask price (eg an input 

from a dealer market), the price within the bid-ask spread that is most representative of fair 

value in the circumstances shall be used to measure fair value…” 

 

This means that the bid-ask spread is to be taken into consideration irrelevant of where the input 

is categorized in the different hierarchy levels, for liabilities this process is not a requirement 

(IFRS Foundation, IFRS 13, p. A422).  

 

To further clarify the information available to investors concerning assets and liabilities IFRS 

13 has redefined the classification system regarding assets and liabilities in IFRS 13 paragraph 

94. Previously the classification system only accounted for financial instruments and was 

regulated by IFRS 7 paragraph 6 (IFRS Foundation, IFRS 2012, p. 482) although the disclosure 

requirements were not as detailed as they are in the new system, therefore the previous system 

was not as explanatory towards the investor. The classifications of assets and liabilities should 

be based upon paragraph 94 a) and b), the classification system also takes into consideration 

which Level input the asset or liability is classified as since Level 3 assets and liabilities have 

more specified classifications (IFRS Foundation, IFRS 13, p. A429). 

 

3.2.1 Fair Value Hierarchy 

For IFRS 13 to be able to increase the harmonization and comparability of fair value 

measurements and disclosures a hierarchy system has been developed to manage the inputs to 

different valuation techniques. The hierarchy contains three levels, where Level 1 is the highest 

and Level 3 is the lowest (IFRS Foundation, IFRS 13, pp. A422-A423). 
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Figure 2. Fair value hierarchy 

The first level of the hierarchy, Level 1, uses active market prices at the measurement date for 

identical assets and liabilities (IFRS Foundation, IFRS 13, p. A423). 

The second level of the hierarchy, Level 2, focuses on the other observable inputs that are not 

categorized as Level 1 (IFRS Foundation, IFRS 13, p. A424). 

 

The final level of the hierarchy, Level 3, focuses on the unobservable inputs (IFRS Foundation, 

IFRS 13, p. A425). 

 

3.2.2 Level 1 Inputs 

IFRS 13, paragraph 77 defines the most reliable evidence of fair value to be an active market 

price, and it should therefore be used to measure fair value whenever available, without any 

adjustments. Level 1 inputs are used when quoted prices from active markets are available at 

the time of measurement and they are therefore at the top of the hierarchy (IFRS Foundation, 

IFRS 13, p. A423). Level 1 inputs will often be available for financial assets and liabilities 

across different active markets, the emphasis lies on determining the appropriate market and 

whether or not the entity has the possibility to complete the transaction on the measurement 

date (IFRS Foundation, IFRS 13, p. A423). 

 

3.2.3 Level 2 Inputs 

Level 2 inputs include other observable inputs that are not categorized as Level 1 inputs, the 

observations for Level 2 inputs can be either directly or indirectly observed. Level 2 of the 

hierarchy also takes into consideration the terms and conditions surrounding assets and 

liabilities with contractual obligations. If a contractual obligation is connected with an asset or 

liability a Level 2 input must be observable for the lifespan of the asset or liability (IFRS 

Foundation, IFRS 13, p. A424). 
 

Other Observable Inputs 

(a) “Quoted prices for similar assets or liabilities in active markets.” 

(b) “Quoted prices for identical or similar assets or liabilities in markets that are not 

active” 

Level 1
Active market 

quotations

Level 2
Other observable inputs

Level 3
Unobservable inputs
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(c) “Inputs other than quoted prices that are observable for the asset or liability, for 

example:” 

(i) “Interest rates and yield curves observable at commonly quoted intervals” 

(ii) “Implied volatilities” 

(iii) “Credit spreads” 

(d) “Market-corroborated inputs” 
Table 1. Other Observable Inputs 

(IFRS Foundation, IFRS 13, p. A425) 

 

Adjustments to Level 2 inputs are allowed to be carried out depending on the assets condition 

or location, how comparable items are to the asset or liability, and the level of activity in the 

markets which the inputs are observed (IFRS Foundation, IFRS 13, p. A425). If adjustments 

are made to Level 2 inputs that are considered significant it may result as a fair value 

measurement within Level 3 inputs, for this to happen, significant unobservable inputs will 

have to be used (IFRS Foundation, IFRS 13, p. A425). 

 

3.2.4 Level 3 Inputs 

When there are not enough observable inputs to be relied upon whilst conducting fair value 

measurements Level 3 inputs are used, and these consist of unobservable inputs. Level 3 inputs 

allow for fair value measurements to be conducted even if there is a lack of active markets to 

be relied upon (IFRS Foundation, IFRS 13, p. A425). The risks within Level 3 inputs surround 

the assumptions made whilst estimating fair value since different professionals and institutions 

may rely upon different valuation techniques, this in turn would be reflected in the valuation of 

the asset or liability and therefore not be considered a fair value. In these cases adjustments for 

the risk are needed in order to achieve a fair value valuation (IFRS Foundation, IFRS 13, pp. 

A425-A426). 

 

When it comes to unobservable inputs one of the options that companies have when it comes 

to reporting fair value in accordance with the Level 3 fair value accounting is discounted free 

cash flows from now on DCF. The problem that has been discussed surrounding fair value 

accounting Level 3 is that the calculations in Level 3 are based on estimates (Penman, 2009). 

However with the disclosures that are in place with the new IFRS 13 are in place to reduce the 

risk for investors and other users of financial statements when they are making their investors. 

With the correct motivation of the estimates that the company uses when they are calculating 

their DCF for valuation of fair value Sundgren (2013) states that having the correct disclosures 

will make it possible for investors to evaluate the estimates that the companies have made in 

their financial statements and make their own decision.  

 

However IFRS 13, paragraph 73 states that when a financial asset or liability lies in more than 

one level of the hierarchy, the asset or liability should be valued in the lowest hierarchy (IFRS 

Foundation, IFRS 13, p. A423). Sundgren finishes his article with stating that fair value is fair 

enough in relation with the new fair values in Level 2 and Level 3 (2013, p. 8). 

 

These changes in IFRS 13 have changed the measurement process of evaluating the monetary 

value of financial assets or liabilities. With the new fair value measurements companies must 

produce a more detailed financial statement that discloses the valuation processes used in 

achieving the fair value measurements, this in turn should provide a more in depth explanation 

of the process to users of financial statements, but mostly for investors, compared to before 

IFRS 13 was implemented. 
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3.2.5 Disclosures in IFRS 13 

The disclosures required by IFRS 13 are focused on aiding the users of financial statements, 

especially investors, to understand the valuation techniques and what inputs have been used to 

develop the fair value measurements for both recurring and non-recurring assets and liabilities. 

Concerning unobservable inputs in Level 3, disclosure are required to include the effects on 

profit or loss or other comprehensive income during the accounting period (IFRS Foundation, 

IFRS 13, p. A426). To be able to meet these objectives entities need to take into consideration 

“the level of detail necessary to satisfy the disclosure requirements“ and “whether users of 

financial statements need additional information to evaluate the quantitative information 

disclosed” (IFRS Foundation, IFRS 13, p. A426). Even if the disclosures provided by the entity 

are in accordance with IFRS but do not meet the requirements set by IFRS 13, paragraph 91 the 

entity will need to disclose additional information until the requirements are met (IFRS 

Foundation, IFRS 13, p. A426). Paragraph 93 in IFRS 13 describes in further detail what the 

minimum disclosure requirements are. For example these differ depending on what input level 

the asset or liability is classified as or whether or not it is recurring or non-recurring. Since 

Level 1 inputs for assets or liabilities are valued using active market prices and no other 

valuation techniques this mean that no further description is needed of the choice for valuation 

techniques. On the other hand multiple valuation techniques are available for both Level 2 and 

Level 3 inputs therefore detailed descriptions are required of both the choice of valuation 

technique and the inputs used for fair value measurement. Level 3 inputs work with 

unobservable inputs and so as to increase the clarity for the users of financial statements are 

required to disclose the quantitative information involved (IFRS Foundation, IFRS 13, p. 

A427). If an entity determines that it is necessary to changes the input level classification of an 

asset or liability they are required to disclose the circumstances that arose and the date of the 

event. 

 

3.3 IAS 40 Compared to IFRS 13 
The section of IAS 40 which relates to how investment properties are accounted for has been 

replaced by IFRS 13 which will be mandatory as of the first of January 2013. The decision to 

replace this section of IAS 40 with IFRS 13 relates to IASBs desire to increase the usefulness 

for investors in the decision making process. IFRS 13 handles how fair value is measured and 

does not decide when a company is supposed to apply fair value measurements. What IFRS 13 

improves concerning fair value is the introduction of a fair value hierarchy which defines the 

most reliable situations to use fair value, and how they are to be measured in the three different 

levels of the hierarchy. The main consequence for investors concerning IFRS 13 and its impact 

on fair value measurements are that it significantly increases the disclosure requirements in 

comparison to when fair value had previously been applied. This may allow investors to gain 

access to new information regarding the decision making process surrounding fair value and a 

more in depth and detailed explanation of how valuations in the level 2 and level 3 inputs within 

the measurement process have been conducted. This information may in turn aid investors in 

their decision making process by providing increased clarity surrounding fair value 

measurements. 

 

Barth and Clinch examined how share prices were affected by the revaluation of assets, 

including investment properties, and found that long-term asset revaluation was value relevant 

(1998, p. 231). This suggests that there exists a correlation between share price and asset 

revaluation and lends evidence to the preconceptions that fair value is considered relevant. It 

furthermore lends credibility to fair value being relevant for investment decisions through the 

correlation between share price and asset revaluation. 
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Dietrich, Harris, and Muller (2001) explore the reliability of mandatory annual fair value 

estimates regarding investment properties within the UK. They found that fair value tends to 

slightly understate selling prices, which could arise from conservative appraisers. Fair value 

also proved more accurate than the historical cost model. Over all they conclude that the 

reliability of fair value accounting methods had a correlation with the relationship between the 

appraiser and the company (Dietrich, Harris, and Muller, 2001, p. 155). 

 

3.4 Fair Value Accounting for Investors 
A study conducted by Gaynor, McDaniel and Yohn (2011) explored how a company’s credit 

risk is influenced by using the fair value valuation model for liabilities, and how the recorded 

gains and losses were perceived by financial statement users, such as investors. The study 

explored the preconceived notion that investors, being users of financial statements, 

misinterpret fair value gains and losses and found truth in the suspicions. This was especially 

noticeable with the misinterpretation of fair value gains on liabilities being perceived as a 

decrease in a company’s credit ratings, and similar results were observed for fair value losses 

being related to an improving credit risk (Gaynor, McDaniel and Yohn, 2011, p. 133). However 

with more informative disclosures concerning how the credit risk changed and the influences 

on the income statement, they noticed a considerable drop in misinterpretations (Gaynor, 

McDaniel and Yohn, 2011, p. 133).  

 

Hopkins (1996) found that users of financial statements could gain preconceived notions about 

items reported in the financial statements based upon how they were presented. Maines and 

McDaniel further study how nonprofessional and professional investors judgments were 

influenced by different comprehensive income characteristics and found that the choice of 

presentation affected the decision making process (2000, p. 200). 

 

When investors need to make an investment decision where Level 2 or Level 3 fair value 

accounting measurement have occurred there is argument that estimations could have been in 

error or even been biased however the disclosure requirements that exist for Level 2 and Level 

3 measurements should be able to mitigate both errors and bias to aid the investors in their 

decision. For investors who invest with hedge funds there might be a problem with valuation 

of illiquid assets when investors trade in and out of these funds who are based on estimates 

might be dangerous for the investor (Penman, 2007, p. 41). 

 

Laux and Leuz (2009) have examined and evaluated some of the main issues regarding the pros 

and cons of the fair value accounting model. Firstly they conclude that a lot of the debate around 

fair value accounting arises from misunderstandings regarding what it is supposed to be used 

for and what new aspects that it introduces (Laux and Leuz, 2009, p. 826). We believe that 

IFRS 13 that became mandatory on the first of January 2013 is trying to clarify these issues for 

the investors with the introduction of the increased disclosure requirements that it introduces. 

Furthermore Laux and Leuz (2009) mention that the implementation process could prove 

complex in practice. If companies have difficulties implementing new fair value accounting 

methods it could lead to misinformation which could complicate the decision making process 

for investors. Laux and Leuz (2009) conclude by highlighting that they do not believe that issues 

arising from the fair value accounting model will be solved by switching to the historical cost 

accounting model. 

 

With the increased requirements for fair value accounting the practice of valuing assets and 

liabilities at historical cost has seen a decrease in activity. Because market prices are used in 
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fair value measurement methods researchers have claimed that fair value accounting is 

procyclical, meaning that they contribute to the volatility in booming markets and in slow 

markets (Laux & Leuz., 2009, p. 829). These claims are based upon assets being valued to 

market prices and therefore the write downs reduce the capital available to banks forcing them 

to quickly sell their available assets at lower than market prices, competitors are in turn forced 

to adopt the banks competitive pricing approach (Laux & Leuz., 2010, p. 93; Laux & Leuz., 

2009, p. 829). This can act as a catalyst in a downward market, leading to a financial crisis. On 

the other hand similar arguments are used to argue that fair value accounting can act as a catalyst 

during upward spirals in the market. This is because during a booming market asset write ups 

provide banks with an increased leverage (Laux & Leuz., 2009, p. 829). They further state that 

the issues surrounding fair value in a downward market are most common when fair value is in 

its purest form, and are more uncommon when fair value is regulated by IFRS because the 

standards allow for certain deviations from market prices during a financial crisis (Laux & 

Leuz., 2009, p. 827). This in turn provides evidence that the problem does not arise from the 

standards. The added volatility in the market that arises from fair value accounting could affect 

the investors’ decision making process due to the influence of how they perceive short term 

market reactions (Laux & Leuz., 2009, p. 827). 

 

Based on these issues researchers Laux and Leuz (2010) have investigated how the role of fair 

value accounting within U.S banks relates to the 2008 financial crisis. They explain their 

findings based upon empirical evidence as follows; “… it is unlikely that fair-value accounting 

contributed to the severity of the financial crisis in a major way…” (Laux & Leuz, 2010, p. 94), 

they also state that they do not believe that using historical-cost accounting would have had any 

severe influence on the outcome of the financial crisis (Laux & Leuz, 2010, p. 94). 

 

3.4.1 Conceptual discussion - Historical Cost Accounting versus Fair Value Accounting 

While comparing historical cost accounting with fair value accounting models it is important 

to take into consideration that accounting entails the creation of an income statement and not 

only a balance sheet. Recent discussions since the rise of internet and technology companies in 

the 1990s have surrounded intangible assets. Penman brings up the argument that intangible 

assets cannot be fully measured as assets in the balance sheet, but have to be included in the 

income statement (2009, pp. 358-359). He further states that analysts prefer to leave the 

estimates of intangible assets to them and the measurable assets to accountants (Penman, 2009, 

p. 359). Whilst historical cost accounting depreciate the value on intangible assets, fair value 

accounting conducts impairment tests to measure if any value changes have occurred. Penman 

emphasizes that one should not ignore the income statement (2009, p. 370). As an investor 

valuing a possible investment opportunity it is important to not only value the company 

according to the balance sheet but to also consider the income statement and any additional 

value changes that can arise from the added information gained (Penman, 2009, pp. 358-359) 

  

The main arguments surrounding fair value and historical cost accounting are based upon fair 

value accounting being more relevant whilst the historical cost model is seen as being more 

reliable and having a conservative approach, but how do the separate accounting models 

influence the accounting quality? A number of studies have been conducted trying to assess the 

differences in accounting quality between the fair value and historical cost accounting models. 

For example Barth, Landsman and Lang (2008) conducted a study in 21 countries to see if the 

accounting quality improved with the adaptation of the IAS, they found that companies outside 

of the U.S. that adopted IAS showed an increase in accounting quality. The increase in 

accounting quality was attributed to a decrease in earnings management, more timely loss 

recognition, and the accounting amounts showed more value relevance (Barth, Landsman, and 
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Lang, 2008, p. 468). Superior accounting quality may provide more reliable information for 

investors to be able to make an informed investment decision that provides more reliability 

towards the investor. 

 

A study performed by Barth (1994) examines the relationship between banks’ investment 

securities and their gains and losses whilst being measured at fair value and how it influences 

share prices compared to historical cost accounting. The study is performed to establish which 

of the accounting models is the most relevant and reliable one for investors and it finds that 

investment securities valued at fair value display more explanatory power in comparison to 

historical cost (Barth, 1994, p. 23). Similarly Khurana and Kim (2003) test whether fair value 

is more informative than historical cost accounting concerning financial instruments. Overall 

the study was unable to find any noticeable differences in informativeness between the two 

accounting models, however in smaller bank holding companies they observed that the 

historical cost method was more informative when recounting loans and deposits (Khurana and 

Kim, 2003, p. 40). 

 

The discussion and change from historical cost accounting model to fair value account model 

arose in the late 1980s in the U.S. One of the main reason for the change in U.S. GAAP from 

historical cost accounting to fair value accounting was the valuation technique for valuation of 

financial instruments. Historical cost accounting valued these financial instruments using the 

interest rate that was in effect on the date of purchase whilst fair value accounting valued 

financial instruments using the active interest rate (Beatty, 1995, p. 25). When looking at the 

American FASB the current trend is moving away from cost based accounting methods, such 

as historical cost accounting and cost accounting, and more towards fair value accounting for 

financial instruments (Benston, 2008, pp.101-102). Similarly IASB are working towards 

increasing the convergence between U.S. GAAP and IFRS, the recently implemented IFRS 13 

is an example of this (IFRS Foundation, 2014). 

 

When the change to fair value accounting occurred in 1993 in the U.S. there was opposition 

against it since in the early stages fair value accounting was focused on a small scope. The 

opposition also argued against fair value accounting since it would reduce the possibility of 

manipulation (Beatty, 1995, p. 25). 

 

One of the arguments against historical cost accounting has been that it was easier to manipulate 

the numbers that companies report (Beatty, 1995, p. 25), on the other hand there is also room 

for manipulation of numbers that companies report using fair value accounting model (Benston, 

2008, p. 104). Beatty explains in her 1995 article that the SEC had arguments against historical 

cost accounting and one of those were that the information that is being provided by historical 

cost accounting is not relevant for the valuation of investment portfolios (1995, p. 25) and since 

the portfolio uses outdated interest rates the information that they provide is irrelevant for 

investors. Since this article was written in the early stages of fair value accounting modifications 

have occurred both in the U.S. and in IAS/IFRS. 

 

3.4.2 Practical discussion - Historical Cost Accounting versus Fair Value Accounting 

Penman’s (2007) article was written surrounding historical cost accounting versus fair value 

accounting, and the fair value accounting levels that exist in SFAS 157 which is a U.S. FASB 

accounting standard, and is applicable for U.S. companies however the different levels in SFAS 

157 are similar to the ones in IFRS 13 therefore we feel that they are relevant for us here. 
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Penman describes the concepts behind fair value accounting versus historical cost accounting 

and sums it up to some key areas. The first area is what part of the financial statement is the 

primary source for information, in fair value accounting it is the balance sheet whilst in 

historical cost accounting it is the income statement (2007, p. 36). Under fair value accounting 

the income statement is the change in value during an accounting period. He further states that 

earnings cannot predict future earnings, but that the balance sheet is now used for predictions. 

There is value in reports of volatility in earnings for users of fair value accounting financial 

statements. For historical cost accounting current in flow of value can be used to predict future 

value (Penman, 2007, p. 36). Furthermore under historical cost accounting earnings do not 

convey information regarding shocks to value, they do however convey information regarding 

shocks to trading in input and output markets (Penman, 2007, p. 36). 

 

Penman discusses the pros and cons regarding the different levels of fair value accounting. He 

states that the pro-of Level 1 fair value accounting is that it uses market prices which adds value 

to the shareholders (2007, p. 38). However the cons about fair value accounting using Level 1 

input with market prices is to buy at current market prices and sell at current market prices 

(Penman, 2007, p. 39). The second con is that fair market prices are the con itself, by that he 

means that market prices replaces the information from historical cost and that prices depend 

on that information (Penman, 2007, p. 40), which from an investors perspective is a question 

of relevance versus reliability. The third con is prices might be affected by booming markets 

with volatile pricing (Penman, 2007, p. 40) which Laux and Leuz (2009) state has been 

corrected by standard setters by allowing for deviations to occur during a volatile period in the 

market price. He further goes on to discuss the Level 2 and Level 3 fair value measurements. 

His argument against these measurements is that they use hypothetical market prices, especially 

when it comes to Level 3 fair value accounting since it uses unobservable inputs which are 

estimates (Penman 2007, p. 41), Benston (2008) agrees with Penman regarding the use of 

estimates in fair value accounting as being something negative in illiquid markets. In Level 3 

inputs the only information available to the investor are the numbers e.g. the discount rate, but 

they are not provided with the reasoning behind the choices that the company has made. 

However Penman goes on to defend the use of unobservable inputs by saying that other than 

cash accounting all other accounting is mere estimates (2007, p. 41). The first con is using fair 

value measurement when there is an inactive or illiquid market and if Level 2 or Level 3 

measurements can provide close enough estimates (Penman, 2007, p. 41). Errors in the 

calculations of fair value accounting can lead to errors in both the balance sheet and income 

statement which is an issue that investors should be aware of.  

 

Penman has an argument surrounding the estimates in fair value accounting and historical cost 

accounting where fair value accountants state that historical cost accounting is also based on 

estimates but Penman defends historical cost accounting by stating that historical cost 

accounting estimates are based on historical transactions that have been audited (2007, p. 41). 

 

When it comes to fair value accounting there is an issue surrounding when fair value is used in 

accordance with SFAS 157 where FASB have stated that fair value should be used for exit price 

however many use fair value for value-in-use or entrance values (Benston, 2008, p. 103), fair 

value should be measured as the current market price of the asset or liability. There might be a 

problem where an asset has no exit value since there are no potential buyers which means that 

in accordance with Level 1 the value should be zero (Benston, 2008, p. 103) since there are no 

buyers available one has to rely on estimates. Another problem is when an asset is used 

specifically for your business and therefore there is no active market for it since the asset will 

have no value for any other party (Benston, 2008, p. 104). 
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3.5 The Advantages and Concerns of Adopting IFRS  

3.5.1 The Advantages of Adopting IFRS for Investors 

When a company first makes the adaptation to IFRS there are a lot to think about, IFRS states 

that financial statements have to be redone for the previously two years and it should seem like 

the company always have used IFRS. However making the change from local GAAP to IFRS 

is not only a change for the companies themselves but also for investors who would chose to 

invest in the companies who have made the change to IFRS. Since there are different types of 

investors, both small and professional, one has to look at the advantages that IFRS offers the 

different groups. For small investors the adaptation of IFRS increases the quality of the financial 

statements which allows small investors to reduce their risk whilst trading (Ball, 2006, p. 11). 

IFRS also helps the investors with understanding the financial information in the financial 

statements since companies now report in accordance with the same regulation instead of their 

individual local GAAPs which reduces cost for the investors since they do not have to find and 

understand financial statements under different rules (Ball, 2006, p. 11). Since information can 

be more efficiently be transferred to the stock market since the same standards are used the 

market will be more efficient which will gain most investors (Ball, 2006, p. 11).   

 

There are also indirect advantages that will help investors, with higher quality in relation to the 

information available from the financial statements should reduce the risk for investors which 

in theory means that the cost of equity capital should be reduced for firms with the reduced cost 

of equity capital the share prices should increase(Ball, 2006, p. 11). Since IFRS also increases 

the transparency of companies, it leads to managers making better decisions for the shareholders 

(Ball, 2006, p. 11). 

 

3.5.2 The Concerns of Adopting IFRS for Investors 

There are some concerns in regards to the adaptation of IFRS, Ball focus on three key issues 

that might occur for IFRS which would be negative for both firms and investors, the three key 

issues are; brand issues, competition and innovation between different accounting standards, 

and long-term politics (2006, p. 22). 

 

The first issue lies with the brand name of IFRS, IFRS is currently seen in high regards across 

the world and the issue that they face is that they do not have any protection against misuse of 

the IFRS name for countries who choice to report financial statements as IFRS but with lower 

quality since IFRS is currently perceived as high quality reporting (Ball, 2006, p. 22). This is 

an issue for investors who might end up trusting a faulty report since it is branded with IFRS 

but not executed properly (Ball, 2006, p. 22).  

 

When it comes to competition between the different accounting standards it is argued that 

competition leads to innovation and that competition is good for economic systems (Ball, 2006, 

p. 24). However the problem lies with the fact that the competition might be eliminated with 

the implementation of one common reporting standard and the reduction of local GAAP (Ball, 

2006, p. 24). With one common reporting standard the innovation might end up suffering as a 

consequence which could imply that the reporting standards might not continue to evolve to 

better help investors in understanding the financial information in financial statements as we 

mentioned in conceptual framework chapter as one of the goals of IFRS (Ball, 2006, p. 24). 

Another outcome from the reduction in competition could be that innovation becomes invisible. 

 

Lastly Ball is concerned with the politics surrounding IASB who are in charge of IFRS to 

become too bureaucratic, or as he states it become UN-style body (2006, p. 24). The argument 
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surrounding this issue is that since so many nations have chosen to adopt IFRS but that currently 

there are limited amounts of seats in IASB that the nations would want to have their own voice 

represented in IASB which would mean a focus towards politics instead of creating new 

standards and the evolution of current standards (Ball, 2006, p. 24). The possibility of less focus 

on the accounting aspect of IFRS and more on politics will hurt the groups that IASB set out to 

help, one of those being investors. 

 

3.6 Information Asymmetry 
Information asymmetry, which implies that one side of a transaction is more informed than their 

counterpart, can influence the decision making process of investors, it can also lead to one part 

of the transaction not being able to make an informed decision. This can happen by an investors 

preconceived investment decisions being altered by the knowledge that he has gained 

information that is unavailable to any competing investors. An example of this is when the more 

informed part of a transaction choses to exploit their advantage before the transaction has 

occurred, and it is referred to as adverse selection. An information advantage can also be taken 

advantage of through what is called a moral hazard and entails that you exploit your information 

after the transaction has occurred. Another way information asymmetry can arise is when more 

experienced and informed investors have access to undisclosed information and are more 

capable of processing complicated information than investors kept in the dark.   

 

If the quality of the disclosed information is substandard it could lead to asymmetrical 

information since more experienced investors may have the tools available and knowledge 

necessary to decipher the information and value the asset appropriately , whilst non-experienced 

individual investors may not have the same opportunity. The role of uncertain information 

quality in financial markets has been studied by Epstein and Schneider (2008, p. 225), they 

found that investors demand for compensation increased with low information quality. 

Furthermore low information quality can leave a lasting negative effect on the company’s stock 

price (Epstein and Schneider, 2008 p. 225). 

 

Another issue that can be relevant for investors is how information asymmetry before quarterly 

earnings reports become available affects the trading volume after the announcements of the 

quarterly earnings report. A study conducted by Kim, Krinsky, and Lee provides evidence for 

a positive correlation between pre-disclosed information asymmetry and the trading volume 

after the quarterly earnings report has been announced (1998, p. 281). A similar study 

conducted by Atiase and Bamber explored the relationship between annual earnings 

announcements and investor behavior, and they find evidence that the level of predisclosure 

information asymmetry effects the trading volume after the annual earnings reports become 

available (1994, p. 323). 

 

A common term that arises whilst discussing information asymmetry between investors and 

sellers of investment opportunities within the financial market is the Lemons problem. The 

Lemon problem was first discussed by Akerlof (1970), in his paper he explains how sellers with 

superior knowledge to the buyer have an advantage in trading transactions because an 

uninformed buyer (investor) that cannot properly value his investment may be willing to pay 

anything between a rock-bottom price and a premium price. 

 

Furthermore this relates to adverse selection from asymmetric information between investors 

and sellers when handling commercial mortgage-backed securities since the lemon’s problem 

is a factor in these financial markets. Researchers An, Deng and Gabriel (2011) explored how 

asymmetric information influenced transactions between investors and loan originators in 
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relation to commercial mortgage-backed securities. The results showed that a lemons problem 

was observed when the informed portfolio lenders used private information to push lower 

quality loans upon investors (An, Deng and Gabriel., 2011, p. 319). 

 

Researchers Ferrari, Momente and Reggiani (2012) examined whether investors perceived 

lower information asymmetry while working with firms using International Accounting 

Standards in Germany. Their findings observed a lower level of information asymmetry under 

an IAS regime, and that the benefits correlated with firm size. This in turn entails that investors 

stand to gain from higher quality accounting with regards to information asymmetry (Ferrari, 

Momente, & Reggiani, (2012), p. 549). 

 

With the increased disclosure requirements that arise from IFRS 13 which became mandatory 

on the first of January 2013, we get the impression that the IASB are aiming to reduce 

information asymmetry between professional/institutional investors and the casual individual 

investors so as to highlight any risks associated with the investment decision. The increased 

disclosure requirements are designed to provide more information regarding fair value 

measurements and how different Level inputs have been valued. While Level 1 inputs may not 

need any significant clarifications since they are valued to market without any assumptions, 

both Level 2 and Level 3 inputs may require in depth clarifications on the complete valuation 

process since they both include valuation assumptions. However we do expect the casual 

individual investor/non-informed investor to be interested and take the opportunity to seek out 

any information that is available to them. 

 

The theories in this chapter are linked with the themes that we are going to explore in our 

empirical part, and they will also serve as the base for our interview guide as shown in the figure 

below. 

 
Figure 3. Themes of interview linked with theory 
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Chapter 4: Empirical Data 

In this chapter we will present our choice of interview method, justify our 

choice of the semi-structured interview method and present the method of 

collecting our primary data. Furthermore we will discuss the limitations of 

our qualitative study, present the profiles of our interviewees, clarify the 

interview proceedings, and present our empirical findings. 

 

4.1 Investor Perspective 
For the progress of our research, one could think of interviewing investors for their perspective 

on the influence that the changes in IFRS 13 may have on their decision making process while 

choosing investments. However IFRS 13 has not been out long enough for the possible effects 

to have a significant enough influence on the financial data and therefore the investors may not 

notice the changes. Furthermore it was obvious that the majority of investors have not sufficient 

knowledge within accounting standards to perceive the differences that IFRS 13 implies and 

what it may mean to them. It is also possible that the changes in IFRS 13 may not influence all 

investors, thereby limiting the sample pool of investors available for interviews. Our main 

issues with interviewing investors is that IFRS 13 has only recently become mandatory as of 

the first of January 2013, meaning that there is only one annual financial report available per 

company at this date and we do not believe that that qualifies as enough data for anyone to 

provide a reliable answer. 

 

We then considered contacting and interviewing financial analysts however the same issue 

arises here. Due to IFRS 13 only being mandatory since the first of January 2013 our opinion 

is that there is not enough data for the financial analysts to create an accurate reading of the 

effects of the disclosure requirements within IFRS 13 due to there only being one annual 

financial report available since IFRS 13 became mandatory. So the main reason why we have 

chosen not to interview financial analysts is due that we do not perceive there to be enough data 

available for them to base their conclusions upon, which was also one of the reasons why we 

chose not to do a quantitative study on this specific topic. 

 

Our arguments above are the main reasons as to why we have chosen to interview academics 

and auditors instead and below we will explain why they are good proxies to interview. 

 

Academics who work within the field of accounting have theoretical knowledge about what the 

changes that come with IFRS 13 may imply to the end user of the financial report and how it 

may influence the financial report itself. Furthermore academics tend to have done previous in-

depth research themselves to widen their theoretical knowledge. The academics are also 

continuously studying the accounting field and tend to be up to date with current events and 

may have prior experience with how previous changes to the accounting standards have 

influenced the end users of financial statements. 

 

Where academics bring the theoretical knowledge to our study the accountants are able to 

provide the study with a working knowledge within the accounting field. We argue that auditors 

with knowledge within IFRS 13 are a good proxy to interview since accounting is the leading 

profession, highly specialized when it comes to financial reporting and disclosure requirements. 

Therefore we perceive auditors to be currently better equipped than financial analysts or 

investors to be able to identify the changes that may occur with the implementation of IFRS 13 

as accurately as possible. Auditors have a longstanding relationship with accounting standards 
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and may have been present during previous changes to the accounting standards. Accountants 

were also asked to review and provide IASB with feedback on their exposure drafts of IFRS 13 

indicating that IASB value their opinion and expertise. 

 

For the above mentioned reasons we believe that accountants and academics have better 

knowledge of the accounting standards and are therefore better equipped to identify what the 

changes within IFRS 13 may mean for the end users of financial statements and in our case 

investors. 

 

4.2 Different Interview Methods for qualitative research 
When conducting a qualitative research it is important to take into consideration the different 

interview methods available to us as researchers. We have previously established that there are 

three main options available to us, which are structured interviews, semi-structured interviews, 

and unstructured interviews also known as in-depth interviews (Saunders et al., 2009, p. 320). 

We will start our discussion regarding the different structured interview options available to us 

as qualitative researchers.  

 

Regarding structured interviews they are designed so that the researchers ask all interviewees 

the same line of questioning with no deviation. The questions that will be asked during the 

interview process will need to be constructed before the interview begins and should be 

followed by the interviewer. Since qualitative researchers have to follow a list of questions this 

would mean that we as qualitative researchers would have to follow a prepared questioner. This 

in turn would not give us the opportunity to delve further with follow up questions therefore we 

have chosen to disregard this choice of interview method.  

 

The second option that we have considered is unstructured interviews also known as in-depth 

interviews where the interview has no clear interview guide, prepared for the interviewee, 

however the interviewer has a main goal with the interview that guides him or her (Saunders et 

al., 2009, p. 321). Instead of utilizing pre-prepared questions the interviewer focuses upon 

getting the interviewee to open up and express their opinions in their own way. We feel that 

unstructured interviews are not suitable for our research because we fear that such an interview 

method would stray too far off topic and not provide us with the knowledge needed to answer 

our research question. Furthermore the answers could prove difficult to analyze depending on 

how used our interviewees are to unstructured interviews since we would be unable to provide 

them with an interview guide for preparation before the interview. 

 

The final option we had available to us as qualitative researchers was semi structured 

interviews. When a qualitative interviewer utilizes the semi structured approach he or she has 

a pre-set number of questions that they have prepared, however the difference between semi 

structured and structured interviews is that the researcher can deviate from the line of 

questioning in order to gain a deeper understanding of an issue or if the researcher comes up 

with a follow up question regarding the answer that he or she received from the interviewee.  

 

Based on the above information we deem that both a structured and unstructured interview 

method would not yield the best results for our research. This is due to us not believing that 

structured or unstructured interview methods can provide us with the opportunity to answer our 

research question and to fulfil our research goals as accurately as a semi-structured approach 

would provide. This is mainly because we believe that a semi-structured approach allows us to 

prepare better for the interview process and it also allows us to provide the interviewee with an 

interview guide in beforehand thereby preparing the interviewee for the process. Furthermore 
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a semi-structured interview method allows us to ask on the spot questions which may provide 

us with additional knowledge or to clarify answers already given by the interviewee. It will also 

allow us to select themes to prepare questions around them and also allows to have follow up 

questions regarding the different themes. 

 

4.3 Interview Method 
Based on our research question and our choice to conduct an abductive qualitative study we 

decided that the interview method that could give us the best results was either a structured 

interview or a semi-structured interview. We chose to conduct semi-structured interviews and 

by doing so it allows us to further probe for information, if we decide that additional questioning 

may reveal clearer answers and additional data. Our semi-structured interview starts with a 

number of pre-prepared questions that are categorized into three themes; Implementation of 

IFRS 13, Level Inputs, and Improvements. Depending on the answers provided to us by the 

interviewees we may decide to probe further for additional information. The reason why we 

have chosen to categorize our main interview questions is so that we avoid jumping between 

topics, so as to allow our interviewees to focus on one topic at a time. 

 

While conducting our interviews we will ask the participants if we may record and take notes 

of the interview. We expect the length of an interview to be approximately 30 to 40 minutes if 

all the questions are answered, and we fear that answers that are provided during the interviews 

may be confused with each other if we do not record them, and we expect to gather reliable and 

usable data by recording and taking notes during the interview. 

 

We will ask the interviewee for permission to use their name in our thesis, however they may 

choose to remain anonymous if they so wish. The transcribed material will be provided to our 

interviewees to await their approval before being added to our thesis, however if we do not 

receive a response before our deadline the data gathered will be added and the interviewee shall 

remain anonymous.  

 

The interview begins with a general question and goes on to more specific questions that are 

categorized into three main themes which are built upon our theoretical framework, as we 

demonstrate in the figure below. 
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Figure 4. Interview questions linked to theory 

4.4 Limitations of Qualitative studies 
Whilst conducting semi-structured and in depth interviews there are a number of issues that one 

needs to be aware of. Saunders et al. summarizes them as reliability, forms of bias, and validity 

and generalizability (2009, p. 326). The reasons for doubting the reliability of such interviews 

is their lack of standardization and it therefore brings up the question of whether the same results 

would be found if the interviews were conducted by other researchers (Saunders et al., 2009, p. 

326). Furthermore one should consider the possibility that interviewee bias may exist which 

could be caused by the researchers during the interview depending on how they perceive the 

IASB Conceptual Framework

• How does the implementation of IFRS 13 relate to IASBs conceptual framework?

• What is the most important change for an investor?

IFRS 13

• Do you believe that the implementation of IFRS 13 has been able to clarify the valuation 
process of fair value measurements to investors?

Fair Value versus Historical Cost accouting

• What are your thoughts on Fair Value versus Historical Cost Accounting?

• Influence on financial crisis, in relation to market prices?

• Which one do you think is preferable to an investor?

IFRS 13 Hierarchy 

• How do you perceive the valuation estimates used in Level 2 and Level 3 valuation 
inputs?

• What is your opinion on the accuracy of the valuation techniques used in level 3 inputs? 

• Do you believe that they are accurate enough for investors to base their decisions upon? 

• How do the other observable inputs influence fair value measurements for investors? 

• How do the unobservable inputs influence fair value measurements for investors?

IFRS 13 Disclosure

• Do you believe that the current disclosure requirements are enough to show the investors 
a fair view of the valuation process?

• How do you believe that the increased disclosure requirements will be useful to 
investors?

• How do you expect share prices to react to the increased disclosure requirements?

IFRS 13 Disclosure and Information Asymmetry 

• How do you believe that the increased disclosure requirements will affect the information 
asymmetry between informed and non-informed investors?

IAS 40 versus IFRS 13

• What are your opinions on the influence that IFRS 13 has had on the valuation processes 
used when valuing investment properties?

• Do you believe that it will influence the investor decision making process?
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interview and how they act towards the interviewee. Interviewee bias can also be caused during 

semi-structured interviews whilst probing for additional information that the interviewee is not 

prepared or allowed to share with the researchers (Saunders et al., 2009, pp. 326-327). The 

limitations surrounding generalizability with semi-structured and in-depth interviews are based 

upon them usually not being able to collect a large enough sample size so as to make a statistical 

generalization of the entire population (Saunders et al., 2009, p. 327). A general issue with 

semi-structured and in-depth interviews is when time constraints are set upon the researchers 

mainly due to the data gathering process which highly relies upon the participation of specific 

individuals who are qualified to answer the questions and have enough spare time to do so. 

 

In our qualitative interview we allowed for three types of interview methods for our semi-

structured interviews, face-to-face, Skype, and telephone interviews. The limitation of 

telephone interviews was that we could not observe any changes in body or facial expressions 

whilst we asked our question to see how they reacted but instead had to focus on vocal changes 

that occurred whilst asking the questions. Another issue to take into consideration are the 

technological issues that can arise whilst doing both Skype and telephone interviews such as 

dropped calls causing the interview to be paused and resumed and thereby perhaps delayed. 

Further technological issues include audio disturbances causing the researchers to repeat 

questions or interviewees to repeat their answers, this could influence the flow of the interview 

and might even affect the answers given by the interviewee. The language barrier is an 

important issue to take into consideration whilst doing interviews with interviewees who have 

a different language background, however we have not seen this as an issue due to the fact that 

we are both fluent in both English and Swedish and all of our interviewees have been fluent in 

either English or Swedish. 

 

Even if there are limitations of conducting a qualitative study we feel that there is not enough 

information available to us as researchers to be able to conduct a quantitative study regarding 

our chosen research subject due to limitations in data available.  

 

4.5 Profile of Interviewees 
The sample criteria that we have limited ourselves is that the academics need a theoretical 

background in the field of accounting and that they are familiar with IFRS 13. For our audit 

professionals we have limited ourselves to individuals who have practical knowledge regarding 

IFRS 13, the audit professionals that fit our sample criteria are mostly located in the large 

accounting firms in Stockholm and there is a limited amount of auditors with sufficient 

expertise surrounding IFRS 13. The same can be said about the knowledgeable academics in 

Swedish universities, there are few of them with sufficient knowledge in regards to IFRS 13.  

Therefore our sample pool of individuals with adequate knowledge has been limited, we had 

scheduled eleven interviews, but we ended up with eight completed interviews due to 

cancellations and lack of knowledge on the interviewees’ part. 

 

Stellan Nilsson is a former professor of accounting and auditing at Umeå School of Business 

and Economics at Umeå University and is currently retired however he is still active as a guest 

lecturer. Stellan Nilsson is also a co-author of “Internationell redovisning: teori och praxis” 

which is an academic literature that focuses on IFRS both from a theoretical and a practical 

perspective. The interview was conducted in Swedish. 

 

“Johan” which is a pseudonym which we have chosen for one of our interviewees whom chose 

to remain anonymous. “Johan” works at one of the Big 4 auditing firms and is an auditing 

specialist who focuses upon annual reports and controls that the companies meet the 
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requirements of the standards within IFRS. “Johan” is currently working with companies to 

help them adapt to the changes implemented by IFRS 13. The interview was conducted in 

Swedish. 

 

“Karl” which is a pseudonym we have chosen for one of our interviewees whom chose to 

remain anonymous. is a senior audit associate and has been working at an auditing company 

for 6 years, his exposure to IFRS 13 has mostly come through the real estate industry, he also 

has exposure to private equity funds. The interview was conducted in Swedish. 

 

Ahemad is an audit associate at PriceWaterhouseCoopers (PWC) where he has worked for the 

past five years, he also has experience with IFRS 13. The interview was conducted in English. 

 

“Lars” which is a pseudonym which we have chosen for one of our interviewees whom chose 

to remain anonymous is a Ph.D. student at a university, his previous experience is 3 year as an 

auditor. The interview was conducted in English. 

 

“Sara” Which is a pseudonym that we have chosen for an academic within the field of 

accounting is a professor at a university and has several years of experience in the academic 

field as well as previous experience in the professional field. The interview was conducted in 

English. 

 

Stefan is a professor in accounting and mainly is a lecturer on the topics of IAS/IFRS, he was 

also a member of the supervisory board of public accountants between 2008 and 2013. 

Furthermore Stefan conducts research within the field of accounting where he is currently 

researching fair value accounting in accordance with IFRS in investment property companies 

and banks. The interview was conducted in Swedish. 

 

“Lewis” is an auditor at a big four auditing firm and has six years of experience of working 

with IFRS and is currently working with IFRS 13. The interview was conducted in Swedish. 

 

Interviewee  Interview method Duration 

Stellan Face-to-face 35:27 

“Johan” Telephone 27:42 

“Karl” Skype  27:13 

Ahemad Skype 26:46 

“Lars” Skype 28:07 

“Sara” Skype 33:18 

Stefan Face-to-face 32:26 

“Lewis” Skype 28:26 
Table 2. List of Interviewees 

For the readers’ convenience and to increase the readability of our empirical findings we will 

separate the responses from the academics and the audit professionals that we have interviewed 

into two separate sections of the thesis. In this section we have presented the readers with a 

background of the interviewees so as to add credibility to the thesis by strengthening our 

empirical finding. In section 4.7 and 4.8 we will present almost all the empirical findings that 

we have collected, we have chosen to exclude small-talk from the empirical findings.  
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4.6 Interview Proceeding 
In our study we allowed for three different non-standardized, qualitative, interview methods we 

chose to be accessible through face-to-face interviews, internet-mediated interviews, such as 

Skype, and telephone interviews (Saunders et al., 2009, p. 321). Due to us being located in 

Umeå we were only able to offer face-to-face interviews to those located in Umeå or the 

surrounding area. Therefore we allowed the interviewees to choose the method that they felt 

most comfortable with in regards to either Skype or telephone interviews. All of the available 

interview options we have chosen are considered to be synchronous or real-time (Saunders et 

al., 2009, p. 349; Bryman & Bell, 2011, p. 659). We have gone through a lot of trouble trying 

to find a sufficient number of knowledgeable individuals to interview, the reason behind it being 

difficult to find a sufficient number of interviewees was since IFRS 13 became mandatory the 

first of January 2013 there is a limited number of individuals with sufficient expertise on the 

topic. In the end we managed to confirm eleven interviews. However one of our auditor 

interviewees aborted an interview that we had already begun conducting since she felt that she 

did not have enough knowledge concerning IFRS 13 to answer the questions truthfully, this 

happened even though we took the precaution of sending her the interview guide in advance. 

Another of our confirmed interviews with an audit professional was cancelled due to a pressing 

schedule on his part on the same day of the interview with no possibility of rescheduling in time 

for our deadline. We also had a professor from a Swedish university who wanted to do the 

interview but was in the end unable to participate in the interview due to time constraints, 

however this professor stated that he is currently working with a group of financial analysts to 

provide feedback to the IASB concerning IFRS and that he found both our research topic and 

our interview questions highly relevant. This has provided us with feedback regarding the 

interview questions that we have from two academics, one of which was our supervisor before 

we conducted the interviews. So we ended up with eight interviewees. We were only able to 

get two face-to-face interview which was with two academics at Umeå School of Business and 

Economics at Umeå University, the remaining interviews had to be conducted via Skype or 

telephone. The details of the interview proceedings can be found in Table 2 below. Although 

our sample ended up consisting of eight individuals we feel that it is a good sample size due to 

there not being a vast amount of knowledgeable individuals with enough expertise to provide 

adequate answers to our interview questions. Both researchers were present during all of the 

interviews so as to give us a better understanding of the answers provided and allowing us to 

probe with follow up questions where needed. The face-to-face interview was recorded using a 

tablet as a recording device, the telephone interviews were recorded by activating speaker phone 

on the telephone and recording them through a tablet device whilst the Skype interviews were 

recorded by using pre-installed computer sound recording software on Windows 8. All of the 

recordings were transcribed together by both researchers present during the interviews, this was 

done to allow us to fully understand the underlying meaning of what was said during interviews. 

The interviews were conducted using the same interview guide for both academics and audit 

professionals, however two of our interviewees needed the guide in English.  

 

The answers provided in chapters 4.7 and 4.8 represent all of the answers we have received 

during our interviews, although some individuals were not able to answer all the questions. We 

have decided to reproduce the transcripts of our interviews here in chapter 4 in order to present 

to the reader the complete materials that we were able to gather. Furthermore we have decided 

to discuss everything related to the analysis of these answers separately in chapter 5. By doing 

it this way we feel that the readability of our research will increase also it will help us with the 

credibility of our research since it will allow the reader to better understand what we base our 

analysis upon which in turn allows the reader to understand the basis for our conclusion. 

Another reason behind having transcripts in this chapter is that it will increase the dependability 
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of our research since it allows readers to thoroughly review what the interviewees have stated 

during our interviews. Lastly all these combined will increase the authenticity of our research 

since it will fairly allow the different opinions to be presented to the reader of this paper as well 

as it allows the reader to view different perspectives regarding the interview questions that we 

had.    

 

4.7 Academics’ Response 
Do you consider the implementation of IFRS 13 a major change/improvement for 

investors? 

Stellan reckons that IFRS 13 does not incorporate a major change for investors because fair 

value has existed previously but it has not been unified before. Furthermore after the 

implementation of IFRS 13 there is a unified definition for fair value. Stellan concludes that the 

overall change for investors should be relatively small. 

 

“Lars” believes that the changes with the implementation of IFRS 13 have brought some 

improvements for investors, but he would not consider them as major. 

 

“Sara’s” is of the opinion that IFRS 13 has been an improvement for the investors. She also 

believes that IFRS 13 is more aligned with the interest of investors and is not convinced that it 

corresponds with the needs of the companies. She further states that the implementation of IFRS 

13 will be a major change for financial companies however the change for industrial companies 

will mainly be in the notes. “Sara” does not perceive that IFRS 13 really brings any new 

definitions to fair value, however it does help to clarify a number of rather imprecise points, for 

example the exact date of the hypothetical transaction and the concept of exit price. She also 

states that IFRS 13 does not modify the field of application of Fair Value. 

 

Stefan believes that the implementation has had a larger influence on companies that utilize 

IFRS 13, but it has also been an improvement for investors. The improvement for investors is 

that there is more information available to them in the notes of financial reports. 

 

4.7.1 Theme 1: implementation of IFRS 13 

1. How does the implementation of IFRS 13 relate to IASBs conceptual framework? 

One of the criteria within IASBs conceptual framework is relevance and Stellan states that the 

regulations in IFRS 13 relate to this criteria. Furthermore the concept behind IFRS is to apply 

a fair value measurement on assets whenever possible so as to maintain relevance. Stellan 

concludes by stating that information should be relevant. 

 

“Lars” states that the implementation of IFRS 13 relates to IASBs conceptual framework in two 

ways, firstly the implementation of IFRS 13 should increase faithful representation, and 

secondly IFRS 13 should also provide the user of financial reports with more relevance. 

 

According to “Sara” IASB has a rather practical approach in which investors are principal and 

managers are agents. Since principals bear financial risk, it is legitimate that the contents and 

the quality of financial information re adapted to investors’ needs, as investing associations and 

trusts have expressed them when consulted by IASB. She further states that IFRS 13 clearly 

tries to compromise these investors’ needs with managerial constraints, in particular regarding 

production costs of information or confidentiality.  “Sara” concludes by stating that IASB is 

targeting at a balance, and once the balance is found, IASB considers that who can do more can 

do less, that is all parties have to be satisfied with the quality of disclosed information. 
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Stefan relates to the topic in IASBs conceptual framework stating that IFRS should be useful 

for current and future investors. Furthermore if the fair values calculated in accordance with 

IFRS 13 are reliable then they should also be relevant to the end user of financial statements, 

hence relating to IASBs conceptual framework. 

 

a. What is the most important change for an investor? 

Stellan states that it is important for investors to know how companies have calculated their fair 

value and that the change is relevant because it unifies the definitions of fair value and that the 

valuation methods become more precise. Furthermore it should be easier for investors but 

especially financial analysts to figure out how a company has calculated their fair value when 

it is gathered in one standard. 

 

“Lars” states that the most important change for an investor in relation to the conceptual 

framework is by increasing the classification of assets and liabilities it provides the investor 

with more information. He further states that by using fair value to valuate an asset or liability 

the companies are trying to provide investors with more relevant information by using an active 

market or estimates of an active market price.  

 

“Sara” believes that the most important change for an investor is that IFRS 13 could bring major 

change in the valuation of financial institutions since block discounts are no longer allowed. On 

the other hand in regards to industrial companies most of the existing valuation methods should 

already be aligned to IFRS 13 and the main difference for industrial companies should be in 

any supplementary information provided in the notes. 

 

Stefan states that with the implementation of IFRS 13 most of the standards that concern fair 

value have been gathered under IFRS 13. This means that it will become easier for companies 

to follow and understand the guidelines set by IASB, this in combination with the increased 

disclosure requirements should increase the understandability of the available information to 

investors. 

 

2. Do you believe that the implementation of IFRS 13 has been able to clarify the valuation 

process of fair value measurements to investors? 

Stellan states that the implementation of IFRS 13 should be able to clarify the valuation process 

since it unifies the definitions for fair value accounting. 

 

“Lars” believes that the increased disclosure requirements should be able to clarify the valuation 

process since more information is disclosed in comparison to previously.  

 

“Sara” states that corporations need to revise the accounting best practices. She also states that 

since corporations communicate on compared values at historical cost and fair value that it 

would therefore be interesting if corporations disclose the financial assets and liabilities for 

which the fair value significantly differs from historical accounting value.  

 

Stefan states that with the introduction of IFRS 7 companies were prompted to disclose 

information regarding what Level inputs had been used in fair value calculations to investors. 

However IFRS 7 did not provide enough information regarding how to disclose the valuation 

process and he hopes that IFRS 13 will be able to clarify this. 

 

3. What are your thoughts on Fair value versus historical cost accounting? 
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Stellan talks about the importance of relevance versus reliability and that there is a lack of 

reliability in the lower input levels. The reason for the lack of reliability is due to it being hard 

to monitor the value when companies can determine which parameters to use in the valuation 

models. Stellan’s own thoughts on this topic is that fair value increases the value of the 

information because they are trying to achieve a fair value and relevant disclosures. He further 

states that he prefers fair value due to the demand for relevance. 

 

“Lars” states that one should keep in mind that the discussion of fair value versus historical cost 

accounting is partially a question between relevance versus reliability, where the former is fair 

value accounting, and the users of financial reports themselves have to decide which one they 

prefer. He further believes that both fair value and historical cost accounting provides investors 

with useful information when it is applied correctly.  

 

“Sara” states that financial assets and liabilities are difficult items, in particular derivative 

contracts. However systematic inclusion of counterparty risk is an improvement but the 

methods for calculating it are not easily identifiable, “Sara” does not believe that the value of 

other financial assets will be impacted significantly. She concludes that fair value calculations 

still do not take credit risk into account.  

 

Over all Stefan believes that fair value is better, but that it depends on the assets that the 

company holds. Furthermore it is possible for fair value valuations to be close to the current 

market value compared to its counterpart historical cost accounting. In conclusion Stefan also 

brings up the issue that it is a question of what is most relevant, fair value accounting or 

historical cost accounting. 

 

a. Influence on financial crisis, in relation to market prices? 

Stellan stated that lower asset values can be observed while using historical cost accounting 

whilst fair value accounting has the possibility to dampen bubbles but still follow market prices. 

In fair value accounting the market may assess a high value on an asset leading companies to 

report higher values since it is market based, creating a circular argument. When using 

calculation to estimate the fair value there may be less speculations on what the real fair value 

is. 

 

“Lars” does not believe that fair value accounting had a major influence on the financial crisis 

in 2008 but that it was rather other factors that were involved. 

 

“Sara” believes that the financial crises originated in a liquidity crisis and is therefore not 

exactly related to the valuation method. Furthermore “Sara” believes that IFRS 13 originated 

in the financial crisis and that she believes that it is a paradox due to that IFRS 13 needs a stable 

economic context to be useful in relation to market prices. However in a liquidity crisis it is not 

easy to utilize IFRS 13 and as a consequence not useful since it is difficult to justify the 

appropriate calculation of the fair value. “Sara” does not fully comprehend why IASB has 

published a new standard about a more precise determination of fair value of an asset or liability 

without discussing the “when” of the situation. She concludes by saying that the contextual 

factors are important to take into account since the disclosures of fair value can otherwise be 

misinterpreted by the financial market. 

 

Stefan sees accounting as being a messenger of information and that one should look into other 

issues than what accounting model has been used. 
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b. Which one do you think is preferable to an investor? 

Stellan presumes that investors prefer fair value accounting as it stands today. We asked a 

follow-up question in regards to investor’s preferability to earlier stages of fair value accounting 

methods. Stellan still presumes that investors were prone towards fair value accounting but they 

had to calculate it by themselves. Overall he highlights that companies may have a conservative 

approach to fair value accounting so as to not over value assets, therefor the reported fair value 

of the asset may not always be the real fair value. 

 

“Lars” believes that if both fair value and historical cost accounting are applied correctly then 

it is a question of what the investor prefers and in what context it is applied, he believes that an 

investor would prefer fair value accounting since the information it provides is more relevant.  

 

“Sara” has no concrete answer to what is more preferable to an investor. However she believes 

that in order for fair value accounting according to IFRS 13 to be useful for the investor it must 

be well documented in the notes as well as understandable, there might also exist risks of 

misinterpretation of the value of an asset or liability in this case she perceives that historical 

cost is more consensual.  

 

Stefan speculates that it is a question regarding what generation the investor belongs to. If they 

have more knowledge and are accustomed to using historical cost accounting they may prefer 

this accounting model. Whilst if the investor is more knowledgeable and accustomed to the fair 

value accounting model they may prefer it over historical cost accounting. 

 

4.7.2 Theme 2: Level inputs 

4.  How do you perceive the valuation estimates used in Level 2 and Level 3 valuation 

inputs? 

Stellan perceives that the different levels are schematically and logically constructed and that 

they offer a good model of the different alternatives that can be used for carrying out fair value 

measurements.  

 

“Lars” believes that the valuation estimates used in Level 2 and in Level 3 are good enough but 

that an investor should be careful since the valuations are based on estimates and that bias may 

exist.  

 

“Sara” notes that it is interesting to know what Levels have been used and the identity of the 

assets and liabilities. However confusion could arise when the notes do not provide enough 

detail and only a general reference to principals and methods has been provided. 

 

Stefan states that Level 2 and Level 3 valuation estimates are worse than Level 1 valuations, 

however with Level 2 valuations are dependent on the models used and the abilities of those 

who calculate the estimates since the valuation inputs are readily available. If the models used 

are good and the accuracy is high then the valuation estimates of Level 2 should be reliable. 

However when it comes to Level 3 valuation estimates the end user of financial statements need 

to trust the inputs calculated by the companies and it is important for the end user to know that 

the input may not always be accurate. Stefan further states that it is important for companies to 

clarify the calculation process as accurately as possible in their disclosures. 

 

5. What is your opinion on the accuracy of the valuation techniques used in Level 3 inputs? 

According to Stellan the valuation techniques used in Level 3 inputs are not necessarily correct 

since bias may exist in companies employing Level 3 input valuations. Companies may choose 
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to adopt a conservative approach which would lead to a lower fair value on assets in comparison 

to what is considered to be the fair value on an active market. Stellan brings up that the reason 

for companies having a conservative approach to be that they are mindful of accusations of over 

valuing their assets. We asked a follow up question concerning what these accusations may 

imply, and found out that companies could get accused of having values on their balance sheets 

that do not exist and the example he provided was in regards to investment properties. 

 

“Lars” believes that there are two things that an investor should keep in mind regarding the 

valuation techniques used in Level 3, firstly the estimates could have errors in them resulting 

in miss valuation of fair value. The valuation could also be lower than the market value since 

companies may have a conservative approach. He further believes that bias may exist since it 

is the companies themselves who have prepared the estimates that are used in the valuation of 

their own asset.  

 

“Sara” states that there are many firms that have assets and liabilities that use Level 3 inputs 

these are not only derivatives but also other complex financial items. Furthermore not all 

corporations choose to disclose the details of their valuation techniques and whether or not a 

sensitivity analysis has been conducted. Without this information it can become difficult to 

correctly assess the accuracy of the valuation techniques used for Level 3 inputs. There are 

certain situations where “Sara” does not believe that any techniques used during Level 3 

valuation processes can be fully understandable such as when the notional depends on a firms 

specific variables. 

 

Stefan sees the Level 3 valuation estimates reached using Level 3 inputs as estimates of the 

actual market value since companies cannot state that the estimates are actual real market value 

they are values within an interval.  

 

a. Do you believe that they are accurate enough for investors to base their decisions upon? 

Stellan notes that the values themselves are not a correct representation of a fair value in an 

active market, however the philosophy behind them are somewhat correct. The reason for the 

valuation methods not being correct is due to them being surrogate methods for measuring fair 

value compared to active market fair value. Stellan states that the surrogates are accurate 

enough for investors to base decisions upon and that they are a better alternative than historical 

cost accounting. 

 

“Lars” believes that the Level 3 valuation techniques are accurate enough for investors to base 

their decisions upon, however he highlights that the investors should be mindful of errors and 

bias that may exist in the valuation. 

 

“Sara” believes that they may be accurate enough when used to analyze the information about 

the nature of the assets and liabilities that have been valued with Level 3 valuation techniques. 

However it could prove difficult for investors to assess the process of the valuation itself. 

 

Stefan states that as an investor you can utilize the information from the financial statement to 

calculate estimated values of Level 3 assets if you as an investor do not trust the information 

given to you. 

 

6. How do the other observable inputs influence fair value measurements for investors? 

Stellan did not provide an answer to this question. 
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“Lars” did not provide an answer to this question. 

 

“Sara” believes that they should be able to facilitate comparisons for investors. 

 

Over all Stefan believes that since the inputs are observable the question of influence lies within 

the accuracy of the calculation methods applied by the company. 

 

7. How do the unobservable inputs influence fair value measurements for investors? 

Stellan states that the information that they base the valuation upon is only available to the 

companies themselves, therefore it offers lower security for investors. 

 

“Lars” did not provide an answer to this question. 

 

“Sara” believes that when assets or liabilities are transferred between levels the impact for 

investors could be that there is not enough information provided. 

 

Stefan provides an example concerning a company dealing with investment properties that 

managed to achieve higher profits than revenues, he further states that the numbers are most 

likely reliable but that this can happen when using Level 3 valuation techniques.  

 

4.7.3 Theme 3: Improvements 

8. Do you believe that the current disclosure requirements are enough to show the 

investors a fair view of the valuation process? 

Overall Stellan believes that the current disclosure requirements are better than previously. On 

the other hand the current disclosure requirements are more focused on describing how the fair 

value was calculated nonetheless there should be more focus on explaining why specific 

discount rates and valuation models were chosen. 

 

“Lars” believes that with the disclosure requirements of IFRS 13 there should be more 

information available to the investor concerning what numbers were used to produce the value 

of an asset therefore providing the investor with a fair view of the valuation process. 

 

“Sara” states that the disclosure requirements are not enough to show the investors a fair view 

of the valuation process. “Sara” goes on to describe this as a paradox since investors can 

disagree on the fair value which could be explained through misinformation concerning the 

valuation process. 

 

Stefan states that the introduction of IFRS 13 requires companies to disclose the quantitative 

information used when calculating a fair value estimate, this should increase the 

understandability of the provided information to investors. However this depends on how 

knowledgeable the investor is and how much time they can spend on valuing one company. 

 

9.  How do you believe that the increased disclosure requirements will be useful to 

investors? 

Stellan believes that the disclosure requirements for companies to motivate how they have 

calculated and what models they have chosen to use for achieving a fair value valuation on 

assets could be useful for investment decisions. On the other hand he believes that there could 

be more focus on why they have chosen certain valuation models and rates. 
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“Lars” states that the increased disclosure requirements will add transparency to the companies 

which will allow investors to take part of more information regarding how the company reached 

the fair value valuation.  

 

“Sara” believes that the increased disclosure requirements will be useful for investors and the 

main benefit of IFRS 13 to be the level of details disclosed to investors. 

 

Stefan states that the increased disclosure requirements provide the investor with increased 

clarity in regards to what Level inputs have been used in the valuation techniques to reach a fair 

value. Furthermore the disclosure requirements provide the investors with a lot of new 

information over all and in regards to quantitative data used. 

 

10. How do you expect share prices to react to the increased disclosure requirements? 

Stellan states that when more people are able to take part of the information regarding how a 

fair value valuation was reached in a company it could lead to less volatility in share prices. 

 

“Lars” does not believe that the increased disclosure requirements will have a major influence 

on the share price. 

 

“Sara” believes that the outcome will rely on the efficiency of the stock market. 

 

Stefan states that in theory the increased disclosure requirements provide more information to 

the market. With more information available the information risk should be reduced, and 

thereby lifting prices since it may be seen as a more reliable investment. 

 

11. How do you believe that the increased disclosure requirements will affect the 

information asymmetry between informed and non-informed investors? 

Stellan’s believes that theoretically the information asymmetry between informed and non-

informed investors should decrease, although this is dependent on the investors will to take part 

of the disclosed information available to them. 

 

“Lars” states that in theory the information asymmetry between informed and non-informed 

investors should be decreased, however he states that in practice it is dependent on the non-

informed investor to partake in the available information. 

 

“Sara” states that the influence on information asymmetry depends on the company. For 

financial companies the information asymmetry could be reduced since for example derivatives 

can be valued by observable, un-adjusted, or adjusted prices. However for non-financial 

companies the majority acknowledge no change in the valuation processes. 

 

Stefan states that over all the information asymmetry should decrease due to the increased 

information available to investors through the disclosure requirements. However information 

asymmetry between informed and non-informed investors may increase. Since informed 

investors may already be knowledgeable and gain an increased knowledge through the 

disclosure requirements whilst non-informed investors may not choose to partake in the 

disclosed information and thereby remain uninformed. 

 

4.7.4 Concluding Question 

12. What are your opinions on the influence that IFRS 13 has had on the valuation 

processes used when valuing investment properties? 
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Stellan highlights the importance of valuing investment properties at fair value since it is 

common to value such companies at fair value while assessing the company’s value. However 

he does not believe that IFRS 13 changes enough of the valuation methods compared to 

previously and therefore it will not have a large influence.  

 

“Lars” does not believe that the changes that have occurred with IFRS 13 will influence the 

valuation process of investment properties since there are not major changes in the valuation 

process compared to before IFRS 13. 

 

“Sara” states that IFRS 13 has been an improvement in terms of clarity and amount of details. 

It has led a reduction in information asymmetry, even when the information itself is not 

significantly impacted. 

 

Stefan believes that investment properties valued in accordance to IFRS 13 will show an 

improvement in comparison to valuation methods used in previous standards. Since IFRS 13 

provides clearer guidelines concerning the valuation process. 

 

a. And in what way will it influence investors’ decisions? 

Stellan does not believe that IFRS 13 will have a major influence on investor’s decisions. 

 

“Lars” states that the changes with IFRS 13 should add more information for the investors 

thereby allowing them to make a more informed decision regarding their investment decision. 

He further believes that by broadening the classification of assets the investors will get more 

details regarding the nature of the asset that a company holds.  

 

According to “Sara” it should influence the investors’ perception of risk. It may be that it does 

not modify the risk premium itself, thereby not significantly influencing the stock price, 

however it can provide more confidence in accounting disclosures. “Sara” concludes by stating 

that the time frame as it is now is too limited to have a concrete opinion, most companies 

implemented IFRS 13 in 2013 and that both accountants and analysts need more practice. 

 

Stefan believes that it may have a positive influence on investors’ decision making process 

since IFRS 13 does provide the end user of financial statements with more detailed information 

in the notes of the financial statement providing them with a wider picture. 

 

Follow up question to Stellan: 

Are the new disclosure requirements in IFRS 13 an improvement? 

Stellan believes that the disclosure requirements in IFRS 13 are an improvement since the more 

information there is regarding the valuation process the clearer they become for the users of 

financial statements. He further states that there is a lot of information in the financial statement 

that is not as valuable, therefore he believes that there should be a core in the financial statement 

to help focus the relevance and value of the information. Stellan highlights that valuation issues 

should be discussed in the financial statement.  

 

4.8 Auditors’ Response 
Do you consider the implementation of IFRS 13 a major change/improvement for 

investors?  

Of what “Johan” have seen he does not believe that there will be any major changes. The 

companies that are affected the most by IFRS 13 are companies that deal with investment 

properties, financial companies such as banks, and private equity companies that are invested 
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in unlisted companies. The publicly listed companies that work with investment properties 

already valued their properties to fair value prior to IFRS 13. Further IFRS 13 will have the 

largest influence on companies utilizing Level 3 valuation techniques to reach their fair values, 

however Level 1 and Level 2 valuation techniques have not be largely affected by the 

implementation of IFRS 13.  

 

Of what “Johan” has seen since the implementation of IFRS 13 there does not seem to be any 

major changes to companies who work with investment properties since they were already 

required to disclose information of the inputs used and the quantification. 

 

Furthermore “Johan” states that IFRS 13 will influence stock prices, especially of companies 

who use Level 3 valuation techniques to estimate fair value. An improvement for the investors 

would be if companies were to classify their assets and liabilities in accordance with IFRS 13 

§94, especially for companies dealing with investment properties. So far “Johan” has not come 

across any companies that correctly classify their assets and liabilities with enough detail in 

accordance to IFRS 13 paragraph 94, in practice not much has changed since before the 

implementation of IFRS 13. To have a real influence on investor’s decision making process the 

Swedish stock market has to have stricter enforcements upon companies who do not classify in 

enough detail in accordance to IFRS 13 paragraph 94. 

 

Previously private equity firms had to follow IFRS 7 that also regulated the classification of 

financial instruments, however IFRS 7 did not have as detailed disclosure requirements as IFRS 

13 has. This was due to the low disclosure requirements of unobservable data which have 

become improved with IFRS 13. Furthermore in the private equity companies “Johan” has 

noticed an increase in the quantifying of data in comparison to pre IFRS 13 which allows for 

the investors to partake in an increased amount of information regarding what the data is based 

upon. However the rates are still aggregated due to them being divided into intervals, and these 

intervals differ depending on the different business branches. 

Overall the most notable changes are that companies are required to classify their assets and 

liabilities in accordance with IFRS 13 §94 and that unobservable inputs within Level 3 valuation 

techniques need to be quantified. 

 

Overall “Karl” argues that the implementation of IFRS 13 has been an improvement for 

investors, although he states that “ultimately cash is king”, the new requirements provide a 

better picture of the performance of alternative investments such as the performance of a real 

estate fund. 

 

Ahemad believes that IASB and FASB have taken a major step in the right direction through 

issuing converged accounting standards for measuring fair value. Furthermore he believes that 

future converged accounting standards will be well severed by the influence of IFRS 13 as it 

will help investors on a global scale.  

 

“Lewis” believes that it is not a major improvement, it does have technical improvements to it 

however everything that has previously been valued at fair value is still valued with fair value. 

Lewis implies that some companies have already applied methods used in IFRS 13 prior to its 

release. Over all there has been a slight improvement. 

 

4.8.1 Theme 1: implementation of IFRS 13  

1. How does the implementation of IFRS 13 relate to IASBs conceptual framework?  
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According to “Johan” the two most important aspects of the current conceptual framework are 

relevance and faithful representation. And he believes that IFRS 13 is doing its best to fulfil 

both of them, however the valuation techniques used in Level 3 valuation techniques are 

subjective and the disclosures should be increased.  

 

Another point that “Johan” brings up is the comparability, one should be able to compare similar 

companies within the same business branch so as to be able to understand what inputs have 

been used and the similarity between them. 

 

Ahemad believes that IFRS 13 will provide IASB with a consistent definition for determining 

whether fair value is the appropriate measurement basis to be used in any given future project. 

 

“Karl” is not familiar enough with the current conceptual framework of IASB to provide a 

reliable answer. 

 

On the issues concerning relevance “Lewis” finds IFRS 13 to be more relevant for financial 

companies who work with financial instruments. On the other hand it is not very relevant for 

industrial companies who do not work as much with financial instruments. Lewis also notes 

that the implementation of IFRS 13 has led to an increased workload for companies that do not 

receive any major benefits from IFRS 13. 

 

a. What is the most important change for an investor?  

“Johan” believes that the increase in disclosure requirements provides the investors with more 

knowledge about the company, helping them make an informed decision whilst comparing 

companies. 

 

Ahemad states that investors face a large and growing number of disclosures intended to help 

them distinguish the relative level of uncertainty in recognized estimates. He further states that 

he has conducted two experiments in the context of fair value estimates to investigate how 

disclosed uncertainty information and investment perspectives jointly affect investors’ 

judgments. He found that the extent to which investors’ judgments reflect differences in 

disclosed uncertainty depends on their temporal orientation. As a result, short-term investors’ 

judgments of estimate uncertainty are more sensitive than those of long-term investors to 

differences in fair value input level and to disclosing details of fair value measurement 

techniques. Short-term investors are also more likely than long-term investors to use uncertainty 

as a cue in judging how changes in fair value estimates influence overall firm value. Although 

term-based differences in sensitivity to uncertainty are consistent with economic reasoning, he 

also found evidence, consistent with psychology theory on mindsets, that this differential 

sensitivity may become overgeneralized and lead to biases. These results are likely useful to 

standard setters and regulators considering the costs and benefits of mandatory estimate-related 

disclosures. 

 

“Karl” did not provide us with an answer to this question. 

 

“Lewis” states that there is a clear definition of how companies are supposed to establish a fair 

value on an asset or liability. Earlier it was more common for companies to find their own 

methods to calculate fair value without there being a clear definition of the process, these 

companies now have to utilize the methods defined in IFRS 13 which lead to an increase in the 

comparability between companies. Lewis highlights that an important change is that the credit 
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risk has to be included in the fair value calculations whilst this was not clearly defined prior to 

IFRS 13. 

 

2. Do you believe that the implementation of IFRS 13 has been able to clarify the valuation 

process of fair value measurements to investors?  

Overall “Johan” believes that there seems to have been little change since the implementation 

of IFRS 13, both private equity companies and real estate companies show almost no change in 

the valuation process compared to pre IFRS 13. 

 

In practice “Karl” has not seen any major changes in the reporting from real estate companies. 

 

In general Ahemad believes that IFRS 13 has been able to clarify the valuation process of fair 

value measurements to the investor due to its detailed guidance on the implementation process 

as well as the mandatory disclosure requirements that target the investor. 

 

IFRS 13 has been able to clarify the valuation process for the companies so that they are able 

to attain a fair value. However “Lewis” does not believe that the implementation of IFRS 13 

has had a major influence on investors since the value of a company is based on many different 

components. Furthermore “Lewis” notes that for investors the major change in the valuation 

process concerns how banks are valued. 

 

3. What are your thoughts on Fair Value vs Historical Cost?  

“Johan” empathizes that this is a question of preference between balance sheet and income 

statement as well if there are market prices from an active market available. Furthermore some 

individuals put more empathize on the income statement while making financial decisions, also 

the historical cost model does not have a major influence the balance sheet. Overall “Johan” 

believes that the balance sheet gives fairer view whilst using fair value. However an investor 

needs to be aware of the possibility that manipulation may exist under Level 3 valuation 

techniques under fair value.  

 

Personally “Karl” prefers the use of fair value accounting over historical cost accounting, 

however he highlights that it places a greater emphasis on the auditors. He does however believe 

that the use of fair value accounting can narrow the knowledge gap between people who work 

in the company “insiders” and investors. 

 

Ahemad believes that both fair value and historical cost accounting can provide the investor 

with useful information. He believes that the choice of accounting model is dependent on what 

company the investor is seeking to invest in, he further states that both models can also provide 

the investor with misleading information when they are poorly implemented. 

 

“Lewis” believes that from an investor’s perspective it is useful when the majority of a company 

is valued at fair value since it is easier to follow the company’s value in financial reports due to 

them being more relevant. However from a company’s perspective it does add a substantial 

additional workload. As it is today companies do have the alternative to value many balance 

sheet items at historical cost, which in turn leads to less fluctuation in the year-to-year value. 

Lewis concludes by stating that the current balance between fair value and historical cost 

accounting works well as it is today. 

 

a. Influence on financial crisis, in relation to market prices?  
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“Johan” believes that financial crisis is caused by other factors and that the choice of fair value 

or historical cost accounting has little to no influence on the financial crisis. Furthermore the 

choice of which accounting model to use has little impact on the accounting outcome. 

 

According to “Karl” the choice between fair value accounting and historical cost accounting 

would have no impact on the financial crisis. However he does state that the financial crisis was 

most likely caused by two issues, first, the accounting departments failed to write of the costs 

of significantly impaired investments, and secondly, to adjust fair values accordingly. “Karl” 

also adds that auditors failed to call out the accounting teams who had failed. 

 

Ahemad does not believe that fair value accounting was primary driver of the financial crisis in 

2008. He further states that the financial crisis was influenced by other factors and therefore the 

choice of accounting model would not have played a major difference. 

 

“Lewis” believes that in regards to fair value there is an increased focus on how risks influence 

market values for instance that valuation techniques now have to account for the risk associated 

with the valuation technique used. However there has been little change concerning historical 

cost accounting.  

 

b. Which one do you think is preferable to an investor?  

“Johan” is not sure which accounting model is preferable for the investor, it is a question about 

where the information is located. “Johan” further believes that fair value should be used if there 

is an active market available.   

 

According to “Karl” the choice between fair value accounting and historical cost accounting 

depends on what company you are investing in. But he claims that in general fair value is easier 

for analysis and enhances the comparability between companies. 

 

As Ahemad previously stated that both accounting models provide the investor with useful 

information depending on the companies. He goes on to state that both accounting models also 

have faults since they can provide the investor with misleading information if they are not 

correctly applied.  

 

“Lewis” notes that investors should prefer when companies that have a lot of financial assets 

are valued at fair value. However if the companies have little to no financial assets historical 

cost accounting can prove just as useful due to the focus on cash flows. Lewis concludes by 

highlighting that the preference is most likely dictated by which companies the investor has 

chosen to invest in. 

 

Follow up question to “Johan”: Do you consider that IFRS 13 gathers the information 

regarding fair value for the reader compared to previously? 

 

“Johan” states that it is roughly the same as before, since the information is widely spread in 

the paragraphs of the different IAS/IFRS. To be able to navigate IFRS 13 one needs to know 

where to look. 

 

4.8.2 Theme 2: Level inputs  

4. How do you perceive the valuation estimates used in Level 2 and Level 3 valuation 

inputs?  
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“Johan” believes that they are as good as they can be but that one should aim to use as high a 

Level of valuation estimate as possible. He emphasizes once again that Level 3 valuation 

estimates are subjective.  

 

“Karl” recommends to “take them with a grain of salt”, however they can still be beneficial to 

an investor through the management’s estimates, although the estimates that are being used may 

be biased. 

 

Ahemad did not provide us with an answer to this question. 

 

“Lewis” perceives that the valuation estimates used in Level 2 valuation inputs are based on 

standardized data that are commonly used and therefore there are not a lot of estimates included 

in Level 2 valuation estimates. Companies furthermore do not have to use their own calculations 

for certain inputs since they could use a proper source for those, for instance companies can 

utilize banks exchange rates for currencies. There are however different models that companies 

can choose between. Regarding Level 3 valuation estimates the valuation inputs are based upon 

companies own calculations where mathematicians have built the models utilized and can be 

difficult for others to replicate or control. Level 3 are more subjective in the models used.  

 

5. What is your opinion on the accuracy of the valuation techniques used in Level 3 inputs?  

“Johan” states that the valuation techniques are accurate enough and that it is not the valuation 

techniques themselves that worry him, rather what input data is used in Level 3 valuation 

techniques. He further states that in Level 3 there is enough wiggle room available for 

companies to utilize. “Johan” gave us a practical example of this wiggle room when real estate 

companies stock price went down the value of the investment properties did not fall at the same 

pace in their internal valuations. “Johan” ends with that the accuracy of the valuation techniques 

are good enough for the balance sheet.  

 

“Karl” highlights that the accuracy of the valuation techniques used in Level 3 inputs are more 

dependent on the skills of the valuation team. Third party professional information is often 

readily available to support the ranges of a Level 3 investment. He explains that the information 

is often based upon benchmarking a multiplier against similar companies or comparing discount 

rates against publications. 

 

Ahemad states that the valuation techniques applied in Level 3 are may be considered 

questionable because the fair value hierarchy recommends using Level 1 whenever possible. 

 

“Lewis” states that there are no standardizations in Level 3 inputs since each company develops 

their own estimates to be used. Since the models used in Level 3 are based upon the companies 

own estimates it is hard for an outsider to question or legitimize the methods used. Lewis further 

notes that mathematically the valuations are relatively standard, however it is a question 

regarding what inputs are used to reach the valuation. 

 

a. Do you believe that they are accurate enough for investors to base their decisions upon?  

“Johan” believes that the valuation techniques used in Level 2 and Level 3 inputs are accurate 

enough for investors to base their decision upon, the alternative of historical cost accounting 

would not be any better. 

 

“Karl” does not perceive the current valuation techniques in Level 3 to be accurate enough for 

investors to base their decisions upon. This is because he believes that the current regulations 
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are not strict enough when it comes to Level 3 inputs. Furthermore he does not believe that the 

average investor has enough knowledge to be able to understand how Level 3 investments are 

priced. 

 

Ahemad states that valuation of fair value involves significant judgment and it is likely that 

different valuation techniques will provide different results. This is because the inputs used, 

and any adjustments to those inputs, may differ depending on the technique used. The existence 

of such differences does not mean that any of the techniques are incorrect. He further goes on 

to say that IFRS 13 does not explicitly require an investor to use a variety of valuation 

techniques, but that the selection of the most appropriate valuation technique, depending on the 

facts and circumstances, will require the consideration of more than one technique so that the 

results from applying multiple techniques can be compared. And that in such situations, the 

investor must understand the reasons for the differences in valuation and select the amount 

within the ranges of values that is most representative of the fair value of the unquoted equity 

instrument. 

 

“Lewis” believes that the increased disclosure requirements are dependent on whether or not 

an investor chooses to read the disclosures in the financial reports. By doing this they should 

gain a clearer understanding of what inputs were used to reach the valuation and therefore they 

should be able to draw more accurate decisions concerning the reliability of the valuation 

method. 

 

6. How do the other observable inputs influence fair value measurements for investors? 

Ahemad says that an investor should consider three aspects when making an investment 

decision concerning companies using other observable inputs. These aspects are: which 

valuation technique makes the least subjective adjustments to the inputs used, the ranges of 

values indicated by the techniques, and the reasons for the differences in value under different 

techniques.  

 

“Karl” did not provide us with an answer to this question. 

 

“Johan” did not provide us with an answer to this question. 

 

“Lewis” believes that other observable inputs can influence fair value measurements both 

positively and negatively depending on how they are influenced by the current market. 

 

7. How do the unobservable inputs influence fair value measurements for investors?  

As “Johan” stated previously he feels that it depends on what data is used in the valuation 

process and that quality of the data used influences if the fair value measurement is good or bad 

meaning that investors have to rely on the information available to them. 

 

“Karl” states that the unobservable inputs are dependent on the valuation team and that that is 

what influences investors. 

 

Ahemad did not provide us with an answer to this question. 

 

The fair value measurement is dependent upon methods used while calculating the inputs that 

will later be used for calculating the fair value according to “Lewis”. 
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4.8.3 Theme 3: improvements  

8. Do you believe that the current disclosure requirements are enough to show the 

investors a fair view of the valuation process?  

“Johan” gives us practical examples where investment properties usually have a span of 

dividends pay-out of 5-9% and that there are prognoses variable available which gives you a 

span which is hard to use and therefore it is hard to know where the span for dividends pay-out 

will be, unlike the American market where there is a controller who gives out recommendations 

of what interval should be used for dividends pay-out. In IFRS 13 there is no paragraph stating 

that there should be a span available. And if it becomes too aggregated then it will become 

unusable. 

 

“Karl” thinks that the current disclosure requirements are good but they could be improved. For 

example if a company was required to disclose a retrospective review of their valuations when 

an investment is liquidated, and thereby show how close the year-end values were to the actual 

sale price and further discuss any significant differences “Karl” believes that this could keep 

the financial reports more honest. However auditors do already do this in their risk assessment 

procedures. 

 

Ahemad believes that with introduction of the disclosure requirements in IFRS 13 will help 

investors assess the valuation techniques and the inputs used to develop those measurements 

and that they are therefore enough.  

 

“Lewis” believes that the current disclosure requirements are enough to show the investors a 

fair view of the valuation process due to the vast amount of information available. 

 

9. How do you believe that the increased disclosure requirements will be useful to 

investors?  

In “Johan’s” opinion there will be more information available to the investor thereby allowing 

for more reliable comparability between companies. There will also be more information 

available about what data the companies use to reach the fair value measurements of different 

assets.  

 

Overall “Karl” believes that an increase in disclosure requirements will be useful for investors, 

however there is room for improvements as he mentioned in an earlier question. 

 

Ahemad says that the increased disclosure requirements will increase the comparability of 

companies it will also help in consistency. Therefore the increased disclosure requirements will 

keep the investors more informed.  

 

“Lewis” believes that investors may have suspected in beforehand what valuation methods 

where used by the company. This allows the disclosure requirements to confirm or deny their 

suspicions since there is more information regarding the valuation methods readily available. 

Over all Lewis believes that the increased disclosure requirements are a minor improvement. 

 

10. How do you expect share prices to react to the increased disclosure requirements?  

“Johan” does not believe that the increased disclosure requirement will have a large influence 

on the share prices since he does not believe that the market will become more efficient with 

the implementation of IFRS 13. 
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“Karl” does not believe that enough investors read the disclosures in the financial reports for 

the increased disclosure requirements in IFRS 13 to have any influence on share prices. 

 

Ahemad believes that the share prices will increase as a result of the increased transparency 

between the company and the investor.  

 

“Lewis” does not believe that the increased disclosure requirements will influence share prices, 

there could however be some exceptions. This is more due to that share prices are influenced 

by day to day and financial reports are not often released. 

 

11. How do you believe that the increased disclosure requirements will affect the 

information asymmetry between informed and non-informed investors?  

“Karl” believes that there is a possibility that the increased disclosure requirements may 

influence the current information asymmetry. However he notes that the non-informed 

investors already have a lot of information available to them which they do not use. And that 

for there to be any significant change in information asymmetry the non-informed investors 

will need to be interested in partaking in the information. 

 

Both “Johan” and Ahemad did not provide us with an answer to this question. 

 

“Lewis” states that the informed investors seek out information prior to it being released to the 

public whilst the non-informed investors will wait or not take part of it. Thereby giving 

informed investors more knowledge and the information asymmetry will stay the same or even 

increase. 

 

4.8.4 Concluding Question  

12. What are your opinions on the influence that IFRS 13 has had on the valuation 

processes used when valuing investment properties?  

There are a lot of expectations about IFRS 13 in “Johan’s” company, mainly that real estate 

companies should use observable data, Level 1 and Level 2, instead of making up their own 

data, meaning using estimates in order to reach a fair value as in Level 3, further the 

expectations include that companies will divide the assets and liabilities into different 

classifications in accordance to IFRS 13 §94. However it is too soon to be able to see whether 

these expectations have been fulfilled.  

 

As “Karl” previously mentioned the implementation of IFRS 13 has not had a significant 

influence on the valuation process for investment properties in practice.  

 

Ahemad states that fair value is one of the two allowable accounting bases for real estate assets 

along with cost accounting. Ahemad highlights that fair value is the preferred accounting model 

for investment properties. He further states that even if reporting entities account for IFRS 16 

properties on a cost basis, they are required to provide fair values in the annexes to their 

accounts and are required to review these values when they are considered to have changed 

significantly. 

 

“Lewis” believes that there are clearer rules regarding how the valuation process should be 

conducted even if it is more complicated and sometimes hard to implement however the 

valuation process is better and the value will be more complete. 

 

a. Do you believe that it will influence the investor decision making process? 
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“Johan” does not know how investors will use the new information available to them, if real 

estate companies start using the classifications for assets and liabilities it will make it easier for 

investors and give them more information as to be able to base their investment decision upon. 

 

“Karl” does not believe that IFRS 13 has introduced enough changes to the valuation process 

of investment properties in practice for it to be able to influence the investor decision making 

process. 

 

Ahemad says that the investor decision can be influenced if adjustments are made to Level 2 

inputs are considered to be significant they should be reclassified as Level 3 inputs and because 

there is no definition for what significant means according to IFRS 13 the companies 

themselves need to make that judgment. He further states that what is significant will vary 

according to the type of property and the transparency of the market information that is 

available.  

 

“Lewis” believe that some investors, especially professional investors have their own valuation 

methods to estimate the value of investment properties and the change will at most be small. 

 

 

Theme and questions Summarized answers 

from academics 

Summarized answers 

from auditors 

Similarities and 

differences in the 

answers 

General Question IFRS 13 is an 

improvement for 

investors, however it 

is not major. 

There are some 

improvements for 

investors, however it 

remains to be seen if 

they are major. 

Both agree that IFRS 

13 has been an 

improvement for 

investors. 

Theme 1: Implementation of IFRS 13 

Question 1 IFRS 13 relates to the 

relevance criterion of 

IASBs conceptual 

framework. 

IFRS 13s 

implementation 

relates to relevance 

and comparability. 

Highlight the same 

aspects however 

auditors also focus on 

comparability. 

Question 2 IFRS 13 should be 

able to clarify the 

valuation process. 

Auditor’s opinions 

were divided on this 

issue. 

Both agreed that 

IFRS 13 should be 

able to clarify the 

valuation process 

however some 

auditors had not seen 

any major changes in 

reporting. 

Question 3 Relevance vs 

reliability as well as 

the investor’s 

preference. 

Auditors prefer fair 

value accounting 

however they see the 

upside of historical 

Academics focus on 

reliability and the 

investor’s preference 

whilst auditors focus 

on the information 
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cost accounting as 

well. 

available to the 

investor. 

Theme 2: Level inputs 

Question 4 Academics believe 

that the valuation 

estimates in Level 2 

and 3 are good 

enough under the 

circumstances. 

Auditors highlight 

that investors should 

be mindful when it 

comes to Level 3 

valuation estimates. 

Auditors recommend 

caution when dealing 

with level 3 valuation 

estimates whilst 

academics perceive 

them as being good 

enough under the 

circumstances. 

Question 5 Level 3 inputs are 

unreliable since 

companies calculate 

them themselves. 

One should be 

concerned with the 

data and the 

calculations used in 

Level 3 inputs.  

Both sides agree that 

one should exercise 

caution while dealing 

with Level 3 inputs. 

Question 6 Academics discuss 

comparability and 

the accuracy of 

valuation 

calculations. 

One must take into 

consideration the 

valuation techniques 

used, the inputs can 

influence the 

measurements 

positively or 

negatively. 

Different viewpoints 

are discussed in this 

question. Both focus 

on the calculations, 

whilst auditors also 

highlight the 

techniques used. 

Question 7 Academics are 

concerned with the 

information available 

to the investors. 

Auditors focus on the 

calculations and the 

calculation team. 

We have two 

different 

perspectives, one 

focuses on theory 

(information) whilst 

the other focuses on 

the practical aspects 

(calculations) 

Theme 3: Improvements 

Question 8 Overall they feel that 

the disclosure 

requirements will 

provide the investor 

with more 

information. 

Auditors believe that 

the disclosure 

requirements are 

enough to show 

investors a fair view 

of the valuation 

process.  

Overall the auditor 

and academics are in 

alignment regarding 

this question. 
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Question 9 The increased 

disclosure 

requirements will 

give the investor a 

clearer view. 

The increased 

disclosure 

requirements will 

provide the investor 

with more 

information. 

Both auditors and 

academics agree with 

each other. 

Question 10 Academics believe 

that it depends on the 

stock market and that 

there may be a 

change in share 

prices. 

Auditors do not 

believe that there will 

be a change in share 

prices. 

There are two 

contradicting beliefs 

on this question. 

Question 11 Our academics 

believe that there will 

be a decrease in the 

information 

asymmetry between 

informed and non-

informed investors. 

There may be an 

increase in 

information 

asymmetry, this 

depends on the 

investor’s 

willingness to 

partake of the 

information 

disclosed. 

Our auditors believe 

that there may be an 

increase in 

information 

asymmetry since 

informed investors 

will also partake of 

the information. 

Whilst our academics 

believe that there will 

be a decrease since I 

allows non-informed 

investors to catch up. 

Concluding question 

Question 12 Our academics are 

split on this issue 

where some believe 

that it will have a 

positive influence 

whilst others believe 

that there will be 

little to no change. 

Auditors believe that 

there may be an 

improvement in the 

valuation process of 

investment 

properties. 

The majority believe 

that there will be an 

improvement of the 

valuation process 

used when valuing 

investment 

properties. The 

minority believe that 

there will be little to 

no change. 

Table 3. Summary of responses 
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Chapter 5: Analysis of empirical data 

In this chapter we will provide the readers with an insight on the analysis of 

our empirical findings and try to find connections with existing theory from 

our theoretical frame of reference. Gathered empirical data that will be 

analyzed with a double perspective, from both audit professionals and 

academics. The analysis in this chapter is focused on how the increased 

disclosure requirements in IFRS 13 influence investor decisions and is 

presented with a selection of questions relating to changes that occurred with 

the implementation of IFRS 13. 

 

Our thought process while analyzing our gathered empirical data has been to first present 

previous theories that we have gathered in the theoretical framework and then to fuse it with 

our gathered empirical data from chapter four. From the combined information from the 

empirical data and the knowledge we have gained from previous theories we have concluded a 

response. 

 
Figure 5. Thought Process 

5.1 General question 

5.1.1 Do you consider the implementation of IFRS 13 a major change/improvement for 

investors?  

By introducing IFRS 13 they are trying to gather the rules of how to use fair value under one 

section and thereby aiding the investor by making the rules easier to find. Further the reason 

for gathering the fair value in one section is to clarify its uses for investors by having one unified 

definition of what fair value is (IFRS Foundation, IFRS 13, p. A408). With IFRS 13 they have 

introduced a new hierarchy system to describe different Levels within fair value measurement. 

IFRS 13 also redefines the classification system that was previously in IFRS 7 paragraph 6 but 

was only relevant for financial instruments. IFRS 13 introduces a more in-depth classification 

system for assets and liabilities in paragraph 94 (IFRS Foundation, IFRS 13, p. A429). Which 

we believe will clarify the nature of an asset or liability, making it easier for an investor to 

identify the asset or liability. 

 

During the course of our interviews we found that our interviewees, both audit professionals 

and academics deemed the technical changes that occurred with the implementation of IFRS 13 

to be an improvement for investors in comparison to previously. However they go on to mention 

that the improvements are not major. 

 

With regards to the old classification system in IFRS 7 paragraph 6 which has been replaced 

with IFRS 13 paragraph 94 “Johan” has noticed an increase in the quantifying of data in private 

equity companies which allows investors to partake in an increased amount of information 

regarding what the data is based upon, this shows that what “Johan” has seen in practice 

correlates to the technical changes made by the IASB with the implementation of IFRS 13. The 

Theoretical 
Framework

Empirical 
Data

Analysis
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rates that are being used for the data are still aggregated since they are divided into different 

intervals which differ according to the different business branches. So far “Johan” has not come 

across any companies that classify their assets and liabilities in enough detail in accordance 

with IFRS 13 paragraph 94, however he states it could have a real influence on the investor 

decision making process if the redefined classification system was properly enforced. Another 

audit Professional “Karl” highlight that the new requirements of IFRS 13 provide a better 

picture for investors of the performance of alternative investments. 

 

By analyzing the data that we have gathered from our interviews we can see that the majority 

of our academics and auditors seem to be of the opinion that IFRS 13 has brought minor 

improvements for investors but no major change. The changes that have occurred with the 

implementation of IFRS 13 seem to be more focused on financial companies. From this we can 

draw the conclusion that IFRS 13 will have a greater influence on the investors’ decision 

making process depending on what type of company they are investing in. Since companies 

with numerous financial assets now need to disclose more information to the investor whilst 

there will be little change for companies with little to no financial assets. 

 

5.2 Theme 1: implementation of IFRS 13  

5.2.1 How does the implementation of IFRS 13 relate to IASBs conceptual framework? 

IASB defines the investor as a key user of the financial statement and parts of the conceptual 

framework are aimed towards increasing the understandability for the investor. This is done 

through focusing on four key qualitative characteristics which are; understandability, relevance, 

readability, and comparability (IFRS Foundation 2012, 2012, p. 8). Some aspects from the 

conceptual framework that an auditor from our interviews brings up are; relevance, faithful 

representation, and comparability. He further states that IFRS 13 is doing its best to fulfil these 

aspects however the unobservable inputs used in Level 3 valuation techniques are subjective 

and the disclosures should be increased, one of the technical changes that IFRS 13 aimed to 

make was to increase the comparability between companies and they aimed to this by clarifying 

fair value (IFRS Foundation, IFRS 13, p. A408). The empirical findings from our interview 

with an academic state that information should be relevant when possible and that the concept 

behind IFRS is to apply a fair value measurement on assets whenever possible. Our other 

academic states it is a matter of relevance and faithful representation, therefore the majority of 

our academics agree on relevance being an important aspect of IASBs conceptual framework 

and that IFRS 13 relates to it. The use of fair value increases the relevance of the information 

since it is based upon current market values by applying on of the three available Levels of fair 

value measurements (IFRS Foundation, IFRS 13, pp. A422-A423). 

 

These answers have provided us with insight as to whether or not IFRS 13 has had the desired 

influence. By enhancing aspects of the qualitative characteristics of the IASB conceptual 

framework we expect that investors will be able to take part of higher quality information to 

base their decisions upon, this is however dependent on the investor valuing relevance above 

reliability. Furthermore our auditors have argued that the implementation of IFRS 13 has led 

an increase in comparability between companies. The increased comparability means that 

investors now can gain a clearer picture of the companies they are comparing and thereby 

enabling them to make a more informed investment decision than previously. By combining 

the information that we have gathered from our interviews with academics and auditors IFRS 

13 has provided the investors with more relevant information as well as allowing investors to 

compare investment options more accurately. 
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5.2.1.1 What is the most important change for an investor?  

Similarly to Ball (2006) beliefs that IFRS will increase the quality of the available information 

and therefore reduce the risk for investors in the decision making process, one of our auditors 

believes that the increased disclosure requirements will be able to provide the investor with 

additional information concerning the company so as to help them make an informed 

investment decision. Another one of our auditors argues that the implementation of IFRS 13 

will provide clearer guidelines concerning what methods to use when calculating fair value, 

prior to the implementation of IFRS 13 it was more common for companies to find their own 

methods.  

 

Our academics highlight the importance of investors being able to identify how companies have 

calculated their fair value measurements and how they have classified their assets and liabilities. 

Half of our academics also highlight that they perceive the most important change to be the 

unification of fair value definitions under one standard which increases the precision of the 

valuation methods. 

 

From our interviews we perceive the most important change with the implementation of IFRS 

13 to be the unification of fair value measurements under one standard. Because it simplifies 

the access to the current available rules regarding fair value accounting meaning that the search 

for information becomes less time consuming, thereby allowing both informed and non-

informed investors to partake in the available information. Furthermore companies are now less 

likely to utilize their own methods when calculating a fair value estimation, for investors this 

implies that the fair value provided by the company should be both more reliable and it should 

also be easier for the investor to replicate the calculation to assess its accuracy. This in turn 

provides the investor with additional information regarding the accuracy and trustworthiness of 

other fair value calculations made by the company. By increasing the disclosure requirements 

the investors gain a deeper understanding of the valuation techniques used by a company to 

reach a fair value, further allowing the investor to make a more informed investment decision. 

 

5.2.2 Do you believe that the implementation of IFRS 13 has been able to clarify the 

valuation process of fair value measurements to investors?  

The increase in disclosure requirements that come with the implementation of IFRS 13 are 

focused on increasing the clarity of the information provided in the financial reports available 

to the investors (IFRS Foundation, IFRS 13, p. A408). These disclosures are especially focused 

on clarifying the classification of assets and liabilities to investors (IFRS Foundation, IFRS 13, 

p. A429) and furthermore to increase the transparency of the valuation techniques used by the 

company when using different Levels of the fair value hierarchy to calculate the fair value of 

an asset or liability. In the cases where fair value is used to value an asset or liability the 

disclosure requirements for fair value as described in IFRS 13 are mandatory. However in 

practice IFRS 13 does not seem to have had a major influence on clarifying the valuation 

process to investors according to the majority of our audit professionals, since two of our audit 

professionals highlight that real estate companies show almost no change in their valuation 

process in comparison to before IFRS 13 became mandatory. However one of our auditors notes 

that IFRS 13 has had an influence on the valuation process of financial institutions such as 

banks. On the other hand the majority of our academics believe that in theory the 

implementation of IFRS 13 should clarify the valuation process to investors by making the 

information regarding valuation techniques more detailed and accessible. One of our academics 

would prefer that IFRS 13 included a disclosure requirement that required companies to 

disclose information regarding when an assets or liabilities value significantly differs when 

valued at historical cost instead of fair value. 
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Although the increased disclosure requirements included in IFRS 13 are an interesting 

development, and we see them as a step in the right direction. The implementation of IFRS 13 

has not made enough of a change to influence how real estate companies and private equity 

companies report their valuation process. However what we can identify is that IFRS 13 will 

influence the valuation of financial institutions, meaning that investors that invest in these 

companies will gain a clearer picture of the valuation process and what category of assets and 

liabilities the company is carrying. Ball (2006) states that IFRS increases the transparency of 

companies which leads to managers making better decisions for the shareholders, in relation to 

this in theory the clarification of the valuation process should make companies more transparent 

which should technically lead to managers making better decisions for the shareholders. 

 

5.2.3 What are your thoughts on Fair Value vs Historical Cost accounting? 

Concerning fair value versus historical cost accounting there are pros and cons with both of the 

accounting models, it seems to be one’s own personal opinion as to which one is superior or 

preferable to the other, in our theoretical framework we have arguments from Beatty (1995), 

Penman (2007; 2009), and Benston (2008) in regards to the advantages and disadvantages of 

both accounting models. As an investor one should not only consider the information available 

in the balance sheet but also the additional information provided in the income statement 

(Penman, 2009, pp. 358-359). Furthermore the investor should take into consideration that fair 

value accounting is often considered to be more relevant whilst historical cost accounting tends 

to be more reliable and having a conservative approach. One of our auditors believes, similarly 

to Penman (2009), that the main differences between fair value and historical cost accounting 

is the aspect of the income statement versus the balance sheet and he highlights that it is a 

question of which of the two an individual prefers to base a financial decision upon. The balance 

sheet appears to give a fairer representation whilst using fair value accounting, although 

investors should be aware that companies have the opportunity to manipulate calculations under 

Level 3 valuation techniques, as we were warned by Penman (2007) and Benston (2008). 

Although overall the empirical data shows that the fair value accounting model is preferred in 

an active market. The results from our academics empirical data highlight the importance of 

relevance versus reliability. One of our academics also highlights that Level 3 valuation 

techniques are lacking in reliability due to it being hard do control when companies are allowed 

to choose their own parameters to use in the valuation models. He also relates to fair value 

providing more relevant information in comparison to historical cost accounting and that he 

prefers the fair value accounting model. Overall the key aspects that our academics and auditors 

have brought up are in regards to personal preferences as well as what type of asset or company 

the investor is seeking to invest in. 

 

The discussion surrounding fair value accounting and historical cost accounting is mainly a 

question between relevance versus reliability but also where the information is presented 

whether it is in the income statement or in the balance sheet which is the case when using fair 

value accounting. Furthermore an investors’ choice between fair value accounting and historical 

cost accounting should take into consideration the type of company one chooses to invest in. 

Overall the question is a matter of personal preference although the majority of our interviewees 

have preferred fair value accounting. From an investors perspective it should be more useful 

when companies are valued using fair value since the information is more relevant. Furthermore 

the increased level of detail in the guidelines provided in IFRS 13 concerning how a fair value 

is to be calculated should provide the investor with the opportunity to double check fair values 

with their own calculations. However when the market does not provide enough reliable 

information for a fair value calculation to be of high relevance historical cost accounting may 
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be preferable to investors. However it is important for an investor to keep in mind that fair value 

still does not take the credit risk into account when calculating the fair values. 

 

5.2.3.1 Influence on financial crisis, in relation to market prices? 

Both sides, fair value accountants and historical cost accountants, have argued about the 

influences that the accounting models may have had on the financial crisis in 2008. However 

in a study performed by Laux and Leuz (2010) which examined how the role of fair value 

accounting in U.S. banks influenced the financial crisis in 2008 they found that it was unlikely 

that fair value accounting had a major influence on the crisis. Laux and Leuz (2010) go on to 

state that they do not believe that any of the two different accounting models can have a major 

influence on the financial crisis. Similarly to Laux and Leuz (2010) our audit professionals and 

majority our academic believe that the choice of accounting model has little to no influence on 

the financial crisis but rather that it is caused by other factors. However one of our academics 

gives a theoretical perspective on how fair value accounting and historical cost accounting can 

influence a financial crisis. Similarly to Laux and Leuz (2009) one of our academics believes 

there is a possibility that the use of fair value accounting could increase the volatility in booming 

markets. The majority of our auditors however believe that the financial crisis was caused by 

other factors and that accounting model did not play a factor. One of our academics mentioned 

that accounting model should be seen as more of a messenger rather than the factor of the 

financial crisis.  

 

Based upon our empirical results and our theoretical framework we do not believe that the 

choice of accounting model had any influence on the financial crisis rather that it was caused 

by other factors. From our empirical data we can deduce that investors do not need to worry 

what accounting model is used during a financial crisis, and that the crisis is caused by other 

factors. However it is important for the investors themselves to take into consideration the 

current state of the global market in order to determine any additional risks with the investment 

that they are about to commit to. Furthermore we would suggest regardless of accounting model 

for investors to take into consideration whether a company’s assets and liabilities are valued 

correctly or if there are other factors in play.  

 

5.2.3.2 Which one do you think is preferable to an investor? 

The audit professionals that we have interviewed are not certain about what accounting model 

investors would prefer. The preference between fair value and historical cost accounting for an 

investor should be based on other factors such as whether or not there is an active market and 

what company you are investing in since both accounting models could be useful for an investor   

depending on what market the companies are operating in as well as what types of assets and 

liabilities they carry. Although the audit professionals believe that fair value accounting should 

be used whenever possible. The majority of our academics perceive that investors would prefer 

fair value accounting however they also believe that it is dependent on the context in which 

they are applied. One of our academics speculated that it can be a question of what generation 

the investor belongs to since different generations may be more comfortable with a certain type 

of accounting model. 

 

From our theoretical framework we can see that there are pros and cons with both accounting 

models and therefore it is a matter of preference. Although our empirical evidence suggests that 

the fair value accounting model should be preferable to investors. Investors should also take 

into consideration what fair value valuation technique as well as what Level inputs are used in 

reaching the fair value and what type of company they are investing in. The investor also needs 

to consider what type of assets and liabilities the company is carrying in order for them to make 
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an informed decision as well as to consider what type of market the company is operating 

within.  

 

5.3 Theme 2: level inputs  

5.3.1 How do you perceive the valuation estimates used in Level 2 and Level 3 valuation 

inputs?  

The new fair value hierarchy which is introduced in IFRS 13 redefines the valuation techniques 

used with fair value accounting and categorizes them into three Levels depending on what 

inputs are used in the calculations for reaching a fair value on an asset or liability (IFRS 

Foundation, IFRS 13, pp. A422-A423). These Levels range from 1-3, with Level 1 using an 

active market to base the fair value of an asset or liability upon, and Level 3 using unobservable 

inputs. Our audit professionals believe that the valuation estimates are as good as they can be 

in practice, however the investors should be careful with the valuation techniques chosen by 

the companies and make sure that they use as high a valuation technique as possible preferable 

Level 1, one of the reasons to be careful with Level 3 valuation techniques that Penman (2007) 

and Benston (2008) bring up is the risk of manipulation that may exist in Level 3 valuation 

techniques. One of our audit professionals brings up that Level 2 valuation inputs are based 

upon standardized data so therefore it is more of a question if the methods used to calculate the 

fair value are accurate enough. From one of our academics theoretical view point the different 

valuation estimates are schematically and logically constructed they offer good alternatives for 

carrying out fair value measurements even when there is a limited amount of information 

available to carry out fair value calculations.  

 

Due to the fact that Level 1 uses an active market we consider it to be reliable enough for 

investors to base their decisions upon. However Level 2 and especially Level 3 use estimates 

of observable inputs and unobservable inputs which means that investors should be more 

cautious when making investment decision based on lower valuation techniques. In most cases 

the Level 2 inputs have proven to be reliable since they are based upon standardized data that 

is observable and readily available to companies so that they do not have to estimate themselves 

thereby making it easier for investors to check the calculations and to see if they are valued 

correctly. However Level 3 inputs can be tricky since they are based upon the companies own 

calculations therefore investors should use caution and know that these calculations are harder 

for auditors to verify.  

  

5.3.2 What is your opinion on the accuracy of the valuation techniques used in Level 2 

and Level 3 inputs?  

Penman (2007) argues that the different levels of the fair value hierarchy have both pros and 

cons related to them. Penman (2007) both agrees and disagrees with using active market prices 

to calculate a fair value since the use of market prices increases the volatility in asset pricing 

which can be negative for investors. Furthermore Penman (2007) is skeptical towards Level 2 

and Level 3 valuation techniques due to Level 2 estimating a fair value based upon an illiquid 

market, whilst this is especially true when using Level 3 to estimate a fair value since it relies 

heavily upon unobservable data and both Penman (2007) and Benston (2008) agree on this 

topic. This raises the question as to whether or not Level 2 and Level 3 valuation techniques 

are reliable enough for investors to be able to base their decisions upon.  

 

There does not seem to be any major issues with the valuation techniques according to the audit 

professionals, but rather the issue lies with what input data is used in Level 3 valuation 

techniques since they are determined by the company, similarly to what Penman (2007) 

mentions about estimates being used, furthermore the valuation based on Level 3 input data is 
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dependent on the skill and accuracy of the valuation team. Our academics perspective is that 

valuation techniques used in Level 3 inputs may be bias, similarly to what Penman (2007) 

mentions, since companies may choose to adopt a conservative approach resulting in an 

undervalued company in comparison to what would be considered fair value. There are legal 

aspects to take into consideration when valuing assets which influence some companies to 

choose to undervalue their assets in fear of legal prosecution. Furthermore there may still be 

certain situations were Level 3 valuation processes are not fully understandable irrelevant of 

the technique used to estimate the fair value. 

 

Our empirical findings suggest that the main issue in the valuation technique lies in Level 3 

inputs since they are unobservable and difficult to control thereby leaving enough wiggle room 

for companies to manipulate the fair value valuation estimates of Level 3 valuation techniques. 

Furthermore the issue does not solely lie with the input data but also with the skill and accuracy 

of the valuation team. Therefore investors should be cautious whilst investing in companies that 

employ Level 3 valuation techniques. It is also important that the companies disclose all 

relevant information otherwise it becomes tricky for investors to assess the accuracy of the fair 

value valuation. Furthermore investors should take into consideration that Level 3 valuation 

estimates could be seen as an estimate of actual market values within an interval. 

 

5.3.2.1 Do you believe that they are accurate enough for investors to base their decisions 

upon?  

We have had a mixed response from the audit professionals in regards to Level 3 inputs, 

however the majority of our interviewees believe that the valuation techniques are considered 

to be as good as they can be under the circumstances. However one of our auditor’s points out 

that they are accurate enough for investors to base their decisions upon and that the alternative 

of historical cost accounting would not be any better. Whilst another auditor does not perceive 

the current regulations on Level 3 valuation techniques to be strict enough for them to be 

accurate for investors. Our academics point out that the values are not a correct representation 

of a fair value in an active market. However Level 3 valuation techniques are accurate enough 

if the investor chooses to fully partake in the information available to them regarding the 

calculation techniques used. Furthermore investors should be mindful of errors that may exists 

in these calculations, which is why it would be beneficial for them to double check the fair 

values themselves. 

 

Our empirical findings suggest that the valuation techniques used at Level 3 are as good as they 

can be under the circumstances and that they are good enough for investors to base their 

decisions upon as long as they take the time to properly assess the valuation method that the 

company has used. Level 3 valuation inputs places a greater emphasis on the investors ability 

to analyze the data that they can collect from financial statements in order to understand if the 

valuations reached whilst using Level 3 inputs are a fair representation of the market value. 

Investors should furthermore be mindful of potential errors that may have occurred in the 

calculations made by the companies. The investors should also keep in mind that Level 3 

valuations are an interval of the market value and that different valuation techniques may lead 

to different market values. They furthermore need to keep in mind that the Level 3 valuations 

are hard for outsiders to control the accuracy.  

 

5.3.3 How do the other observable inputs influence fair value measurements for investors?  

Regarding other observable inputs one of our audit professionals listed three aspects that may 

influence an investors’ decision making process when making an investment. These aspects 

are: which valuation technique makes the least subjective adjustments to the inputs used, the 
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ranges of values indicated by the techniques, and the reasons for the differences in value under 

different techniques.  Whilst another of our audit professionals mentioned that other observable 

inputs can be positive and negative depending on the current market. From the academic 

perspective other observable inputs should facilitate comparisons of companies for the 

investors. The academics also raised the question of the accuracy of the calculations used by 

the companies and not as much the inputs themselves since they are observable. 

 

We feel that investors should always be careful when making investment decisions that are not 

related to Level 1 inputs. The current market influences other observable inputs depending on 

the current state of it meaning that it can be influenced by for instance interest rates and 

exchange rates. From the theoretical framework we can see that there are many different 

valuation techniques that can be applied and therefore we would recommend the investor to 

consider the listed aspects. 

 

5.3.4 How do the unobservable inputs influence fair value measurements for investors?  

Penman discusses the use of estimates in fair value accounting in relation to intangible assets 

where he points out that estimates should be left to analysts and no accountants (2009, p. 359). 

Unobservable inputs are Level 3 fair value accounting inputs that are estimates made when 

there is no active market to get a fair value from (IFRS Foundation, IFRS 13, p. A425). As 

mentioned above Penman argues against using Level 3 valuation techniques for calculating a 

fair value since it is based on estimates (2007, p. 41), however Penman also defends using 

estimates by stating that almost everything in accounting is an estimate (2007, p. 41). In Level 

3 inputs the only information that is being provided by companies are the numbers that they 

have chosen and not the reasoning behind the choice of numbers. Our audit professional’s 

responses were that investors should proceed with caution since the quality of the fair value 

valuation depends on what data is used in the Level 3 inputs which is susceptible to 

manipulation as both Penman (2007) and Benston (2008) warn us about. One of our auditors 

answered this question in the general section however it is applicable here. He believes that it 

is a noticeable change that the unobservable inputs within Level 3 valuation techniques need to 

be quantified. In regards to the unobservable inputs in Level 3 valuation techniques and the 

increased disclosure requirements regarding choice of inputs he believes that it will influence 

share prices of companies using Level 3 valuation techniques.  The information that companies 

base the valuation upon is only available to the companies themselves according to one of our 

academics and therefore he states that it offers little security for investors. Furthermore 

investors need to take into consideration what data has been used as well as the quality of the 

data when dealing with unobservable inputs according to our audit professionals.  

 

From our empirical findings and the theories that we have gathered it seems that the 

unobservable inputs in Level 3 fair value accounting offer less security and therefore the 

investors should be care full when making their investment decisions based on Level 3 valuation 

techniques. The lower security can stem from the uncertainty of the data that has been utilized 

when calculating a Level 3 fair value, it can depend on the quality of the data that has been used 

or even the quality of the valuation team that are calculating the fair value. Furthermore the 

share prices for companies already using Level 3 valuation techniques might be susceptible to 

change which investors should take into consideration. An important aspect for an investor to 

take into consideration is that there may not be enough information from IFRS 13 regarding the 

transfer of assets and liabilities between different Levels. 

 

5.4 Theme 3: improvements  
The following theory relates to questions 8-11.  
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IFRS 13 has introduced an increase in disclosure requirements with the goal being to increase 

the qualitative characteristics of the conceptual framework of IASB so as to increase the 

understandability of the financial reporting for the investors. By increasing the 

understandability of the valuation techniques and the input data used by in these valuation 

techniques there is an expectation that it will aid the investors in understanding how the fair 

value measurement of an asset or liability was reached. Level 1 fair value offers only one 

valuation technique which is the active market whilst Level 2 and Level 3 offers multiple 

valuation techniques and therefore companies should disclose in detail what technique they 

have chosen to use and what input data was used.  

 

5.4.1 Do you believe that the current disclosure requirements are enough to show the 

investors a fair view of the valuation process?  

The general consensus among the audit professionals we have interviewed is that the current 

disclosure requirements are good but that there is room for improvement as to show a fair view 

of the valuation process to the investors. One of our audit professional’s raises the issue that 

whilst conducting fair value calculations there is usually an interval, for instance investment 

properties have a dividends pay-out interval of 5-9% but in IFRS 13 there is no need to state 

what the interval is only what number was used whilst making that calculation. The additional 

information of having the interval should allow investors to calculate for best and worst case 

scenarios on their investments and would therefore be a good addition to IFRS 13. But in 

general the audit professionals feel like the increased disclosure requirements were a step in the 

right direction for showing the valuation process. The majority of our academics agree with our 

audit professionals that it is a step in the right direction but one of our academics feels that there 

is a lack of focus on explaining why specific numbers were chosen in the calculations. Whilst 

another of our academics does not believe that there is enough information to show the investor 

a fair view of the valuation process. 

 

We believe that an improvement could be made to IFRS 13 disclosure requirements as a whole, 

but specifically it would be good to introduce intervals to IFRS 13 for calculations in the lower 

parts of the hierarchy so as to allow the investors to be able to predict best and worst case 

scenarios. The disclosure requirements in IFRS 13 are an improvement compared to previously 

however there could be more focus on why, and the reasoning behind choosing specific 

numbers so as to add to the transparency of the information towards investors. From an 

investors perspective it is good that IFRS 13 disclosure requirements includes that companies 

should disclose quantitative information when calculating a fair value estimate, the quantitative 

information provides the investor with a clearer view of the valuation process allowing them to 

draw their own conclusions. The value that the increased disclosure requirements can provide 

an investor with depends on how knowledgeable the investor is and how much time they can 

devote to evaluate an investment opportunity. Thereby the question lies on the willingness of 

the investor. 

   

5.4.2 How do you believe that the increased disclosure requirements will be useful to 

investors?  

The general consensus among the audit professionals and our academics is that the increased 

disclosure requirements will be useful to the investors. The auditors are of the opinion that the 

increased disclosure requirements will provide more information to the investor, however they 

are of different opinions of how much of an improvement the disclosure requirements in IFRS 

13 are for an investor. The academics specify different aspects of improvements that are 

important for the investor with the increased disclosure requirements. Investors will be able to 
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gain a clearer view of how the fair value has been calculated as well as what quantitative data 

has been utilized which means that the transparency of companies will increase.  

 

The increase of the available information should allow for better comparability between 

companies, proving it useful to investors. The investor should also be able to see what different 

methods of calculations has been used in order to reach the fair value estimate, meaning that 

companies should be more transparent. The increased transparency should furthermore show 

the investor what Level inputs have been used so that the investor can make an informed 

decision knowing what the value of an asset or liability is based upon. However there is room 

for improvement such as there should be more focus on why specific rates are chosen and the 

reasoning behind them. 

 

5.4.3 How do you expect share prices to react to the increased disclosure requirements?  

The majority of the audit professionals are united with their opinion that the increased 

disclosure requirements will not influence the share prices, whilst one of our academics believes 

that it can lead to less volatility in share prices, furthermore one of our auditors believes that 

share prices may increase. That the expected share prices will not react to the increased 

disclosure requirements can be due to that they can be seen to be based upon day-to-day 

activities and not as much the financial statements according to one of our auditors. 

 

From the information that we have gathered it does not seem as though the increased disclosure 

requirements will have any major influence on the share prices, this is also partly because it 

would depend on the efficiency of the stock market another factor is that most investors 

probably do not read the disclosures that can be found in the financial reports. Investors should 

remember to keep track of the day-to-day activities of the company that they are or want to 

make an investment in. Furthermore an investor also need to consider other factors that may 

influence the share price such as legal, social or ethical issues that a company may face. 

 

5.4.4 How do you believe that the increased disclosure requirements will affect the 

information asymmetry between informed and non-informed investors?  

With the new disclosure requirements in IFRS 13 there is a possibility of a reduction of 

substandard information quality in the disclosures due to stricter requirements for companies to 

follow while disclosing information and the requirement being gathered in one standard which 

makes it easier for non-informed investors to find. Furthermore with the new disclosure 

requirements in IFRS 13 the IASB are trying to increase the clarity of the available information 

by increasing the readability for non-informed investors. These changes may decrease the 

influence of the Lemon problem on the market as discussed by Akerlof (1970). The response 

from one of our audit professionals is that there is a possibility that the existing information 

asymmetry may decrease, similarly to Ferrari, Momente, and Reggiani (2012), but that this is 

dependent on non-informed investor’s willingness to partake in the information available to 

them. The theoretical view is that the information asymmetry should decrease as long as non-

informed investors are willing to partake in the disclosed information. The issue that some of 

our auditors and academics bring up is that non-informed investors will remain non-informed 

due to them not being willing to partake of the information available to them and thereby the 

information asymmetry could increase.  

 

On the topic of information asymmetry our aim was to gain insight into whether or not the 

increased disclosure requirements of IFRS 13 had any influence on the information asymmetry 

between informed and non-informed investors. We perceive that the increased disclosure 

requirements will theoretically have an influence upon the current information asymmetry 
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between informed and non-informed investors. However the influence might be insignificant 

since it is heavily reliant on an investors knowledge to be able to take part and understand the 

information available to them. The information asymmetry places a greater emphasis on the 

non-informed investor being willing to spend the time necessary in order to catch up with 

informed investors. Furthermore information asymmetry can also be dependent on what type 

of company the investors are investing in due to that IFRS 13 will have a greater influence on 

financial companies compared to their counterparts. 

 

5.5 Concluding Question  

5.5.1 What are your opinions on the influence that IFRS 13 has had on the valuation 

processes used when valuing investment properties?  

The requirements in IAS 40 relating to fair value estimations on investment properties have 

been replaced by the new requirements provided in IFRS 13. A study by Barth and Clinch 

(1998) which included investment properties, found that long-term asset revaluation was value 

relevant whilst comparing how share prices were affected by the revaluation of assets. This in 

turn suggests that investment property revaluation could influence share prices. Another study 

by Dietrich, Harris, and Muller (2001) found that it was quite common to slightly understate 

selling prices on investment properties within the UK, which may relate to a more conservative 

approach. Since the new disclosure requirements in IFRS 13 relating to investment properties 

demand a more detailed explanation of the valuation process we are interested to see if this will 

influence the valuation process. The consensus among half of the audit professionals that we 

have interviewed is that there should be an improvement with IFRS 13 as long as it is followed 

as close as possible, our academics agree with this to some extent since IFRS 13 could bring 

clarity and increased information to the investor compared to previously. However one of our 

audit professionals does not believe that the valuation method in IFRS 13 has changed enough 

compared to previous valuation methods for a major change to occur for the investor. When it 

comes to the requirements that have changed in relation to investment properties from IAS 40 

to IFRS 13 two of our audit professionals have not seen any major changes since companies 

who worked with investment properties already were required to disclose information of the 

inputs used and the quantifications. 

 

Even though the changes in IFRS 13 may not be significant enough to influence the valuation 

process while valuing investment properties the increased disclosures requirements in 

comparison to IAS 40 should be an improvement for investors aiding them in their decision 

making process due to that investment properties are commonly valued at fair value. Further if 

the shares of real estate companies drop the value is not reflected in the value of their investment 

properties, since the value of the investment properties do not decrease with the same amount 

as the share price in the internal records, this is an aspect that investors should bear in mind. In 

general IFRS 13 should provide the investor with more information than IAS 40 concerning 

investment properties, providing them with a better foundation to base their decisions upon. 

Investors could furthermore be aided in their decision making process since companies will 

have clearer guidelines that they need to follow meaning that the possibility of companies using 

their own models to calculate the fair value of an investment property could be reduce. The 

investor should also be privy to more details of how the calculations were made and what input 

data has been used during the calculations. This additional information should help them assess 

the accuracy of the fair value estimations.  

 

5.5.1.1 Do you believe that it will influence the investor decision making process? 

The opinions of the audit professionals we have interviewed are not unified one of our auditors 

does not believe that enough change has occurred for IFRS 13 to influence the investor decision 
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making process in regards to investment properties. However another of our auditors believes 

that if real estate companies were to start using the classifications for assets and liabilities as 

defined in IFRS 13 paragraph 94 it would provide the investors with more information than 

previously to base their decisions upon. One of our auditors believes that investors can be 

influenced when significant changes are made to Level 2 inputs so that they are reclassified as 

Level 3 inputs. There is also no definition for significant in IFRS 13 which means that the 

companies have to decide that themselves. Whilst the majority of our academics believe that 

the IFRS 13 influence on the valuation of investment properties will have a positive influence 

on the investors decision making process since IFRS 13 could provide the investor with more 

information as well as giving clarity regarding the nature of the investment properties. 

 

The investor’s decision making process will be influenced since there is more information 

available to the investors to partake of as well as the information being readily available due to 

it being gathered under one standard. But the responsibility does not lie solely on the 

companies’ ability to provide detailed financial reports but also on the investor’s initiative to 

partake in the information available in financial reports. The classification of assets and 

liabilities regarding investment properties will allow investors to gain insight into the nature of 

these assets meaning that they will have more information to aid them in their decision making 

process. Furthermore investors could also utilize their own calculations in order to assure that 

the value of the investment properties are accurate or in an interval that they deem to be accurate 

thereby aiding them when evaluating companies with investment properties.  

 

5.6 Reflections on the findings 
Previous research Our findings Comparison 

Theme 1:    

IFRS Foundation (2012) IFRS 13 helps to clarify the financial 

information to investors. 

Support 

IFRS Foundation (2012) IFRS 13 has enhanced some 

qualitative characteristics. 

Support 

Khurana and Kim (2003) Favored accounting model depends 

on investors preference 

Neither 

Theme 2:   

Sundgren (2013) Important that companies disclose all 

relevant information. 

Support 

Penman (2007) Investors should be cautious with 

Level 3 valuation measurements. 

Support 

Theme 3:   

IFRS Foundation (IFRS 13) The disclosure requirements will be 

an improvement for the investor. 

Support 

Hopkins (1996) More accurate view of how assets 

and liabilities are reported. 

Support 

Ferrari, Momente, and 

Reggiani (2012) 

Information asymmetry is dependent 

on the investor’s willingness to 

partake in the disclosed information. 

Partly support 

Table 4. Link between theory and findings 

5.6.1 Theme 1: Implementation of IFRS 13 

IFRS Foundation 2012 (2012) states that IASBs conceptual framework aims to assist the 

external users, especially investors, to understand the financial statements and their underlying 

information (IFRS Foundation 2012, 2012, p. 4). The findings from our analyses states that our 
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interviewees agree that IFRS 13 has managed to achieve this by gathering the available 

information concerning fair value under one standard and through stricter and more detailed 

disclosure requirements. Meaning that investors will have access to more detailed and accurate 

information.  Furthermore the increased disclosure requirements will support another aspect of 

the conceptual framework where the main objective is to provide information regarding current 

financial position, performance, and any changes in financial position (IFRS Foundation 2012, 

2012, p. 6) by having an improved and increased fair value. The increased fair value will lead 

to more relevance according to our findings, this relates to The IFRS Foundation 2012 (2012) 

qualitative characteristics that should be achieved through understandability, relevance, 

reliability, and comparability (IFRS Foundation 2012, 2012, p. 8). Furthermore relevance is not 

the only qualitative characteristic that has been improved with the implementation of IFRS 13 

our findings also point towards an increase in comparability, we can also see that from what 

our empirical data and analyses has shown is that the implementation of IFRS 13 should also 

increase the understandability of financial information for investors. On the other hand the last 

qualitative characteristic criteria regarding reliability has not been improved with the 

implementation of IFRS 13 according to the analyses of our empirical data. However we see 

the implementation of IFRS 13 as an overall success regarding the improvements of qualitative 

characteristics since it has improved three out of four characteristics. 

 

Khurana and Kim (2003) have tested whether fair value accounting is more informative than 

its counterpart historical cost accounting, their findings indicated that there was no noticeable 

difference in informativeness between the two accounting models (p. 40). The analyses of our 

empirical data shows that the information that an investor needs to make an informed decision 

is based upon previous experience. We have also found that it is a question of relevance versus 

reliability where fair value is more relevant and historical cost accounting is more reliable as 

well as a question regarding where the information should be sought out from whether it is the 

balance sheet or the income statement. Thereby the choice of accounting model depends on the 

investors preferences. These factors add a new aspect to take into consideration regarding the 

research that Khurana and Kim (2003) have done concerning the informativeness of fair value 

accounting and historical cost accounting. 

 

5.6.2 Theme 2: Level inputs 

Similarly to Sundgren (2013) the findings form our analyses also highlight the importance of 

disclosing relevant information so as to help investors evaluate the accuracy of fair value 

measurements in order for them to make an informed investment decision. With more relevant 

information investors will be able to see how companies have reached a fair value estimate for 

their assets and liabilities and increased disclosure should allow investors to make their own 

estimates thereby allowing them to make a more informed investment decision. From what we 

can gather from Sundgren (2013) and our analyses of empirical data the information can be 

linked to IFRS Foundation (IFRS 13). The link regards to the valuation techniques and inputs 

used for fair value measurements in relation to IFRS 13 wherein it says that companies should 

provide a detailed description regarding the choice of valuation technique as well as the inputs 

used in the valuation technique to reach a fair value estimate (IFRS Foundation, IFRS 13, p. 

A427). However Penman has argued against the use of Level 3 fair value measurements due to 

them being based upon unobservable inputs which in turn are estimates (2007, p. 41) these 

estimates are calculations that the companies have made themselves. According to the analyses 

of our empirical data we can see that investors need to be cautious when making an investment 

decision when dealing with companies who employ a lot of Level 3 assets and liabilities. The 

reasons behind the caution is due to companies using their own calculations there is little control 

behind these making them more susceptible to manipulation and bias which is in support of 
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Penman’s (2007) article. However the implementation of IFRS 13 has provided the investor 

with more information regarding how the valuation techniques are applied as well as how they 

are constructed. Furthermore the increased disclosure requirements of IFRS 13 should allow 

investors to review the estimates that the companies have made and be able to check if they are 

in an accurate range regarding their estimate.  

 

5.6.3 Theme 3: Improvements 

According to IFRS Foundation (IFRS 13) companies need to disclose information with enough 

level of detail to satisfy the disclosure requirements in IFRS 13 as well as to consider if investors 

need additional information to evaluate the quantitative information disclosed (p. A426). 

Companies also have a minimum disclosure requirement needed for each Level of valuation 

method, lower Levels need more disclosed information (IFRS Foundation, IFRS 13, p. A426). 

From our analyses we can gather that the increased discloser requirements will be an 

improvement for the investor, however some of our empirical data argue how much of an 

improvement it will be but that it is an improvement overall. This will allow investors to partake 

of more information when making an informed investment decision giving them a wider bases 

for their decision making process since they will gain better comparability as well as 

transparency. 

 

According to Hopkins (1996) the users of financial statements could gain preconceived notions 

about the items reported in the financial statements based upon how they were presented. The 

results from our analyses indicates that the implementation of IFRS 13 has led to more accurate 

regulations concerning how a company is to disclose information and what information is to be 

presented to the end user. This combined with the added information available to investors 

should reduce the variation of preconceived notions perceived by investors and other end users 

of financial statements concerning items reported in the financial statement.  

 

A study conducted by Ferrari, Momente, and Reggiani (2012) observed lower information 

asymmetry for companies that report in accordance to IAS and that information asymmetry 

should be reduced with higher quality accounting (p. 549). From our analyses we can see that 

our results partly support the study conducted by Ferrari, Momente, and Reggiani (2012) 

however we found that a reduction in information asymmetry is highly dependent on the 

investor’s previous knowledge and their willingness to partake in the disclosed information 

available to them. The implementation of IFRS 13 should reduce the information asymmetry 

since it will be easier for investors to partake of information due to the information being 

gathered under one standard meaning that it is more readily available. However it is also 

dependent on the type of assets that a company holds, since IFRS 13 will have a greater 

influence on the information asymmetry of a financial company than an industrial company. 

This means that investors information asymmetry for industrial companies will have little to no 

change. On the other hand the difference between informed and non-informed investors of 

financial companies has the possibility to be reduced with the implementation of IFRS 13. 
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Chapter 6: Conclusions 

This chapter is designed to provide the authors with an opportunity to tie the 

work together and reveal our own opinions on the results of the study. 

Furthermore we will present what our findings imply for an investor and what 

theoretical implications have occurred. This chapter is concluded with a 

limitation section and our recommendations for future studies. 

 

This thesis is designed to gain a deeper understanding of how the increased disclosure 

requirements that come with IFRS 13 influence the investor decision making process, through 

the eyes of auditors and academics. Previous research in regards to IFRS 13 has mostly been 

done by IASB during the development process. However a limited amount of research has 

occurred regarding IFRS 13 since its implementation. The theoretical framework that we have 

gathered indicates that IASB decision to implement IFRS 13 was to strengthen the IASB 

conceptual framework, which is focused on external users of the financial statement especially 

investors. This is one of the main reasons of why we believe that this research can contribute to 

a better understanding of existing theories and in practice. Since this is a qualitative abductive 

study our conclusion will be aligned with abduction, therefore we aim to answer our research 

question and build new knowledge. Furthermore the problem with our data collection method 

lied with the quantity of respondents and fortunately not the quality of gathered data.  

 

6.1 Answer to our research question and building new knowledge 
In the beginning of our research study we stated the following research question and it has been 

the core of our thesis and will be answered below.  

 

How do auditors and academics perceive the influence on investing decisions of the IFRS 13 

increased disclosure requirements in regards to fair value accounting? 

 

Firstly the increased disclosure requirements have successfully enhanced the qualitative 

characteristics of the IASB conceptual framework, with a focus on relevance and comparability. 

This ensures that the external user of financial reports especially investors are provided with an 

increased amount of relevant information to base their investment decisions upon and allow 

them to compare companies more accurately allowing investors to make an informed 

investment decision. This is further enhanced by IFRS 13 gathering the majority of the available 

regulations concerning fair value accounting under one standard which eases its accessibility 

for the concerned investor. The increased accessibility gives the non-informed investors a 

chance to reduce the information asymmetry between themselves and informed investors. 

 

From our analysis of the empirical data we have spotted that the changes that have occurred 

with the implementation of IFRS 13 are significant enough for financial companies to change 

their reporting concerning the fair value valuation process. However we have also realized that 

for private equity companies, real estate companies, and industrial companies these changes 

have not been significant. Therefore on this topic the most important change has occurred in 

financial companies who value the majority of their assets and liabilities to fair value in 

accordance with IFRS 13. Therefore the changes in the valuation process for financial 

companies could influence the investor’s decision making process. However there has been no 

significant changes for industrial companies that could influence the investor decision making 

process. 
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While making investment decisions during a financial crisis investors should not be too 

concerned with what accounting model is used since there are other factors in play during a 

financial crisis, therefore an investor needs to consider the current market as well when making 

an investment decision. However fair value accounting is considered to provide the investor 

with more detailed analytical information and enhances the comparability between companies. 

 

Concerning the valuation techniques used in the fair value accounting hierarchy they have 

proven to be as accurate as they can be. Whilst Level 1 valuation techniques are the most 

accurate and relevant for investors to base their decisions upon since they use an active market, 

Level 2 and Level 3 valuation techniques are not as accurate. This is because they rely on 

estimates of other observable and unobservable inputs which allow them to become susceptible 

to manipulation and bias, this is especially true for Level 3 valuation techniques. However in 

the majority of cases Level 2 inputs can be seen as a good substitute since it relies upon 

standardized data and therefore the investor only needs to rely upon the skill of the valuation 

team. We believe that under the circumstances the valuation techniques are accurate enough for 

investors to base their decision upon, however investors should proceed with caution while 

investing in companies that use Level 3 valuation techniques and Level 3 input data. 

 

The increased disclosure requirements have partially been implemented to provide the investor 

with a deeper understanding of the valuation techniques chosen by companies, however this is 

more relevant for financial companies than industrial companies. In general the current 

disclosure requirements are good but there is room for further improvement to further clarify 

the valuation process to the investor. These improvements would include an introduction of 

mandatory discount rate intervals at lower hierarchy levels and additional disclosure 

requirements in regards to why specific rates are chosen. These improvements would allow 

investors to gain access to more information and help them in the process of making an 

informed investment decision. The investor’s ability to make an informed investment decision 

has already been enhanced through the redefined classification system in IFRS 13 paragraph 94 

which will allow investors to gain additional information concerning the nature of assets and 

liabilities that a company holds. The classification system is especially useful for investor 

decisions when it comes to making decisions concerning investment properties since it clarifies 

the nature of the assets and liabilities. Overall the increased disclosure requirements are an 

improvement for the investor decision making process this is partly due to IFRS 13 providing 

the investor with relevant data as well as it allows the investor to more accurately compare 

companies thereby allowing them to make an informed investment decision. However the 

improved disclosure requirements are heavily reliant on the investors voluntarily seeking out 

and partaking in the new information available to them. This in turn should reduce the 

information asymmetry between informed and non-informed investors. 

 

6.2 Implications for Investors 
In the beginning of this study we stated what our purpose would be, we wanted to investigate 

if there are any consequences from the increased disclosure requirements in regards to fair value 

accounting of IFRS 13 in relation to investors investing decision. We further aimed to 

investigate the change of disclosure requirements compared to previous standards and how this 

may have influenced investors’ decision making process. Lastly we wanted to investigate if 

increased disclosure requirements have any influence on the investors’ decision making 

process.  

 

During the course of our analysis of the empirical data that we have gathered we found that 

there are a variety of consequences of the implementation of IFRS 13 and of the disclosure 
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requirements of IFRS 13, however most of these are beneficial to the investor. The change of 

disclosure requirements compared to previous standards have heavily been focused on the 

difference between IAS 40 and IFRS 13 in regards to investment properties as well as the 

classification system of IFRS 7 compared to the redefined classification system in IFRS 13. 

The analysis of our empirical data suggests that the change in regards to investment properties 

and for industrial companies have not been major, with an exception of the redefined 

classification system in IFRS 13, which has the characteristics to be quite beneficial in terms of 

information for investors. However we have seen that there has been improvements for 

investors who choose to invest in financial companies where the investor gains more 

information regarding the valuation process of financial assets and liabilities. The increased 

disclosure requirements of IFRS 13 should not influence the investor majorly according to our 

analysis of empirical data unless they are investing in financial companies, however the 

empirical data shows that investors should be mindful of Level 3 valuation techniques.  

 

The main implication this study has for investors is that they are provided with detailed 

information regarding Level 3 valuation techniques and whilst they are reliable enough under 

the circumstances for investors to base their investment decision upon. We recommend that 

such investments are made with caution and for investors to take into consideration that the 

inputs used in Level 3 valuation techniques are susceptible to manipulation and bias since they 

are based upon companies own calculations. That being said the increased disclosure 

requirements do provide investors with an increased amount of relevant and detailed 

information which enhances the transparency of companies the increased disclosures will also 

provide investors with increased comparability of different investment opportunities. This in 

turn should provide investors with the ability to make a more informed investment decision in 

comparison to before the implementation of IFRS 13. IFRS 13 does not have a significant 

influence on the valuation process for investment properties and industrial companies which 

means that there should not be any significant value changes to investment properties and 

industrial companies. However IFRS 13 have influenced the valuation process for financial 

companies allowing investors to gain more information. Furthermore to fully benefit from the 

changes that come with the implementation of IFRS 13 the investor needs to voluntarily seek 

out the additional disclosures in financial reports. 

 

6.3 Theoretical Implications 
Previous research has discussed the accuracy of the valuation techniques employed in the fair 

value hierarchy. Our research lends strength to Penman’s (2007) and Benston’s (2008) 

arguments concerning the manipulability of the inputs used in Level 3 valuation techniques. 

This research further strengthens Penman’s (2007) argument that the inputs used in Level 3 

valuation techniques are less reliable due to them using estimates. Our study shows that the 

valuation techniques used in the fair value hierarchy are accurate enough for investors to base 

their decisions upon as long as the inputs used are accurate and that the valuation team are 

skilled enough to conduct the calculation accurately. 

 

Laux and Leuz (2009; 2010) stated that the choice between fair value and historical cost 

accounting had no significant influence on the financial crisis of 2008 and it was rather caused 

by other factors, therefore our research lends strength to this argument. 

 

The results from our research suggest that the implementation of IFRS 13 could mean a 

reduction in information asymmetry between informed and non-informed investors, however 

this is reliant upon investors voluntarily seeking out the additionally disclosed information in 

the financial reports. 
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Lastly our research provides feedback to standard setters in regards to the influence that IFRS 

13 has had upon the investor decision making process as well as suggestions on improvements 

in regards to adding mandatory disclosure requirements concerning what intervals have been 

used for discount rates and why they were chosen we also suggest for IASB to consider 

including credit risk as a part of fair value disclosure requirements. 

 

6.4 Limitations and Future studies 
There are several limitations to our research study, firstly IFRS 13 became mandatory the first 

of January 2013 and during our research process we noticed that this has resulted in there being 

a limited amount of expertise available, fortunately we did manage to get high quality on the 

interviews that we conducted. We have found that finding willing participants for our interviews 

has taken up large amounts of our available research time, another effect of IFRS 13 being 

newly implemented has been the lack of experience of audit professionals and academics and 

therefore we have had a lot of rejections. Both of these limitations have resulted in a smaller 

number of respondents thereby resulting in a smaller sample then we would have expected and 

wanted. We would recommend for future qualitative studies on recently implemented IFRS 

standards to do preliminary research in regards to availability of knowledgeable individuals so 

as to minimize the time spent on gathering empirical evidence and gaining an increased sample 

size.  

 

Another limitation that arises with a qualitative case study containing semi-structured 

interviews is that it does not represent the population as a whole due to the sample size being 

small. Therefore one of our recommendations for future studies would be to adopt a quantitative 

approach so as to better represent the population of investors. 

 

Future studies concerning changes for investors that may have occurred with the 

implementation of IFRS 13 could explore changes in share prices relating to the increased 

disclosure requirements in IFRS 13. We would recommend that such a study be quantitative 

and done over the span of five years so as to allow time for the changes to take effect. We would 

also recommend that such a study include how it is implemented in different countries under 

IFRS regulation with a multi country comparison, so as to identify whether country dimensions 

matter because this has not been included in our study. 

 

Future researchers could also be interested in further exploring topics such as: The reliability of 

the valuation estimates used in Level 2 and Level 3 valuation methods, The valuation processes 

used in fair value accounting, and The accuracy of Level 3 valuation techniques. 

 

Further research could be done within our topic by exploring the opinions of investors and 

management within companies to gain a broader perspective. 
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Appendix 1: Swedish interview guide  
Anser du att implementationen av IFRS 13 har varit en stor förändring/förbättring för 

investerare? 

 

Tema 1: Implementationen av IFRS 13 

1. Hur relaterar implementationen av IFRS 13 till IASB föreställningsram? 

 

a. Vad anser du vara den största förändringen för investerare? 

 

2. Anser du att implementationen av IFRS 13 har kunnat förtydliga värderingsprocessen för 

verkligt värde till investerare? 

 

3. Vad är dina fuderingar angående värdering till verkligt värde i jämförelse med 

anskaffningsvärde? 

 

a. Dess influenser på finansiella krisen i relation till marknads priser? 

 

b. Vilken av dessa tror du är den som investerare föredrar? 

 

Tema 2: Nivåer inom IFRS 13 

4. Vad är dina synpunkter på värderings estimationerna som används i Nivå 2 och Nivå 3 

värderings data? 

 

5. Hur korrekta är värderings metoderna som används I nivå 2 och nivå 3 enligt dig? 

 

a. Anser du att de är nog korrekta för investerare att fatta beslut baserat på dem? 

 

6. Hur påverkar andra observerbara data värderingen av verkligt värde för investerare? 

 

7. Hur påverkar icke-observerbara data värderingen av verkligt värde för investerare? 

 

Tema 3: Förbättringar 

8. Anser du att dom nuvarande upplysnings reglerna är tillräckliga för att visa investerare en 

rättvis bild på värderings processen? 

 

9. Hur tror du de nya upplysnings reglerna kommer vara användbara för investerarna? 

 

10. Tror du de ökade upplysnings kraven kommer ha någon påverkan på aktie priserna? 

 

11. Hur tror du att de ökade upplysnings kraven kommer påverka Informationsasymmetrin 

mellan informerade och icke-informerade investerare? 

 

Sammanfattning 

12. Vilken syn har man på IFRS 13 påverkan på värderingar av förvaltnings fastigheter? 

 

a. Tror du att det kommer ha något inflytande på investerares besluts process? 
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Appendix 2: English interview guide 
Do you consider the implementation of IFRS 13 a major change/improvement for investors? 

 

Theme 1: implementation of IFRS 13 

1. How does the implementation of IFRS 13 relate to IASBs conceptual framework? 

 

a. What is the most important change for an investor? 

 

2. Do you believe that the implementation of IFRS 13 has been able to clarify the valuation 

process of fair value measurements to investors? 

 

3. What are your thoughts on fair value versus historical cost accounting? 

 

a. Influence on financial crisis, in relation to market prices? 

 

b. Which one do you think is preferable to an investor? 

 

Theme 2: level inputs 

4. How do you perceive the valuation estimates used in Level 2 and Level 3 valuation inputs? 

 

5. What is your opinion on the accuracy of the valuation techniques used in Level 3 inputs? 

 

a. Do you believe that they are accurate enough for investors to base their decisions upon? 

 

6. How do the other observable inputs influence fair value measurements for investors? 

 

7. How do the unobservable inputs influence fair value measurements for investors? 

 

Theme 3: improvements 

8. Do you believe that the current disclosure requirements are enough to show the investors a 

fair view of the valuation process? 

 

9. How do you believe that the increased disclosure requirements will be useful to investors? 

 

10. How do you expect share prices to react to the increased disclosure requirements? 

 

11. How do you believe that the increased disclosure requirements will affect the information 

asymmetry between informed and non-informed investors? 

 

Concluding question 

12. What are your opinions on the influence that IFRS 13 has had on the valuation processes 

used when valuing investment properties? 

 

a. And in what way will it influence investor decisions? 


