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Executive Summary 

The purpose of this paper is to shed light on the perceived usefulness of annual report among 

different user groups in Denmark; the position of annual report among different information 

sources; the importance of the different parts of the annual report and last but not least, the 

importance of the different information elements/items within management commentary and 

note disclosures part of the annual report. This study is significant for both researching and 

policy-making purposes.  

In this study, we have chosen to conduct the electronic questionnaire survey towards six pre-

defined respondent groups: professional investors, private investors, analysts, bank employees 

who engage in credit rating, bank employees who engage in corporate advisory, and 

journalists.  

We applied statistic tools from SAS to analyze data collected from the survey. The applied 

statistic tools in this paper include one-way analysis of variances, Tukey’s Honestly 

Significant Difference test, Wilcoxon Rank-sum test and Student’s t-test. 

The findings confirmed the three hypotheses we formed for the study: annual reports are 

perceived to be useful in general; different information items in the management commentary 

and note disclosures are perceived to be of different usefulness; and different user group has 

different information need, thus different user perceptions towards annual report information 

items. 

We further find out that financial statements part is perceived to be the most important 

component in annual report and management representation and auditors’ report is perceived 

to be the least important component. Note disclosures and management commentary are 

perceived to be of same level of importance following financial statements. In the 

management commentary part, description of the company’s projected development and 

description of business activities and relationships in the past year are perceived to be the two 

most useful elements, while information regarding corporate governance and corporate social 

responsibility are perceived by users to be the two least importance. In the note disclosure part, 

specification of special items in the income statement; acquisition of subsidiaries and 

operations and significant and critical accounting estimates are the three highest ranked note 

disclosure items, and disclosure of fees to the auditors is perceived to be significantly less 

important than all the other note disclosure items. 
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1. Introduction 
1.1 Background 
Customer need is an everlasting focus in every business. If a product cannot fulfill the needs 

of its customers, then there is no point of it existing anymore. Customer satisfaction surveys 

are widely seen as an efficient tool of improving product quality and reducing costs. Annual 

report, like any other product, also has its own customers – the financial report users, such as 

analysts, investors, creditors and et cetera.  

A line of research that focuses on the usefulness of annual reports was started from the 70’s. 

Various surveys and studies were carried out to elicit user perceptions on the values and 

importance of annual reports in the aim of further improvements. One of the most important 

studies was conducted by the American Institute of Certified Public Accountants (AICPA, 

1994) ,which examined the user information needs and gave out three general suggestions in 

the famous Jenkins Report for future business reporting, which are still relevant as of today: 

Business reporting needs to 1) provide more information with a forward-looking perspective; 

2) focus more on the factors that creates longer term value; 3) better align information 

reported externally with the information reported internally to management. (p. 4-5)  

Following the publication of the Jenkins Reports, many organizations and researchers have 

involved in the studies of improving business reporting disclosures to meet the changing 

needs of users. As pointed out by the International Auditing and Assurance Standards Board 

(IAASB) in its discussion paper ‘The evolving nature of financial reporting’, since business 

and capital market has become more challenging, with greater complexity in business models, 

sources of risk and uncertainty, as well as greater sophistication in how risk is managed,  

financial reporting disclosure requirements and practices have had to respond to these 

changes by shifting from simply providing breakdowns of line items on the face of the 

financial statements to providing more detailed disclosures, including disclosure of 

assumptions, models, alternative measurement bases and sources of estimation uncertainty, 

among others. (p. 5)  

‘The evolving nature of financial reporting’ furthermore identified several trends of financial 

reporting disclosures: 1) Increasing length and complexity of financial statement disclosures: 

the disclosures were once primarily related directly to further explanations of line items on the 

face of the financial statements, but they are now more likely to include a variety of 
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disclosures in addition to the traditional disclosure items such as factual information about the 

entity; judgments made in the process of applying accounting policies and management 

decisions and reasons for the policies or decisions selected/made; assumptions, models and 

inputs to the calculations of items in the financial statements; sources of estimation 

uncertainty and sensitivity analysis disclosures; descriptions of internal processes, just to 

name a few. 2) The blurring of the boundaries of financial reporting: for example, under 

IFRSs certain mandated disclosures can be presented outside of the financial statements in a 

document that is made available on the same terms as the financial statements and at the same 

time with cross references from the financial statements to that information. 3) Developments 

in the conceptual framework of accounting standards with an increasing emphasis of 

relevance and faithful representation over reliability, which furthermore requires four 

enhancing qualitative characteristics, and they are comparability, verifiability, timeliness and 

understandability. 4) Increasing use of objective-based disclosure requirements: for example, 

IFRS states that an entity shall disclose information that enables users of its financial 

statements to evaluate the significance of financial instruments for its financial position and 

performance. These objective-based disclosure requirements create particular challenges for 

preparers and emphasize providing users with decision-useful information, though this may 

come at a cost. 

One side effect of the contemporary financial reporting disclosure trends is however quite 

obvious: the annual reports become thicker and thicker. Nowadays, most of the annual reports 

for listed companies are over 100 pages. Just to list a few examples in Denmark for the 

reporting year 2010: A.P. Moller Maersk published an annual report of 168 pages; 

Carlsberg’s annual report was 163 pages; and Vestas’s annual report was a little bit thinner at 

152 pages, et cetera. A recent Deloitte U.K. publication quoted by IAASB in its discussion 

pager mentioned above indicated that in 1996 the average length of a U.K. annual report was 

44 pages, whereas in 2010 it grew to 101 pages. No doubt that each year, companies spend 

substantial amount of time and resources on producing annual reports and this seems to be the 

trend over the years.  

Over the past decade, concerns about the increasing complexity and decreasing relevance of 

financial reports have been growing. According to Financial Reporting Council’s discussion 

paper “Louder than Words”, many people point to the increasing length, complexity and 

detail of annual reports and the regulations that govern them as evidence that we do have a 
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problem in that perspective. Others are more worried that reports no longer reflect the reality 

of the underlying businesses, with key messages lost in the clutter of lengthy disclosures and 

regulatory jargon. One widely acknowledged problem is that reports currently aim to please 

too many different types of users and there is a need to refocus them on their primary purpose: 

to provide users with information that is useful for making resource allocation decisions and 

to assess management’s stewardship. 

With concerns about the increasing complexity and decreasing relevance of financing reports 

and the evolving nature of financial reporting – various trends shaping the various aspects of 

annual reports, authors of this report, one who has worked for over three years as a preparer of 

annual report in one of the biggest Danish listed companies, and the other one who will be 

working for the finance department in another major Danish company, cannot stop wondering: 

are annual reports becoming more useful along with the increasing of disclosure items? After 

studying some of the research results, the answer we got seems to be ‘No’. A revisit of Lee 

and Tweedie’s 1975 research by Bartlett and Chandler (1997) reveals that according to private 

shareholders, little has changed over the past 20 years despite the efforts of the accounting 

professions and the corporate communities to improve the communication between 

management and shareholders. Similar conclusion was reached in International Federation of 

Accountants (IFAC)’s study in 2008 on the current perspectives and directions of financial 

reporting supply chain: Although, corporate governance and the process of preparing financial 

reports were clearly improved during the last five years, the financial reports did not become 

more useful according to the perceptions its users. Thus, the usefulness of annual report 

remains an issue, despite the increased disclosure requirements and the increased information 

contents contained in annual reports.  

What is then the main reason that hinters the usefulness of annual reports? The answer seems 

to be the clutter in annual reports. The Financial Reporting Council (FRC, 2011) defines 

clutter as ‘immaterial disclosures that inhibit the ability to identify and understand relevant 

information and explanatory information that remains unchanged from year to year.’(p.6). 

The FRC claims that ‘clutter undermines the usefulness of annual reports and accounts by 

obscuring important information and inhibiting a clear understanding of the business and the 

issues that it faces.’ (p.2). Thus, in order to improve the usefulness of annual reports, the 

IFAC calls for cutting clutter in annual reports. 
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1.2 Purpose of the Study and Motivations 
The purpose of our study is thus to find out the usefulness of annual reports in Denmark  

comparing to other source of information as of today, and to find out the information needs 

among different user groups in order to identify the clutter in annual reports. 

Our research question is: How different user groups in Denmark perceive today’s 

annual report? 

Throughout our research, we would first like to collect information from different user groups 

of annual report – not only professional investors and analysts whom lots of the previous 

researches were focused on, but also other types of users, such as employees from the 

different types of banks, private investors, et cetera – on whether they perceive annual report 

as still being useful, and compare the responses from different user groups. We would also 

like to find out which information items in the annual reports are particularly more useful than 

others and which information items are not useful at all to users.  

If we take a closer look at the published annual reports, we can see that management 

commentary and notes disclosures take up the majority of space in the annual reports. For 

example, A.P. Moller Maersk’s management commentary (titled as ‘Directors’ report’) takes 

up 45 pages and notes disclosures takes up 52 pages in its 168-page 2010 annual report. We 

thus would like to focus our analysis on management commentary and notes disclosures, 

trying to find out which information items in these two parts are useful and which information 

items are redundant. 

Our study is significant for both researchers and policy makers. From research perspective, 

this study can be used to fill the knowledge gap regarding the usefulness of annual reports in 

Denmark. Within the recent years, there was only one relevant study carried out by Frank 

Thinggaard and Jesper Dankler (2008) regarding the usefulness of annual report in Denmark. 

The focus was on testing the statistical relation between accounting information and returns 

from the stock market, and the results indicates that value-relevance of accounting 

information is unchanged over the investigated period (1983-2001). Our study is aiming at 

addressing the issue of annual report usefulness by a more direct approach – user survey. 

There was only one survey on user perceptions towards annual reports in Denmark, which 

was carried out by Bent Warming- Rasmussen from South Denmark University (SDU) in 

1998. Now over ten years has passed and we feel there is a need for a new survey to be 
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carried out in Denmark, which reflects the annual reports disclosures as of today. Our survey 

can result in a database of user information needs, which can be used for further studies. For 

example, project such as the Enhanced Business Reporting Consortium (EBRC) which aims 

at eliminating stale and redundant disclosure in the annual report can find information in our 

database on which information items are not used by users and thus can be eliminated. 

From policy perspective, even though we may not be able to make formal policy 

recommendations due to the lack of cost-benefit analysis, we would like to convey a message 

from our research to policy makers that information contains in annual reports is not the more 

the merrier. Users might get lost in excessive information, and some of the information might 

never be read by users. Policy makers may need to think about what kind of information to be 

included in the annual report. Besides, if our research result shows that different user groups 

have different information needs and use annual reports differently, policy makers may think 

about the possibility of making different annual report templates for different user groups to 

address different user needs more effectively. 

Furthermore, our study may also have some implications for preparers and auditors on how to 

improve the quality of the annual reports in the future. For example, preparers may think 

about re-allocating more resources to prepare the parts that are more useful to users and make 

more voluntary disclosure in these parts. 

1.3 Hypotheses  
In order to answer our research question, we have three hypotheses to be tested in our 

research: 

Hypothesis One: Annual reports are perceived to be useful in general. 

This hypothesis addresses the purpose of our study directly. By testing this hypothesis we will 

be able to find out the usefulness of annual reports comparing to other source of information. 

We plan to ask users which methods of analysis they are using when making decisions and 

which information sources are important to them. Mean is going to be used to rank the 

different analyst methods and the different information sources. One-way ANOVA will be 

used to test whether the differences among the different analysis methods and information 

sources are significant. The Tukey’s Honestly Significant Difference (HSD) test will then be 
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used to find out where the significant differences exist. Wilcoxon Signed-Rank test will be 

used to do robust check of the testing result. 

Hypothesis Two: Different parts of annual report, different information items in the 

management commentary and note disclosures are perceived to be of different usefulness to 

annual report users. 

This hypothesis will help us identify which information items are useful and which are not, 

perceived by respondents, in order to find out the “clutter” in annual reports. We plan to break 

down the management commentary and note disclosure parts into different information items 

and ask users to rate their needs and usage of the different items. Mean will be used to rate the 

different information items. One-way ANOVA will be used to test whether the differences 

between the different information items are statistically significant, and Tukey’s HSD test 

will be carried out to find out which items are significantly different from another. Wilcoxon 

Signed-Rank test will be used to do robust check of the testing result. 

Hypothesis Three: Different user group has different information need, thus different user 

perceptions towards annual report information items. 

This hypothesis will help us identify the differences between user groups, and indicates for 

future studies on which user groups can be grouped together. For example, if our survey 

results show that the information needs for analysts and professional investors are similar, 

then researchers might not need to address them separately. Besides, by testing this 

hypothesis we will be able to show to policy makers the possibility of making different annual 

report templates for different user groups to address specific user needs more effectively. This 

hypothesis can be tested by first carrying out the one-way ANOVA procedure per each 

information item to find out whether different user groups perceive the individual information 

items significantly differently. If yes, t-tests for the information items between paired user 

groups will be carried out to find out which user groups have different user perceptions. 

1.4 Structure of the Thesis 
Chapter two contains a literature review. The objective of this chapter is to review critical 

points of developed knowledge including substantive findings as well as theoretical and 

methodological contributions to our topic. It begins by outlining and presenting different 

literatures according to their supporting themes. The different themes are: 1). Recent ongoing 
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discussions and researches regarding financial reporting; 2). Respondent group selections; 3). 

Survey design; 4). Hypothesis testing methods; 5). Study result comparisons. It then identifies 

“holes” for research focuses that we identified for this study, i.e. the areas that this paper 

could contribute to. 

Chapter three presents our research approach. It begins by presenting the research design: 

why we use survey; what kind of survey we use; how we decided on the respondent groups 

and the final respondent rates; and which questions are asked in the survey and how they are 

designed. It then describes the data collecting process, such as how many reminders were sent 

out, et cetera.  It also points out the research limitation in the end. 

Chapter four presents a descriptive statistical analysis of the survey result. It provides readers 

a quantitative description of the main features of the data we collected from the survey; 

explains the result of each survey question and highlights the important findings regarding the 

views of each respondent group respectively. This chapter serves as a foundation to the 

hypotheses testing conducted in the next chapter. 

Chapter five presents the main results by testing the three hypotheses. Hypothesis one is about 

the overall perception (by all respondents) of the usefulness of annual report; hypothesis two 

conducts the analysis at the level of individual annual report information items; and 

hypothesis three makes explicit comparisons between the views of paired respondent groups. 

Chapter six presents the main finding from this study. These finding are discussed generally, 

prior to a discussion of the implications of the study’s findings for preparers and policy-

makers. Furthermore, suggestions for further research will also be discussed. 
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2. Literature Review 
This chapter aims to review critical points of developed knowledge including substantive 

findings as well as theoretical and methodological contributions to our topic. The purposes of 

presenting and analyzing selected literatures in this chapter are: 1). to support main bodies of 

this paper. For example, sounded empirical researches are used as a foundation for various 

parts of this paper, such as motivation, research purposes, survey design, hypothesis testing, et 

cetera; and 2). to find “holds” for further studies. Thus this chapter begins by outlining and 

presenting different literatures according to their supporting themes. The different themes are: 

1). Recent ongoing discussions and researches regarding financial reporting; 2). Respondent 

group selections; 3). Survey design; 4). Hypothesis testing methods; 5). Study result 

comparisons. It then identifies “holes” for research focuses that we identified for this study, 

i.e. the areas that this paper could contribute to. 

2.1 Literature Review Based on Supporting Themes   
As mentioned above, we have five different themes specified in terms of how to organize the 

supporting literatures for this paper. Below, under each theme, we will provide a summary of 

background and main research findings of the relevant literature. We will also point out the 

contributions of the literature to the specific theme.  

2.1.1 Recent Ongoing Discussions and Researches Regarding Financial 
Reporting  

The last decades have seen major changes in business and capital market. Business models 

have become much more complicated with the developments in information technology. 

Globalization has intensified business competition. Risk management becomes critical when 

doing business. In response to these changes, annual reports disclosure requirements and 

practices have also been evolving. Companies began to change the types of information that 

they provide in the annual reports to the public. Instead of simply providing the breakdown of 

line items, companies begin to provide more detailed disclosures to accommodate users’ 

needs. User orientation becomes the trend in annual reports. Various surveys and studies were 

carried out to elicit user perceptions on the values and importance of annual reports. 

One of the most important studies that adopts user orientation was conducted by the American 

Institute of Certified Public Accountants (AICPA, 1994). AICPA formed a research group, so 

called Jenkins committee in 1991 and carried out a three-year study on what information 

should companies provide to investors and creditors, and to what extend should auditors be 
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associated with that information. As part of the study, a user needs survey was sent out to 

1200 professional investors and creditors and their advisors. Basing on the survey result and 

other studies, Jenkins committee gave out three general suggestions for future business 

reporting, which are still relevant as of today: business reporting needs to 1) provide more 

information with a forward-looking perspective; 2) focus more on the factors that create 

longer term value; 3) better align information reported externally with the information 

reported internally to management (p. 4-5). 

There was also one survey study on user perceptions towards annual reports in Denmark, 

which was carried out by Bent Warming- Rasmussen from South Denmark University (SDU) 

in 1998. This study uncovered what information was considred useful by shareholders, 

creditors and financial journalists. It also examined the information value of alternative 

valuation principle, and what alternative sources of information the three user groups were 

using. 

Changes in the annual reports disclosures, however did not seem to have improved the 

usefulness of annual reports. Bartlett and Chandler (1997) conducted a postal questionnaire to 

seek the readership of annual report to shareholders. Through a partial replicate of the Lee and 

Tweedie’s 1975 research, it revealed that according to private shareholders, little has changed 

over the past 20 years despite the efforts of the accounting professions and the corporate 

communities to improve the communication between management and shareholder.  

Similar conclusion was reached by International Federation of Accountants (IFAC). IFAC 

carried out a global survey in 2007 towards all parts of the financial supply chain including 

users, preparers, auditors, standard setters and regulators, on the result of the significant 

efforts placed on change and improves of financial reporting in recent year. 341 responses 

around the world were received. The result of study showed that although corporate 

governance and the process of preparing financial reports were clearly improved in the last 

five years, the financial report did not really become more useful according to the perceptions 

of its users. 

In recent years, many organizations have analysed the disclosure trends and issued proposals 

for changes regarding financial reports in order to improve the usefulness of them. The 

International Auditing and Assurance Standards Board (IAASB) in its discussion paper ‘the 

evolving nature of financial reporting: disclosure and its audit implication’ identified nine 

categories of disclosures included in contemporary financial statements: significant 
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accounting policies; components of line items; factual information about the entity; 

judgments and reasons; assumptions/models/inputs; sources of estimation 

uncertainty/sensitivity analysis disclosures; descriptions of internal practices; disclosure of 

fair value of an amount recorded on the balance sheet using a different measurement basis; 

and objective-based disclosure requirements(p.10). 

The Financial Reporting Council (FRC, 2011) called for cutting ‘clutter’ in order to improve 

the usefulness of annual reports. By clutter it means ‘immaterial disclosures that inhibit the 

ability to identify and understand relevant information and explanatory information that 

remains unchanged from year to year.’(p.6) FRC called for three actions to tackle clutter: 1) 

continue to encourage debate about what materiality means from a disclosure perspective 

(p.23); 2) investigate the possibility and potential benefits of separating explanatory 

information within or outside the printed annual report (p.26); and 3) engage with other 

stakeholders regarding their information requests (p.29). 

2.1.2 Respondent Group Selections 
The respondents groups selected for the survey are professional investors, private investors, 

analysts, bank employees who engage in credit rating, bank employees who engage in 

corporate advisory, and journalists. They were identifies as extensive annual report users 

whose opinions are valuable to our research in terms of assessing the usefulness of annual 

reports. The selections of the above mentioned respondent groups are based on a few sounded 

empirical literature supports. Table 1 below provides an overview of relevant literatures. 

Table 1 Literature review on respondent group selections 
Country 
(year(s) of 
publication) 

Organization or Author Titles Code 

Netherlands 
(1993) 

Rund G. A. Vergoossen The use and perceived 
importance of annual reports 
by investment analysts in the 
Netherlands 

Vergoossen

Scotland 
(2002) 

Vivien Beattie and Ken Pratt. 
(The Institute of Chartered 
Accountants of Scotland )  

Voluntary Annual Report 
Disclosures: What Users 
Want 

B&P 

 

Vergoossen (1993) 

This paper carried out a postal questionnaire survey study in the Netherlands on the position 

of annual report in the investment analysts’ spectrum of information sources and the 
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importance of the different parts of the annual report. The survey consists of two main parts, 

with the first part focusing on respondents’ characteristics and the annual report as a source of 

information to them; and the second part focusing on views of the importance of different 

information sources and the view on the importance of different parts of the annual report.  

This paper pointed out that the annual report appears to be an important, though not sufficient 

source of information to investment analysts – the three main categories of investment 

analysts are distinguished and they are investment advisors, portfolio manager and 

directors/heads of department. And among different group of annual report users, there are 

some clear differences regarding the perceived usefulness of different parts of the annual 

report. For instance, the report of the management board is perceived to be more important by 

directors than it is by the other categories of investment analysts. Regarding the different parts 

of the annual report, the consolidated income statement is considered to be the most important 

part, followed by the consolidated balance sheet and the footnotes. 

This is one of the first paper we collected when initiating the research, thus it has inspired us a 

lot in terms of respondent group selections, survey design and hypothesis testing. In respect to 

respondent group selections, shareholders, banks and investment analysts are the most 

prominent users of annual reports according to Vergoossen (1993). And investment analysts 

furthermore act as intermediaries between companies and parties interested in the companies’ 

performance, such as professional and private investors. But according to the authors’ 

knowledge, professional and private investors also often conduct company analysis on their 

own. Thus, this empirical study has inspired us to group our survey respondents into banks, 

analysts, professional investors and private investors. 

Beattie and Pratt (2002) 

The Institute of Chartered Accountants of Scotland (ICAS) conducted a thorough survey 

study in 2002 on annual report users’ views in relation to a comprehensive set of disclosure 

items. In the survey, a comprehensive list of 130 information items was compiled and, for 

convenience, split into eleven topic categories. Respondents were asked to rate the usefulness 

of each item for investment decision makings.  

According to Beattie and Pratt (2002), four primary groups that involved with reporting by 

UK listed companies were targeted as respondent groups in this study, which is also our 
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inspiration regarding respondent group selection and four primary groups are expert users, 

private shareholders, finance directors and auditor partners.  

This research report has reached many detailed results for each information item for each user 

group. Some of the important findings are: 1). There was broad similarity across the four 

respondent groups with regard to the relative usefulness of the eleven topic categories. These 

categories were generally ranked in the following order: financial, objective and strategy, 

management discussion and analysis, background, innovation value drives, followed by five 

tightly clustered categories (risk and opportunities, customer, process and employee value 

drivers, and intellectual capital), with environmental, social and community trailing a long 

way behind. 2). The correlation between usefulness scores for the entire set of 130 items 

ranged from 0.86 between the two user groups to 0.93 between finance directors and audit 

partners. This indicates the somewhat heterogeneous nature of users and the great similarity 

between the mindsets of preparers and auditors. 3). The absolute usefulness of information 

items attribute by finance directors tended to fall below that of users, with audit partners 

falling in between the two positions. (p.x)  

The research findings, although plenty and detailed, did not lead to any formal policy 

recommendation though, since a cost and benefit study was lacking for specific disclosure 

items. Nevertheless, this report serves as a foundation to our research because it gives us a 

general picture of what users want for annual report disclosures.  

2.1.3 Survey Design  
There are different research methodologies towards studying the usefulness of annual reports. 

Our fellow researchers Frank Thinggaard and Jesper Dankler (2008) tested the statistical 

relation between accounting information and returns from the stock market in Denmark. The 

Institute of Chartered Accountants of Scotland (ICAS) summarized three main methods 

towards user needs researches besides survey method in its discussion paper (2002): 

experimental studies based on case studies; documentation of actual decision processes using 

verbal protocol analysis; participant observation or retinal imaging, and analysis of the 

content of analysts’ reports (p.8). We have chosen to use survey in our current study. When 

designing our survey questions, we reviewed previous survey studies for inspiration. Table 2 

below provides an overview of relevant literatures. 

 



The Future of Annual Reports    2. Literature Review 

By: Mei Hua and Qian Huang    Page 18 of 131 

Table 2 Literature review on survey design 
Country 
(year(s) of 
publication) 

Organization or Author Titles Code 

Netherlands 
(1993) 

Rund G. A. Vergoossen The use and perceived 
importance of annual reports 
by investment analysts in the 
Netherlands 

Vergoossen

UK (1998) Richard G. Barker The market for information-
evidence from finance 
directors, analysts and fund 
managers 

Barker 

Denmark Danish government Danish statement act - 
Årsregnskabsloven 

ÅRL 

UK (2010) International Accounting 
Standards Board (IASB) 

Management commentary: a 
framework for presentation 

IASB 

UK (2010) KPMG International 
Standards Group 

Illustrative Financial 
Statements 

KPMG 

US (2011) Financial Accounting 
Standard Board (FASB) 

Draft for disclosure 
framework 

FASB 

 

Vergoossen (1993) 

In the survey conducted by Vergoossen, respondents were asked to what extend the different 

methods of analysis were applied when doing company analysis. The options listed were: 

fundamental analysis, ratio analysis, technical analysis, β-analysis and other analysis methods. 

In our survey we also asked the same question, and the analysis methods mentioned above are 

our inspirations to the analysis method options provided to respondent group one 

(professional investors, private investors, analysts and others) in our survey. However, the 

analysis method options listed for respondent group one in our survey were fundamental 

analysis, technical analysis, β-analysis and research produced by others such as banks. We did 

not include ratio analysis because we think it is already covered in fundamental analysis. 

Barker (1998) 

In this paper Barker conducted semi-structured interviews, participant observation and 

questionnaires with finance directors, analysts and fund managers on their economic 

incentives of stock market information flows. In the questionnaire, respondents were asked to 

rate the importance of different information sources on a five-point scale.  

The options listed for analysts were: direct contact with the company; analysts’ meetings; 

results announcement; annual report and accounts; industry contacts; interim report and 
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accounts; in-house economics; industry information services; in-house strategy; clients; sale 

desk; annual general meeting; market news; in-house technical analysis; companies house; 

newspapers; reports of other brokers. The options listed for fund managers include: formal 

meetings with senior company management; annual report and accounts; interim report and 

accounts; analysts(company/sector); results announcement; other direct contact with the 

company; market news-ICV/Reuters; investors’ results meetings; newspapers; industry 

contacts; industry information services; analysts (strategy/economics); annual general meeting; 

companies house.  

In total 22 information sources were listed excluding the duplicated ones, which covered 

almost all of the information sources. We asked the same question in our survey, and our 

answer options were inspired mainly by Barker’s study. We have done some modification and 

grouping to reduce the information source to 13 in order to simplify this question and reflect 

the changes of source of information in recent years. 

ÅRL 

All annual reports published in Denmark, except for financial service companies, are 

regulated by ÅRL. Clause 99 in particular states what kind of information should be included 

in the management commentary part. Besides, clauses 102 – 108 set out rules for listed and 

state owned companies, which also contain some requirements for the management 

commentary part of the annual report. We have based on the relevant clauses in the ÅRL for 

our breaking down of the management commentary part. A detailed reconciliation between 

the ÅRL and the information items we included in the management commentary part will be 

shown in the next Chapter – Methodology part. All the information items except description 

of strategy are aligned with ÅRL. 

IASB (2010) 

The Accounting Standards Boards (IASB, 2010) in UK defines management commentary as 

‘a narrative report that provides a context within which to interpret the financial position, 

financial performance and cash flows of an entity. It also provides management with an 

opportunity to explain its objectives and its strategies for achieving those objectives.’ (p.5) It 

proposed to include the following five elements into management commentary basing on user 

needs: nature of its business; objective and strategies; the entity's key resources, risks and 

relationships; the results of operations and prospects; and performance measures and 
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indicators. Though management commentary is not governed by IFRS, we still take into 

consideration of IASB’s suggestions when designing the breakdown of the management 

commentary part in our survey. One of the reasons for us to include strategies as an 

information item is because it was suggested in IASB’s framework. 

KPMG (2010) 

KPMG produced the illustrative financial statements to assist companies to prepare financial 

statements in accordance with International Financial Reporting Standards (IFRS). It can 

serve as a checklist for companies to ensure that their financial statements have met the IFRS 

disclosure requirements.  Since all the listed companies in Denmark are required by the ÅRL 

to follow IFRS, we looked up the IFRS checklist prepared by KPMG to find out the relevant 

IFRS note disclosure requirements.  

FASB (2011) 

The Financial Accounting Standard Board (FASB, 2011) is the organization responsible for 

setting accounting standards for public companies in the United States (U.S). It proposed a 

framework for disclosure of notes by categorizing the disclosure items into the following 

categories: 1) description of accounting policies, accounting estimates, and the reporting 

entity; 2) description of relevant business processes and activities, including significant terms 

of material transactions, events, and conditions; 3) disaggregation of material accounts using 

component and roll-forward analysis; 4) measurement basis, alternative measures, and 

measurement uncertainty analysis; 5) analysis of risks and uncertainties of future cash flows;  

6) disclosures that do not fit into categories 1 to 5. A detailed reconciliation between FASB’s 

categories and our selection of the note disclosure breakdown items will be shown in the 

Methodology part.  

2.1.4 Hypothesis Testing Methods 
As mentioned in the Introduction Chapter, we have proposed three hypotheses in this paper: 

− Hypothesis One: Annual reports are perceived to be useful in general. 

− Hypothesis Two: Different parts of annual report, different information items in the 

management commentary and note disclosures are perceived to be of different 

usefulness to annual report users. 

− Hypothesis Three: Different user groups have different information needs, thus 

different user perceptions towards annual report information items. 
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In order to testing the above three hypothesis, reliable hypothesis testing methods should be 

employed to reach sounded conclusions. The statistic tool we apply in this paper is SAS and 

Vergoossen (1993) inspired the authors regarding hypothesis testing methods. 

Vergoossen (1993) 

In this paper, mean rating values were used as criteria for ranking the information sources in 

order of perceived importance as well as for ranking annual report items. In order to test if the 

differences in the mean ratings between the different information sources and the differences 

in the mean ratings between the different parts of the annual report are statistically significant, 

the Student-Newman-Keuls multiple range test (SNK-test) was applied. Thus, we were 

inspired to use SNK-test as a hypothesis testing method when conducting hypothesis testings 

specified above. After a careful study of SAS and different properties of testing methods, we 

found out that Tukey’s HSD test is in the same family with SNK-test – they both are multiple 

comparison test, but Tukey’s HSD test is more strict statistically speaking, and it has more 

functionality (between group comparisons on each item), thus we decided to apply Turkey’s 

HSD test for hypothesis testing. Nevertheless, Vergoossen (1993) gave us a good inspiration 

regarding the statistic testing method.  

2.1.5 Study Result Comparisons  
Other similar studies on the importance placed on information sources by analysts were 

carried out by Vergoossen (1993) in the Netherlands and Barker (1998) in UK. A comparison 

of the highest rated information sources and the significance of differences between 

information sources will be carried out in Chapter Five – Hypothesis Testing part. 

For professional investors, there are also other similar studies on their perceived importance 

of information sources. Gassen and Schwedler (2010) carried out an online survey for 

professional investors and their advisors among different European countries, and Barker 

(1998)’s study also included professional investors (mentioned as ‘fund managers’). A 

comparison of the highest rated information sources and the significance of differences 

between information sources will also be carried out in Chapter Five – Hypothesis Testing 

part. 
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2.2 “Holes” for Further Studies 
After a careful literature review on the relevant researches towards user perceptions on annual 

report, we found that regarding the Danish financial reporting system, there were not so many 

related studies in Denmark. Actually, the only two papers we can find in Denmark which 

touches the subject is by Frank Thinggaard and Jesper Dankler in 2008 and by Bent Warming 

– Rasmussen in 1998. 

As mentioned above, Frank Thinggaard and Jesper Dankler (2008) tested the statistical 

relation between accounting information and returns from the stock market in Denmark, 

trying to prove the usefulness of annual report. Although it is a relevant study, it was 

conducted from a different angel – compare to our study – to show the usefulness of annual 

report.  

Bent Warming - Rasmussen conducted a survey on user perceptions towards annual reports in 

Denmark, but it was over ten years ago, and we suspect that the research findings may be 

outdated. And both the survey and his book were written in Danish and it is impossible for 

international researchers to make use of his findings.  

Thus our study can fill the research gap regarding user perceptions on annual report in 

Denmark. Since our study pays a special focus on the management commentary and notes 

disclosure part of the annual report, we furthermore expect to contribute greatly in those two 

areas from both policy making and academic researching points of views. 

Besides the contribution of our study with respect to fill in the research gap in Denmark, we 

also noticed that compare to empirical studies, our research method is more advanced. For 

instance, our respondent group selection is more careful and we have a full converge of 

annual report users compare to other studies.  
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3. Methodology 
3.1 Research Design  
3.1.1 Why Using Survey 
As shown in the literature review chapter, there are different research methodologies towards 

studying the usefulness of annual reports, such as testing the statistical relation between 

accounting information and returns from the stock market; experimental studies based on case 

studies; documentation of actual decision processes using verbal protocol analysis; participant 

observation; or retinal imaging, and analysis of the content of analysts’ reports. In our current 

study, we have considered the electronic questionnaire survey to be an appropriate 

methodology. This is because firstly our purpose of study is to collect information from 

different user groups of annual report. The questions are identical to all participants. 

Questionnaire survey is able to serve our research needs in an economical and efficient way 

since it can reach a large number of the population easily. Secondly, our research partner PwC 

provided us with a powerful online survey tool called Easyresearch, through which we sent 

our questionnaire to participants by email. Thirdly, no surveys on user perceptions towards 

annual reports have been carried out in Denmark in the last ten years. Our study can thus 

provide new knowledge to this area. 

3.1.2 Respondent Groups and Respondent Rate 
After considering our research needs and reviewing previous studies, we have chosen the 

following respondents groups: professional investors, private investors, analysts, bank 

employees who engage in credit rating, bank employees who engage in corporate advisory, 

and journalists. 

The above groups include the majority of annual report users. Employees-including corporate 

finance managers are excluded from the respondent groups, because identification and choice 

of sample are difficult.  

Other users, such as suppliers and tax authorities, have never been included in previous user 

surveys, and are expected to use annual report infrequently, so they are also excluded from 

our survey. 

Our selection of professional investors includes asset managers, pension funds, private equity 

investors and other institutional investors in Denmark, and this gives us a list of around 120 

possible firms. For pension fund we further investigated whether they use external asset 
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managers for Danish stocks, and for all other professional investors we further investigate 

whether Danish stock is among their investments and whether they use external asset 

managers. Our final selection of participants thus has excluded the pension funds which use 

external asset manager for their Danish stocks (9), the professional investors that do not invest 

in Danish stocks or use external asset managers (34), and firms that we can’t get contact 

information. We in the end sent out the survey to 58 firms in this user group and received 58 

respondents from 45 firms, which generates a respondent rate of 78%. 

All the private investors were contacted through the Danish Shareholders Association (DAF, 

Dansk Aktionærforening). The total population of private investors in Denmark is very 

difficult to estimate. However, we sent the survey to all the DAF members who have agreed 

or have expressed special interest of answering surveys-around 200-300 members, and this 

generates 57 respondents. Besides, we also sent out the survey to the DAF general assembly, 

which is consisted of around 20 members and 10 of them answered our survey. The reason for 

the respondent rate to be low (20%- 30%) in this user group is that we did not call these 

possible participants to get agreement before sending out the survey. 

The selection of analysts is focused on sell side analysts who make recommendations to 

clients on decisions of buying and/or sell certain stocks. We contacted all 13 Danish 

brokerage and banks who host sell side analysis by phone and got to know that the total 

population of analysts is around 76. We sent out our survey to all of them and received 63 

respondents, yielding a respondent rate of 85%. 

We have divided bank employees into two groups, since they may use different approaches to 

business analysis and assessments, and thus are likely to use annual reports in different ways. 

Employees who engage in credit ratings are the ones who evaluate the credit worthiness of an 

issuer of specific types of debt, while employees who engage in corporate advisory give 

advice to companies funding and make decisions on commercial loans. There are 99 banks in 

Denmark. The Danish Financial Service Athority (Finanstilsynet) divides them into three 

groups. Group one includes the five biggest banks in Denmark, namely: Danske Bank, FIH 

Erhvervsbank, Jyske Bank, Nordea and Sydbank. Group two includes ten banks following in 

size, such as Nykredit Bank, Spar Nord Bank, et cetera. Rest of the smaller banks is grouped 

into group three. After talking to some of our contact people in banks, we got to know that 

most of the listed companies are clients of the banks in group one. There are only few 

employees in group two and group three that focus on listed companies. Our priority was thus 
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to contact all the banks in group one by phone, and ask the contact people to distribute our 

survey to relevant employees that belong to both user groups. The respondent status is 

presented in Table 3. 

Table 3 Respondent status from banks 
Bank 

group 

No. of  

banks 

No. from which respondents are 

reached 

No. of respondents in 

total 

Group 1 5 5 146 

Group 2 10 1 30 

Group 3 84 5 9 

 

Above shows that our survey has covered the major banks in Denmark that deals with listed 

companies. 

The journalists we include in our survey are the financial journalists who wrote stock market 

commentary for the major financial media, such as Børsen, Berlingske, TV2 Finans and et 

cetera. PwC provided us with a list of around 100 journalists that it uses when sending 

information to press. We only received 12 respondents. The sample size for journalists is too 

small that it is hard for us to draw any conclusion for this user group. However, we still 

decide to present the survey result from journalists in our analysis mainly for information 

purpose. 

Below Table 4 summarizes the distribution of users who have participated in our study. 

Table 4 Distribution of respondents 
 Users who read 

annual reports from 

listed companies 

Users who only read 

annual reports from 

non-listed companies 

Total 

Professional 

investors 

49 9 58 

Private investors 65 1 66 

Analysts 62 1 63 

Bank employees 83 102 185 

Journalists 12 0 12 

Total 271 113 384 
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Our current study will only focuse on the annual report and disclosure requirements for listed 

companies, so we will only analyze the 271 respondents who read annual reports from listed 

companies. 

 

3.1.3 Question Design 
All the survey questions are closed-ended questions. Respondents are either asked to choose 

from different choices, rate the different choices from a 1-5 scale (1: not at all, 2: to a lesser 

degree, 3: somewhat, 4: in a high degree, 5: in a very high degree), or assign 100 points to 

different choices. For questions asked on a 1-5 scale, respondents were also provided with the 

choice ‘do not know’. 

Survey questions can be broken down into four parts. Questions under each part are listed in 

Table 5. 

Table 5 List of survey questions 
Part one: General considerations 

Q1.1 Which user category suits you best? (e.g. professional investors) 

Q1.2 What types of companies’ annual report do you normally read? (e.g. listed/non listed 

companies) 

Q1.3 Which business sectors’ annual reports do you normally read? 

Part two: The annual report  as a source of information for respondents 

Q2.1 To what extent do you use the following approaches to business analysis and 

assessments? 

Q2.2 To what extend do you use the following information sources when undertaking 

assessments? 

Part three: Respondents’ assessments of the annual report 

Q3.1 To what degree do you need to use the following parts of the annual report? 

Q3.2 Please evaluate your need for the following information in the management 

commentary. 

Q3.3 Please evaluate your need for the following information in note disclosures. 

Part four: Respondents characteristics 

Q4.1 Please select your gender 

Q4.2 What is your education background? 

Q4.3 For how many years have you analyzed annual reports? 
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Question 1.1 is created to ensure that respondents are grouped into the correct categories. 

When deciding on the samples, we have an idea of which user groups they belong to, but this 

might be different than what respondents themselves’ judgments.  

Since there is different disclosure requirements for listed and non-listed companies, the 

breakdown of management commentary and note disclosures are different. We thus created 

different sets of questions basing on respondents’ answers to Question 1.2.  As mentioned 

before, our current study will only be focusing on the annual report and disclosure 

requirements for listed companies, so we will only analyze the respondents who read annual 

reports from listed companies.  

In Question 1.3, survey participants were asked to choose which business sectors’ annual 

reports they normally read. The options of business sectors given were energy, materials, 

industrials, consumer discretionary, consumer staples, healthcare, financials, information 

technology, telecommunication services, utilities and others. The business sectors’ categories 

follow the Global Industry Classification Standard (GICS), which is a classification structure 

developed by MSCI and Standard & Poor's (S&P) for use by the global financial community. 

Question 2.1 and Question 2.2 are created to test hypothesis 1: whether annual reports are 

perceived to be useful.  

In Question 2.1, survey participants were asked to what extent the different methods of 

analysis were applied when engaging in company analysis on a five-point scale, one is the 

lowest degree of usefulness and five is the highest. When assessing companies, various 

analysis methods can be applied, and different professionals tend to employ different analysis 

methods. In our survey, we divided various methods into two main categories, each with four 

different method options. These two categories of method options are provided to different 

survey participants depending on their professions identified in Question 1.1 of the survey. 

Table 6 below provides an overview of analysis model options provided to certain respondent 

group.  
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Table 6 Company analysis methods for different respondent groups 
Analysis Method Options Respondent Groups 
Fundamental analysis 
Technical analysis  
Β-analysis  
Research produced by others such as banks  

Analyst 
Professional investor 
Private investor 
(Respondent group one) 

Budgeting based on a fundamental analysis  
Rating models based on ratios  
Bankruptcy risk models  
Liquidation models 
 

Advisory banks 
Credit banks 
(Respondent group two) 

Others All user groups 
 

Journalists are not included as respondents in this specific survey question since they often do 

not engage in company assessments. 

The analysis method options listed for respondent group one (analysts, professional and 

private investors) are inspired by Vergoossen (1993), who stated that fundamental analysis, 

ratio analysis, technical analysis and β-analysis are the most important methods used by 

investment analysts. In our survey, we included ratio analysis into fundamental analysis. 

Fundamental analysis of a business involves analyzing fundamental factors such as general 

business conditions, industry outlook, earning, dividends, quality of management and et 

cetera (Vergoossen, 1993).When applying technical analysis, one analyzes market-based 

factors such as share price movements, charts and the like (ibid). Β-analysis is an analysis of 

the responsiveness of the price of a particular company´s share to changes in the value of 

some market average (ibid). Budgeting models generate a profit planning budget for 

investment and are often based on fundamental analysis defined above. A definition of ratio 

analysis is the breakdown of the examined financial reports into component parts which are 

evaluated in relation to each other and to exogenous standards. (ibid) Banks often apply rating 

models based on ratio analysis to conduct credit risk management. Bankruptcy risk models 

and liquidation models are also used by banks to assess an individual's or company's ability to 

meet debt obligations. 

It is obvious that annual reports play a different role in the different methods when conducting 

company analysis. When using fundamental analysis, budgeting based on a fundamental 

analysis and rating models based on ratios, one relies more on financial statements and 

accounting numbers than when applying other methods. Thus, if we can conclude from the 
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survey data that respondents apply the above three methods more extensively comparing to 

other evaluation models, our hypothesis can then be confirmed.  

In Question 2.2, respondents were asked to give their view on the importance of the following 

thirteen information sources when undertaking assessments on a five-point scale, where one is 

the lowest degree of importance and five is the highest: 1) Annual reports; 2) Announcement 

of annual results; 3) Quarterly reports; 4) Analyses carried out by others; 5) Newspaper 

articles or other media; 6) Industry analysis; 7) Budgeting and investment calculations from 

the company; 8) Investor and analyst events; 9) Investor relations; 10) Personal contact with 

management; 11) Company website; 12) Databases by Danish Statistics and Bloomberg; and 

13) Other sources of information. 

These 13 options were inspired mainly by Barker’s study in 1998, where he listed the 

information source for analysts and fund managers respectively.  

Results from this question can help us identify the position of annual reports in users’ 

spectrum of information sources. Higher mean rating for annual reports comparing to other 

sources of information will show that annual report is more important for users when they 

undertake assessments, and thus confirm hypothesis one that annual report are perceived to be 

useful. 

Questions in part three were created to test hypotheses two and three: Whether information 

items in the management commentary and note disclosures parts are perceived to be of 

different usefulness and whether different user groups have different information needs, thus 

different user perceptions toward annual reports. 

In Question 3.1 we broke down the annual reports into the following four parts and asked 

respondents to rate the need to use them on a five-point scale, where one is the lowest degree 

of need and five is the highest: management commentary, financial statements, management 

representation and auditors’ report, and note disclosures. This breakdown is consistent with 

the structure of most of today’s annual reports. The International Accounting Standards 

Boards (IASB, 2010)’s definition towards management commentary is ‘Management 

commentary is a narrative report that provides a context within which to interpret the 

financial position, financial performance and cash flows of an entity. It also provides 

management with an opportunity to explain its objectives and its strategies for achieving 

those objectives.’(p.5). Financial statements are accounts that record the financial activities of 
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an entity, which includes income statement, balance sheet and cash flow statement. Note 

disclosures are elaborations and explanations of the financial data presented in the financial 

statements. 

Through Question 3.1 we would like to know about the overall use of annual reports, whether 

information contains in any part of the annual reports is more important than others.  

After having known the information need of the four primary parts of the annual reports, we 

then goes into more details of the management commentary part and the note disclosure part 

in questions 3.2 and 3.3, investigating the relative usefulness of the information contains in 

different sections of the management commentary and note disclosures respectively. For 

respondents who have rated ‘1 not at all’ in Question 3.1 for the management commentary 

part, we will not ask them to answer Questions 3.2 since they have already indicated that they 

don’t use this part of the annual report.  Same goes for the note disclosure part. For 

respondents who have rated ‘1 not at all’ in Question 3.1 for the note disclosure part, we will 

not ask them to answer Questions 3.3 

In Question 3.2, we break down the management commentary part into nine information 

items: 1) Description of main activities; 2) Corporate governance; 3)Statement of corporate 

social responsibility (CSR); 4) Summary of financial highlights for the past five years; 5) 

Description of the company's projected development, including specific assumptions and 

uncertainties which management has based; 6) Description of the development of business 

activities and relationships in the past year, including comparisons with the forecast; 7) 

Description of special risks, including business and financial risks; 8) Investor information, 

including ownership, voting rights and powers to issue shares and purchase of own shares; 9) 

Description of strategy.  

All annual reports published in Denmark, except for financial service companies, are 

regulated by the Danish Statement Act (Årsregnskabsloven). Clause 99 in particular states 

what kind of information should be included in the management commentary part. Besides, 

clauses 102- 108 set out rules for listed and state owned companies, which also contains some 

requirements for the management commentary part. The Danish Statement Act requires that 

all listed companies follow IFRS. However, management commentary is not governed by 

IFRS. We thus have based on the relevant clauses in the Danish Statement Act for the break 

down of the management commentary part. All the information items we listed as options in 

Question 3.2 except description of strategy are aligned with the Danish Statement Act. We 
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include description of strategy as an information item though it is not regulated in the 

Statement Act. The reason for it is that the Accounting Standards Boards (IASB, 2010) 

proposed to include strategies in the management commentary framework. Besides, in 

practice more and more companies have placed their focus on strategy, and lots of companies 

have already voluntarily disclosed information regarding strategy in their management 

commentary.  

Table 7 shows a detailed reconciliation between the Danish Statement Act and the 

information items we included in management commentary: 

Table 7 Reconciliation between the Danish Statement Act and the included management 
commentary information items 
The Statement 

Act 

Statutory Requirements Survey 

Question 

Breakdown 

§99 paragraph 

1,No. 1 

Describe the main activities 1) 

§99 paragraph 

1,No. 2 

Describe any uncertainty regarding the recognition or 

measurement as much as possible with numbers 

Not included, as 

it overlaps with 

note disclosure 

§99 paragraph 

1,No. 3 

Describe unusual conditions that may have affected the 

recognition or measurement, preferably with numbers 

Not included, as 

it overlaps with 

note disclosure 

§99 paragraph 

1,No. 4 

Outline developments in the company’s operations and 

financial position 

6) 

§99 paragraph 

1,No. 5 

Mention important events which occurred after the 

reporting period 

6) 

§99 paragraph 

1,No. 6 

Describe the company’s projected development, 

including specific assumptions and uncertain factors 

management has based on 

5) 

§99 paragraph 

1,No. 7 

Describe the company’s knowledge resources if they are 

of particular importance for future earnings 

Not included,  

as it will be a 

limited number 

of companies 

who need 
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§99 paragraph 

1,No. 8 

Describe the specific risks in addition to commonly 

occurring hazards in its industry, including business and 

financial risks that may affect the company 

7) 

§99 paragraph 

1,No. 9 

Describe its impact on the external environment and 

measures to prevent, reduce or remedy any damage 

Not included, 

but can be seen 

as part of 3) 

§99 paragraph 

1,No. 10 

Describe research and development activities in or for 

the company 

Not included, as 

it will be a 

limited number 

of companies 

who need 

§99 paragraph 

1,No. 11 

Coverage of branches abroad Not included, 

can be seen as 

part of 1) 

§99 paragraph 

2 

Information on non-financial relationship relevant to the 

particular business, including information relating to 

environmental and personnel issues 

Not included, 

but can be seen 

as part of 3) 

§99a Statement of corporate social responsibility 3) 

§101 Management commentary must contain a summary of 

1)annual revenue, profit from ordinary activities, 

income from financial items, income from extraordinary 

items, net income, balance sheet, investments in tangible 

assets, equity and important ratios, and 2) Figures in 1) 

for the previous four years 

4) 

§100 Management commentary must describe the year in 

conjunction with the expected development, according 

to the latest published annual report and justify 

discrepancies in the result accordingly 

Can be seen as 

part of 6) 

§107 paragraph 

1 

Disclosure of management that holds positions in 

related parties 

Not included, as 

it overlaps with 

note disclosure 

§107a Companies that have one or more classes of shares that 

have voting rights and are traded on a regulated market 

8) 
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in an EU/EEA country should provide information that 

creates transparency on the companies’ ownership with 

the aim of promoting the free circulation of its shares 

§107b and 

107c 

Corporate governance statement 2) 

 

Besides aligning the management commentary breakdown with the Statement Act, we have 

some other criteria when designing the information items. First, these items should 

be recognized by the respondents, meaning common terms should be used and clear 

description should be included. Second, it is important that the items do not overlap, which is 

why we collapse some of the paragraphs in the Statement Act and merge them into one 

information item. Third, it is important that the chosen information items are relevant to the 

majority of companies, not only very relevant to a few companies. This is because we are not 

asking respondents to rate their needs for annual reports of a particular company, but instead 

annual reports in general. Some of the items stated in the Statement Act are thus excluded. 

Instead of adopting the five-point scale as we do in other questions, we asked respondents to 

distribute 100 points to the nine information items under management commentary in 

Question 3.2, imagining that the more points they assign to a particular information item, the 

larger probability that they will receive that information in the future. The reason for us to use 

the 100 points method is to avoid free rider problem. Normally users tend to exaggerate their 

needs since it does not cost them anything to get the annual reports. However, because of 

limited time and resources, preparers will not be able to accommodate all user needs. The 100 

points method can force respondents to prioritize their need, and therefore indicate to 

preparers which parts of the management commentary they need to prioritize to improve in 

the future. 

Question 3.3 deals with the usefulness of different information items in the note disclosure 

part, asking users to evaluate their needs to use the information contains in different note 

disclosure items on a five-point scale, where one is the least degree and five is the highest 

degree. The reason for us not to use the 100 points method in the note disclosure part is that 

there are too many items in the note disclosure part that it is very difficult for respondents to 

allocate the 100 points. 
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As mentioned before, all the listed companies are required by the Danish law to follow IFRS. 

Since there is no additional requirement in the Danish Statement Act than in IFRS for note 

disclosures, we looked up the IFRS checklist prepared by KPMG to find out the IFRS note 

disclosure requirements. There are many individual note disclosure items that it is difficult to 

include all of them in our survey. Together with the experienced auditors from PWC, we 

picked out the following 15 note disclosure items. They were presented with detailed 

explanations in order for respondents to be clear of what we meant for each item: 

− Section on accounting policies: Companies should, under IFRS regulations, prepare a 

summary of significant accounting policies, including disclosing the measurement 

basis and other accounting policies that are relevant for understanding the annual 

report; 

− Significant and critical accounting estimates: Companies should, under IFRS 

regulations, prepare a special section on the essential and critical accounting estimates 

that management exercises in presenting the annual report. This includes information 

about the assumptions forming the basis for the future and other sources of estimation 

uncertainty; 

− Segment information: Companies should, under IFRS regulations, provide segment 

reporting based on internal financial reporting; 

− Disclosure of fees to the auditors: Companies should disclose current year's fees to the 

elected auditors and divided it into categories 1) statutory audits, 2) other assurance 

services, 3) tax counseling and 4) other services; 

− Disclosure of share-based payments: Companies should, under IFRS regulations, 

provide detailed information on share-based payment. Share-based payments can be 

granted in the form of stock options, warrants, employee stock or cash, whose value 

depends on the value of the company’s shares; 

− Information on remuneration of company management: Companies should, under 

IFRS regulations, provide information on the total remuneration of company’s 

management team, including directors and executives; 

− Specification of special items in the income statement: Companies should, according 

to IFRS regulations, voluntarily choose statements that include income and expenses 

related to special conditions. This includes the events in question that are not in the 

"normal" items. For example, costs for decommissioning activities, the dismissal of 

employees and impairment of goodwill; 
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− Income taxes: Companies should, in accordance with IAS 12, describe the accounting 

treatments of income taxes, including deferred tax assets and liabilities. 

− Information on impairment tests for goodwill: Companies should, according to IFRS 

regulations, annually test whether goodwill is impaired. In addition, companies should 

provide a range of information on budgetary period, the discount and growth after the 

budget period and possibly also sensitivity information, 

− Property, plant and equipment: Companies should, for each item under assets, disclose 

among others costs, revaluations, impairment and depreciation. Additionally, 

companies should submit additional information, including for example around the 

limitations of property and depreciation, which puts the reader in a position to assess 

assets’ values and compare them to other companies; 

− Pensions: Companies should, under IAS 19, provide information about recognition 

and measurement of pension plans, including actuarial assumptions and discount rates 

used; 

− Acquisition of subsidiaries and operations: Companies should, in accordance with 

IFRS, provide information about recognition and measurement of identifiable assets 

and liabilities and any minority interests in the acquired companies. Furthermore, the 

recognition and measurement of goodwill should be disclosed and the financial 

implications of the business combination should be evaluated; 

− Financial instruments: Companies should, under IFRS regulations, provide certain 

information about the company's financial assets and liabilities, for example, the 

distribution of assets and liabilities by currency and interest rate. Furthermore, there 

are requirements about the description of hedging and company policies and 

objectives related to management of financial risks. 

− Related parties: Companies should, under IFRS regulations, describe the presence of 

related party transactions. In addition, descriptions of outstanding transactions with 

related parties should be presented on the balance sheet date; 

− Contingent assets and liabilities: Companies should describe contingent cases such as 

the presence of ongoing litigation, warranties, guarantees, et cetera. 

When choosing the note disclosure items, we took into consideration of whether they can be 

easily recognizable by respondents, whether they are overlapping, and whether the 

significance of an item vary to a great extent from company to company according to business 

model, et cetera. Besides, we also reconciled our selection of the note disclosure items with 
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the framework proposed by the Financial Accounting Standard Board (FASB) in the United 

States (U.S.) to justify our selection. We tried to examine whether our chosen note disclosure 

items have covered all the categories (except category six which is ‘other’) proposed by 

FASB. These categories include: 

− Category 1: Description of accounting policies, accounting estimates, and the 

reporting entity; 

− Category 2: Description of relevant business processes and activities, including 

significant terms of material transactions, events, and conditions; 

− Category 3: Disaggregation of material accounts using component and roll-forward 

analysis;  

− Category 4: Measurement basis, alternative measures, and measurement uncertainty 

analysis;  

− Category 5: Analysis of risks and uncertainties of future cash flows;  

− Category 6: Disclosures that do not fit into categories 1 to 5 

We reconciled our selection of note disclosure items to ensure that they can be categorized 

into the above categories, and the first five categories are all covered.  Table 8 shows the 

reconciliation:  

Table 8 Reconciliation between FASB categories and included note disclosure items 

 Category 

1 

Category 

2 

Category 

3 

Category 

4 

Category 

5  

Category 

6 

1) Accounting policies X      

2) Significant and critical 

accounting estimates 
X   X   

3) Segment information  X     

4) Disclosure of fees to 

the auditors 
  X    

5) Share-based payments  X     

6) Information on 

remuneration of company 

management   

 
 

 
X    

7) Specification of   X    



The Future of Annual Reports    3. Methodology 

By: Mei Hua and Qian Huang    Page 37 of 131 

 

3.2 Data Collection Process 
Our project team is consisted of two professors from CBS, some IFRS experts and marketing 

research staff from PWC, we two master thesis students and two other students who helped in 

calling the respondents. 

Below table summarizes the timeline of our data collection process: 

Table 9 Data collection process 
Time Data Collection Activity 

February Agreed on goals and targeted respondents 

February-March Design of questionnaire 

Mid March- 

Early April 

Developing a database with contact information on a sample of 

respondents from each user group 

April Contacting respondents through phone for acceptance, and setting up the 

e- survey in Easyresearch  

May- Early June Respondents answering the e-survey 

 

special items in the 

income statement 

8) Income taxes 
 

 

 
X    

9) Information on 

impairment tests for 

goodwill 

  X X   

10) Property, plant and 

equipment 
  X    

11) Pensions   X    

12) Acquisition of 

subsidiaries and 

operations  

 X     

13) Financial instruments   X  X  

14) Related parties  X     

15) Contingencies     X  
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We started sending out the e-survey from April 29th and did not set a close date for the e-survey. 

However, we set noon of June 13th as a cutoff date- only data collected before (including) noon 

June 13th are analyzed in our paper. After sending out the surveys, we also sent a reminder on May 

24th. 

3.3 Limitation 
A major limitation of our study is that we only analyzed the user perceptions of annual reports. Our 

project also included a preparer survey and data was also collected from the preparers’ side on how 

their resources are spent on the individual parts of the annual reports. However, due to limited time 

and resources, we decided to limit our scope of the current study to only focus on the users’ side, 

which helped us to carry out some in-depth analysis of users’ perceptions of the annual reports. 

However, due to the lack of preparer resource allocation analysis, we were not able to carry out a 

cost-benefit analysis of any suggestions we made. Thus, it is hard to give formal suggestions to 

policy makers.  

Another limitation is that no comparison of similar studies on the importance of different 

information elements in the annual report is done. This is mainly because our breakdown of the 

information elements of annual reports is quite different from other studies we reviewed, which 

makes it very difficult to compare the survey results. Besides, though there was one survey on user 

perceptions towards annual reports in Denmark which was carried out by Bent Warming- 

Rasmussen from South Denmark University (SDU) in 1998, the survey and the book written from it 

were both in Danish and it is impossible for us two non-Danes to read. If a comparison of our 

survey result and the one done by Bent Warming-Rasmussen were carried out, there might be some 

interesting findings on how users’ perceptions on the usefulness of annual reports were changed 

over the last 13 years. 

Furthermore, due to limited time and resource, follow up interviews were not carried out. Our 

analysis is only based on the data we collected from the e-survey. Follow-up interviews may help 

collect more information on why users have such perceptions, and whether they have had any 

misunderstanding of the survey questions and thus biased the answers. 
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4. Descriptive Statistics 
This section will provide readers a quantitative description of the main features of the data we 

collected from the survey. Since the survey questions were organized into four parts, the descriptive 

statistics chapter will also be organized into four sections, enabling a clear presentation structure for 

the readers. 

4.1 General Considerations 
4.1.1 Respondent Groups 
Our chosen annual report respondent categories are professional investors, private investors, 

analysts, bank employees who engage in credit rating, bank employees who engage in corporate 

advisory, and journalists. In Question 1.1, survey participants were asked to choose the user 

categories that suit them best in order for us to identify their professions. In total, we have received 

271 responds. Table 10 below shows the number of respondents from each user group and the 

percentage among all respondents. 

Table 10 Categories of the respondents 
 Number of respondents Percentage (%) 

Professional Investors 49 18.08 

Private Investors 65 23.98 

Analysts 62 22.87 

Bank- Credit Rating 47 17.34 

Bank- Corporate Advisory 36 13.28 

Journalists 12 4.42 

Total 271 100.00 

 

It can be easily seen that the majority of respondents are private investors and analysts, followed by 

professional investors, bank employees who engage in credit rating and bank employees who 

engage in corporate advisory. There were very few journalists that have responded to our survey, 

but we will still present the data collected from journalists mainly for information purpose. 

4.1.2 Company Types 
In Question 1.2, survey participants were asked to choose the types of companies’ annual reports 

that they normally read. The options provided are Danish listed companies-large cap; Danish listed 
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companies-mid cap; Danish listed companies-small cap; Danish non-listed companies; foreign 

listed companies and foreign non-listed companies.  

As mentioned in Chapter Two Methodology part, since our current study focuses on the annual 

report and disclosure requirements for listed companies, we only analyze the data collected from 

respondents who read annual reports from listed companies. Table 11 below provides an overview 

of to what extend the different types of companies’ annual reports were read by respondents. 

Table 11 Types of companies’ annual reports that users read (n=271) 

  All Users Analysts
Bank-
Credit 
Rating

Bank-
Corporate 
Advisory 

Private 
Investors

Professionl 
investors Journalists

 No. % % % % % % % 
Large cap 218 80.44 91.93 68.08 47.22 92.30 81.63 100.00 
Mid cap 192 70.84 85.48 74.56 44.44 70.76 73.46 50.00 
Small cap 152 56.08 43.54 76.59 63.88 53.84 57.14 25.00 
Danish nonlisted 105 38.74 14.51 78.72 80.55 10.76 28.57 75.00 
Foreign listed 123 45.38 62.90 46.80 22.22 35.38 55.10 33.33 
Foreign nonlisted 34 12.54 3.22 31.91 30.55 0.00 10.20 8.33 
 

We can see that Danish large cap companies’ annual reports are most frequently read, with a total 

number of 218 readers out of 271 respondents (80.44 percent). We can also see that for those who 

read annual reports from listed companies (either Danish or foreign), they also read annual reports 

from non-listed companies – 105 respondents out of 271 (38.74 percent) read annual reports from 

Danish non-listed companies and 34 respondents out of 271(12.54 percent) read annual reports from 

foreign non-listed companies.  

Table 11 above also shows that bank employees who engage in credit rating and bank employee 

who engage in corporate advisory behave quite similar on this matter - they both read annual reports 

from Danish small cap companies and Danish non-listed companies more often compare to annual 

reports from other types of companies. Professional investors, private investors and analysts spend 

more time on annual reports from Danish large cap and mid cap companies. Journalists are however 

more interested in annual reports from Danish large cap companies and Danish non-listed 

companies. 
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4.1.3 Business Sectors 
In Question 1.3, survey participants were asked here to choose the types of business sectors’ annual 

reports that they normally read. The options of business sectors given were energy, materials, 

industrials, consumer discretionary, consumer staples, healthcare, financials, information 

technology, telecommunication services, utilities and others. In total, 260 out of 271 respondents 

answered this question. Table 12 below displays the result. 

Table 12 Types of business sectors’ annual reports that users read (n=260) 

  All Users Analysts
Bank-
Credit 
Rating

Bank-
Corporate 
Advisory 

Private 
Investors 

Professionl 
investors Journalists

 No. % % % % % % % 
Energy 104 40.00 25.81 28.26 33.33 50.00 54.45 66.67 
Materials  111 42.69 29.03 41.30 47.22 45.00 59.60 22.22 
Industrials 199 76.53 50.00 76.09 91.67 86.67 87.23 77.79 
Consumer 
discretionary 133 51.15 37.10 50.00 72.22 43.33 68.09 33.33 

Consumer staples 118 45.38 32.26 50.00 61.11 28.33 70.21 33.33 
Healthcare 109 41.92 30.65 26.09 33.33 55.00 68.09 11.11 
Financials 136 52.30 35.48 34.78 38.89 73.33 72.34 66.67 
Information 
technology 75 28.84 19.36 10.87 36.11 25.00 57.45 33.33 

Telecommunication 72 27.69 10.87 21.74 19.44 20.00 55.32 55.56 
Utinities 72 27.69 36.11 28.26 36.11 25.00 44.68 33.33 
Others 33 12.69 33.33 30.44 27.78 8.33 2.13 11.11 
 

It is obvious that users do not read annual reports from only one business sector; instead they study 

annual reports from a mixture of business sectors. What can be highlighted from the data presented 

above are: industrials sector’s annual reports attract the highest amount of reader among our 

respondents – 199 readers (76.53 percent). The second most attractive business sector is financials 

sector, closely followed by consumer discretionary sector. They have 136 readers (52.30 percent) 

and 133 readers (51.15 percent) respectively among all respondents. Telecommunication sector, 

utilities sector and information technology sector are not so popular among annual report users – 

none of them have more than 75 readers (28.84 percent) among all respondents.  

Table 12 also shows the types of business sectors’ annual reports that are read by each respondent 

group. It appears that all the respondents groups read annual reports more often from industrial 
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sectors than other types of business sectors, which further proves the importance of this sector for 

annual report (listed companies) studies in Denmark. Also, there are some similarities of the types 

of business sectors that bank employees who engage in credit rating and bank employees who 

engage in corporate advisory analyze – industrials sector, consumer discretionary sector and 

consumer staples sector are the focuses for both of them.  

Some other business sectors were identified by respondents as well, among which properties sector 

has been mentioned the most.  

4.2 Annual Report as an Information Source 
The main purpose of this part of the survey is to assess annual reports’ position in users’ spectrum 

of information sources. Data collected from this part of the survey will be used to test the first 

hypothesis in the next chapter regarding the usefulness of annual report in general. Below, a 

presentation of the data collected will be provided. 

4.2.1 Company Analysis Methods 
In Question 2.1, survey participants were asked to what extent the different methods of analysis 

were applied when engaging in company analysis. Various analysis methods were divided into two 

categories, each with four company analysis methods. The two categories of method options were 

provided to different survey participants depending on their professions identified in Question 1.1. 

Fundamental analysis; technical analysis; beta analysis and research produced by others such as 

banks are the four analysis method options provided to analysts, professional investors and private 

investors (respondent group one). Budgeting method based on fundamental analysis; rating models 

based on ratios; bankruptcy risk models and liquidation models are the analysis options provided to 

bank employees who engage in credit rating service and bank employees who engage in corporate 

advisory service (respondent group two). 

For respondent group one, there are 155 survey participants who have answered this question – 38 

professional investors, 60 private investors and 57 analysts. Table 13 shows the result. The reason 

for the total number of respondents of each specific analysis method to be different is that some 

respondents choose “Do not know” as their answers to specific analysis method, and they were 

discarded (did not count into the total number of respondents). The same reasoning applies to the 

other survey questions. 
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The percentages of respondents rating the different company analysis methods 4 (in a high degree) 

or 5 (in a very high degree) and the mean rating values are given in separate columns in Table 14. 

These can be used as criteria for ranking the analysis methods in order of perceived importance. 

Table 14 shows that on the basis of both criteria, respondents rate fundamental analysis as their 

most applied company analysis method. Research produced by others is ranked second and third 

respectively. Other company analysis methods that were specified by respondents are for example 

official statistics, industry analysis and multiple valuation methods. Technical analysis and beta 

analysis has the lowest ratings, which means they are the least applied analysis methods by users. 

As mentioned in Chapter Three Methodology part, when using fundamental analysis, one relies 

more on financial statements and accounting numbers than when applying other methods, thus our 

mean rating results gave us an indication of high importance of annual reports for respondent group 

one for company analysis purpose. In the next chapter – hypothesis testing, we will provide a 

statistical test on the validity of the differences among the mean ratings for different analysis 

methods within respondent group one. 

In order to study annual report user groups more closely, we present the mean ratings for different 

analysis methods based on user professions in Table 13 below.  

Table 13 Perceived importance of company analysis methods by respondent group one 

  All users Analysts Private 
Investors 

Professional 
Investors 

  Mean 
Rating Rank Mean 

Rating Rank Mean 
Rating Rank Mean 

Rating Rank 

Fundamental analysis 4.169 (1) 4.947 (1) 3.254 (1) 4.421 (1) 
Technical analysis 1.842 (4) 1.281 (5) 2.614 (3) 1.526 (4) 
Beta analysis  1.620 (5) 1.793 (4) 1.540 (5) 1.471 (5) 
Research produced by others such 
as banks  

2.726 (2) 1.964 (2) 2.966 (2) 3.500 (2) 

Others 2.047 (3) 1.900 (3) 1.795 (4) 2.630 (3) 
 

We can see that all three user groups in respondent group one - professional investors, private 

investors and analysts- rated fundamental analysis as the primary method for conducting company 

analysis, but analysts rated this method much higher compare to other user groups. Professional 

investors use researches produced by others and other analysis methods (for example own 

evaluation and qualitative assessment) more frequently compare to private investors and analysts. 
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And for private investors, they apply technical analysis method more often compare to analysts and 

professional investors. 

For respondent group two, there are 78 survey participants in total who have answered this question 

– 43 bank employees who engage in credit rating and 35 bank employees who engage in corporate 

advisory. Table 14 shows the result of the respondents’ views regarding the importance of various 

approaches when conducting business analysis and assessment. Again, the percentages of 

respondents rating the different company analysis methods 4 or 5 and the mean rating values are 

given in separate columns. These will again be used as criteria for ranking the analysis methods in 

order of perceived importance. Table 15 shows that on the basis of both criteria, respondents rated 

rating models based on ratios as their most applied company analysis method, followed by 

budgeting method based on fundamental analysis. Liquidation model has the lowest rating, thus it 

could be perceived as the least important analysis method for respondent group two based on mean 

ratings assigned. 

When applying rating models based on ratios and budgeting analysis based on fundamental analysis, 

one relies more on accounting figures and financial statements than when applying bankruptcy and 

liquidation models. Thus we can conclude that for respondent group two- bank employees who 

engage in credit rating and bank employees who corporate advisory services, annual report is 

perceived as an extremely important channel, and has been used extensively when they conduct 

company analysis and assessments. In the next chapter – hypothesis testing, we will test the 

statistical significance of differences among the mean ratings for different analysis methods for 

users in respondent group two. 
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Table 14 Perceived importance of company analysis methods available to respondent group one (n=155) 
  1 2 3 4 5             

 Not at all To a lesser 
degree Some what In a high 

degree 
In a very 
high degree Total (4+5)  Mean 

rating  Standard 
deviation 

  No. % No. % No. % No. % No. % No. % %         
Fundamental analysis 14 9.09 5 3.25 19 12.34 19 12.34 97 62.99 154 100.00 75.32 (1) 4.169 (1) 1.298 
Technical analysis  81 53.29 36 23.68 22 14.47 4 2.63 9 5.92 152 100.00 8.55 (4) 1.842 (4) 1.140 
Beta analysis  82 59.85 33 24.09 14 10.22 8 5.84 0 0.00 137 100.00 5.84 (5) 1.620 (5) 0.892 
Research produced by 
others such as banks  32 20.92 42 27.45 33 21.57 28 18.30 18 11.76 153 100.00 30.07 (2) 2.725 (2) 1.304 

Others 61 57.55 13 12.26 9 8.49 12 11.32 11 10.38 106 100.00 21.70 (3) 2.047 (3) 1.437 
 

Table 15 Perceived importance of company analysis methods available to respondent group one (n=78) 
  1 2 3 4 5         

 Not at all To a lesser 
degree Some what In a high 

degree 
In a very 
high degree Total (4+5) Mean 

rating 
Standard 
deviation 

 No. % No. % No. % No. % No. % No. % %         
Budgeting analysis  11 14.10 15 19.23 10 12.82 22 28.21 20 25.64 78 100.00 53.85 (2) 3.321 (2) 1.410 
Rating models 2 2.56 4 5.13 13 16.67 24 30.77 35 44.87 78 100.00 75.64 (1) 4.103 (1) 1.027 
Bankruptcy risk models  22 28.57 24 31.17 13 16.88 9 11.69 9 11.69 77 100.00 23.38 (4) 2.468 (3) 1.334 
Liquidation models 25 33.33 29 38.67 10 13.33 8 10.67 3 4.00 75 100.00 14.67 (5) 2.133 (5) 1.119 
Others 24 50.00 6 12.50 6 12.50 4 8.33 8 16.67 48 100.00 25.00 (3) 2.292 (4) 1.557 
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In order to study the opinions of the two types of bank employees separately, we calculated their 

mean ratings individually under the different analysis methods, and Table 16 below displays the 

result. 

Table 16 Perceived importance of company analysis methods by respondent group two 

  General Bank- Credit 
Rating 

Bank- Corporate 
Advisory 

  Mean Rating Rank Mean 
Rating Rank Mean 

Rating Rank 

Budgeting based on a fundamental 
analysis  

3.321 (2) 3.163 (2) 3.514 (2) 

Rating models based on ratios  4.103 (1) 4.302 (1) 3.857 (1) 
Bankruptcy risk models  2.468 (3) 2.738 (3) 2.143 (4) 
Liquidation models 2.133 (5) 2.150 (5) 2.114 (5) 
Others 2.292 (4) 2.208 (4) 2.375 (3) 

We can see from Table 16 above that bank employees who engage in credit rating service apply 

rating models based on ratios and bankruptcy risk models more often compare to bank employees 

who engage in corporate advisory service, and bank employees who engage in corporate advisory 

services apply budgeting analysis method based on fundamental analysis relatively more 

extensively. Both types of banks however use liquidation models and other analysis methods 

similarly in a low degree. 

4.2.2 Information Sources 
In Question 2.2, respondents were asked to give their view on the importance of the following 13 

information sources when undertaking assessments on a five-point scale, where one is the lowest 

degree of importance and five is the highest: annual reports; announcement of annual results; 

quarterly reports; analyses carried out by others; newspaper articles or other media; industry 

analysis; budgeting and investment calculations from the company; investor and analyst events; 

investor relations; personal contact with management; company website; Danish Statistics and 

Bloomberg and other sources of information. 

In total, 246 survey participants have responded to this question – 30 bank employees who engage 

in corporate advisory, 59 analysts, 42 bank employees who engage in credit rating, 8 journalists, 58 

private investors and 44 professional investors. The result is presented in table 16 below. The 

percentage of respondents rating the different information sources 4 or 5 and the mean rating values 

are presented in separate columns. They will be used to rank the information sources in order of 
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perceived importance. Table 17 shows that on the basis of both criteria annual report is rated by 

respondents as the most important information source when undertaking assessments. The annual 

report must therefore continue to be understood as a cornerstone of the company's reporting. 

Besides annual reports, announcements of annual results and quarterly reports are also seen as very 

important information sources by users. Although we have listed 13 information sources in the 

survey, 34 respondents still find other information resources important or very important. After 

investigating their comments, we found that most of them can be included in newspaper articles and 

other media. In the next chapter – hypothesis testing, we will test statistically the validity of the 

differences among the mean ratings of various information sources. 

We further display the mean ratings of the perceived importance on different information sources 

by each user group in table 18. It appears that all user groups except analysts and journalists 

consider annual reports as the most important information source. Analysts rated quarterly reports 

and announcement of annual results higher than annual reports, and journalists rated personal 

contact with management as their most important information source. Besides, we also noticed that 

private investors rated most of the information sources lower than other user groups. We could 

suggest companies to consider tailoring information specifically to private investors.
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Table 17 Perceived importance of information sources (n=246) 
  1 2 3 4 5         

 Not at all To a lesser 
degree Some what In a high 

degree 

In a very 
high 
degree 

Total (4+5) Mean 
rating 

Standard 
deviation

  No. % No. % No. % No. % No. % No. % %         
Annal Reports 1 0.41 6 2.45 32 13.06 54 22.04 152 62.04 245 100.00 84 (1) 4.429 (1) 0.840 
Announcement of Annual 
Results 1 0.42 11 4.62 44 18.49 63 26.47 119 50.00 238 100.00 76 (2) 4.210 (2) 0.931 

Quarterly Reports 6 2.48 17 7.02 43 17.77 62 25.62 114 47.11 242 100.00 73 (3) 4.079 (3) 1.073 
Analyses Carried out by 
Others 18 7.56 79 33.19 74 31.09 37 15.55 30 12.61 238 100.00 28 (11) 2.924 (10) 1.137 

Newspaper Articles or 
Other Media 6 2.52 66 27.73 95 39.92 43 18.07 28 11.76 238 100.00 30 (10) 3.088 (8) 1.013 

Industry Analysis 6 2.51 44 18.41 100 41.84 69 28.87 20 8.37 239 100.00 37 (7) 3.222 (6) 0.929 
Budgeting and Investment 
Calculations from the 
Company 

35 15.02 44 18.88 58 24.89 47 20.17 49 21.03 233 100.00 41 (6) 3.133 (7) 1.350 

Investor and Analyst 
Events 35 14.77 57 24.05 61 25.74 48 20.25 36 15.19 237 100.00 35 (8) 2.970 (9) 1.284 

Investor Relations 30 12.77 71 30.21 61 25.96 36 15.32 37 15.74 235 100.00 31 (9) 2.911 (11) 1.263 
Personal Contact with 
Management 42 17.65 39 16.39 24 10.08 45 18.91 88 36.97 238 100.00 56 (4) 3.412 (5) 1.542 

Compay Website 9 3.72 36 14.88 77 31.82 74 30.58 46 19.01 242 100.00 50 (5) 3.463 (4) 1.074 
Danish Statistics and 
Bloomberg 48 20.25 67 28.27 59 24.89 39 16.46 24 10.13 237 100.00 27 (11) 2.679 (12) 1.258 

Other Sources of 
Information 40 31.25 24 18.75 30 23.44 19 14.84 15 11.72 128 100.00 27 (12) 2.570 (13) 1.373 
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Table 18 Mean ratings of different information sources per user group 

  All Users Analysts Bank- Credit 
Rating 

Bank- 
Corporate 
Advisory 

Private 
Investors 

Professional 
Investors Journalists 

  Mean 
Rating Rank Mean 

Rating Rank Mean 
Rating Rank Mean 

Rating Rank Mean 
Rating Rank Mean 

Rating Rank Mean 
Rating Rank

Annal reports 4.429 (1) 4.593 (3) 4.857 (1) 4.857 (1) 3.772 (1) 4.364 (1) 4.125 (2) 
Announcement of annual 
results 

4.210 (2) 4.690 (2) 4.537 (2) 4.147 (3) 3.611 (2) 4.136 (3) 3.714 (4) 

Quarterly reports 4.079 (3) 4.746 (1) 4.195 (3) 4.314 (5) 3.109 (5) 4.250 (2) 3.250 (8) 
Compay website 3.463 (4) 3.508 (7) 3.738 (4) 3.914 (6) 2.796 (7) 3.523 (6) 3.875 (3) 
Personal contact with 
management 

3.412 (5) 4.017 (6) 3.195 (8) 4.686 (2) 1.519 (13) 3.886 (4) 4.250 (1) 

Industry Analysis 3.222 (6) 3.339 (9) 3.500 (6) 3.486 (7) 2.712 (6) 3.163 (8) 3.375 (7) 
Budgeting and investment 
calculations from the company 

3.133 (7) 2.873 (12) 3.683 (5) 4.343 (4) 2.604 (8) 2.780 (12) 2.125 (13)

Newspaper articles or other 
media 

3.088 (8) 2.966 (11) 3.286 (7) 3.257 (8) 3.118 (4) 2.814 (11) 3.500 (6) 

Investor and analyst events 2.970 (9) 4.155 (4) 2.025 (13) 2.500 (10) 2.528 (9) 3.159 (10) 3.000 (9) 
Analyses carried out by others 2.924 (10) 2.356 (13) 2.600 (9) 2.794 (9) 3.130 (3) 3.721 (5) 3.625 (5) 
Investor relations 2.911 (11) 4.069 (5) 2.128 (12) 2.412 (11) 2.340 (10) 3.163 (8) 2.875 (12)
Danish statistics and 
Bloomberg 

2.689 (12) 3.475 (8) 2.119 (11) 2.294 (13) 1.962 (12) 3.302 (7) 3.000 (9) 

Other sources of information 2.570 (13) 3.257 (10) 2.444 (10) 2.400 (12) 2.125 (11) 2.300 (13) 3.000 (9) 
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4.3 Respondents’ Assessments of the Annual Report 
The main purpose of this part of the survey is to examine respondents’ perceptions of the different 

parts of annual reports. Attentions are specially given to the different information elements in 

management commentary part and different items in note disclosures part of the annual reports. We 

expect that different user groups have different information needs, thus different user perceptions 

towards information items. 

4.3.1 Breakdown of the Annual Report 
In this section, we broke down annual report into four parts: management commentary, financial 

statements such as income statement, balance sheet and cash flow statement, management 

representation and auditor’ report, and note disclosures – typically elaborations and explanations of 

monetary data in the financial statements. In Question 3.1, survey participants were asked to give 

their opinions on the usefulness of the above four parts. In total, 244 survey participants have 

responded to this question – 34 bank employees who engage in corporate advisory, 58 analysts, 42 

bank employees who engage in credit rating, 8 journalists, 58 private investors and 44 professional 

investors.  

Table 19 displays the result of the respondents’ views regarding the importance of different parts of 

annual report. Both criteria – the percentages of respondents rating parts of the annual report as 

(very) important and the mean rating values lead to the same rankings of the four parts. It appears 

that annual report users place great emphases on financial statements, note disclosures and 

management commentary, but not so much on management representation and auditor’ report. In 

the next chapter – hypothesis testing, we will provide a statistical test on the validity of the 

differences among the mean ratings of the four main parts of annual report. 

In order to study each respondent group individually, we calculated the mean ratings on the four 

parts of annual reports for each respondent group. Table 20 shows the result.  

It appears that bank employees who engage in credit rating rate the four parts generally higher than 

all other user groups, and private investors rate the four parts generally lower than all other user 

groups. This indicates that bank employees who engage in credit rating perceive annual report more 

useful comparing to other users and private investors consider annual report less useful comparing 

to other users. This is consistent with our observations in the section 4.2.2, where we assessed the 

usefulness of annual report as an information source. We observed that bank employees who 



The Future of Annual Reports    4. Descriptive Statistics 

By: Mei Hua and Qian Huang    Page 51 of 131 

engage in credit rating service gave highest mean rating to annual reports when they were asked to 

rate the different information sources while private investors gave lowest mean rating. 

We also noticed from Table 20 that respondent groups have mixed opinions of management 

representation and auditors’ report. Both types of bank employees and journalists seem to 

appreciate this part of annual report much more than analysts, professional investors and private 

investors. 
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Table 19 Perceived importance of different parts of annual report (n=244) 

  1 2 3 4 5         

 Not at all To a lesser 
degree Some what In a high 

degree 
In a very 
high degree Total (4+5) Mean 

rating 
Standard 
deviation

  No. % No. % No. % No. % No. % No. % %         
Management commentary 3 1.23 20 8.20 50 20.49 78 31.97 93 38.11 244 100.00 70 (3) 3.975 (3) 1.014 
Financial statements 2 0.82 6 2.46 27 11.07 43 17.62 166 68.03 244 100.00 86 (1) 4.496 (1) 0.849 
Management representation 
and auditors’ report 18 7.38 59 24.18 54 22.13 51 20.90 62 25.41 244 100.00 46 (4) 3.328 (4) 1.289 

Note disclosures 4 1.64 18 7.38 41 16.80 66 27.05 115 47.13 244 100.00 74 (2) 4.107 (2) 1.037 
 

 

Table 20 Mean ratings of different parts of annual report per user group 

  All Users Analysts Bank- Credit 
Rating 

Bank- 
Corporate 
Advisory 

Private 
Investors 

Professional 
Investors Journalists 

  Mean 
Rating Rank Mean 

Rating Rank Mean 
Rating Rank Mean 

Rating Rank Mean 
Rating Rank Mean 

Rating Rank Mean 
Rating Rank

Financial statements 4.496 (1) 4.828 (1) 4.786 (1) 4.765 (1) 3.776 (1) 4.591 (1) 4.125 (3) 
Note disclosures 4.107 (2) 4.603 (2) 4.667 (2) 4.588 (2) 3.121 (3) 3.773 (3) 4.500 (1) 
Management commentary 3.975 (3) 3.810 (3) 4.500 (4) 4.177 (3) 3.586 (2) 4.023 (2) 4.125 (3) 
Management representation and 
Auditors’ report 3.328 (4) 2.621 (4) 4.548 (3) 3.971 (4) 2.983 (4) 2.864 (4) 4.375 (2) 
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4.3.2 Breakdown of Management Commentary 
In Question 3.2, respondents were asked to indicate their needs for the nine management 

commentary elements. We ask respondents to distribute 100 points among those nine elements 

while imagining that the more points they assign to a particular element, the larger probability that 

they will receive that information in the future. The nine elements are as following: 

− Description of main activities  

− Corporate governance  

− Statement of corporate social responsibility  

− Summary of financial highlights for the past five years  

− Description of the company's projected development, including specific assumptions and 

uncertainties which management has based  

− Description of the development of business activities and relationships in the past year, 

including comparisons with the forecast  

− Description of special risks, including business and financial risks  

− Investor information, including ownership, voting rights and powers to issue shares and 

purchase of own shares  

− Description of strategy  

There were 227 survey participants that have responded to this question - 30 bank employees who 

engage in corporate advisory, 56 analysts, 41 bank employees who engage in credit rating, 8 

journalists, 53 private investors and 39 professional investors.  

Table 21 below summarizes the data we collected on the respondents’ views regarding the 

importance of different management commentary elements. In order to better present the 

distribution of user perception, we converted the points users assigned to each management 

commentary element to rankings. Rankings of each management commentary element are displayed 

with the number and percentage of users. Besides, the percentage of respondents ranking the 

different management commentary element as top three and the mean point values are presented in 

separate columns. They can be used as criteria for ranking the management commentary elements 

in the order of perceived usefulness.  

Table 21 shows that information regarding company's future projected development, description of 

the development of business activities and relationships in the past year, and descriptions of strategy 
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are perceived to be the three most useful management commentary elements, on the basis of both 

criteria. On the other hand, there were no particular demands for information regarding companies’ 

statements of corporate social responsibilities and corporate governance. They were ranked as the 

least useful management commentary element based on both criteria. In the next chapter – 

hypothesis testing, we will provide a statistical test on the validity of the differences among the 

mean ratings of different information elements in management commentary part. 

The observations we made here could give some indications for the future development regarding 

management commentary. For example, policy makers may need to reevaluate whether statements 

of corporate social responsibilities and corporate governance should still be included in the annual 

report taken into consideration that the users do not need this information. Besides, companies may 

also reevaluate their resource spent on the different management commentary element basing on 

users’ needs.  

To be able to study each element more closely basing on the different respondent groups, we 

present in Table 22 the mean points assigned by each respondent group to the nine management 

commentary elements respectively. A few findings could be highlighted.  

It appears private investors show very high interest in the summary of companies’ financial 

highlights for the past five years. They assigned mean points generally lower than other respondents 

for other information elements in management commentary; however they assigned much higher 

mean points to summary of companies’ financial highlights for the past five years. This could lead 

to companies considering tailoring financial highlights specifically for private investors in the future. 

Table 22 also shows that the ranking of management commentary elements based on the mean 

points assigned by journalists looks quite different from the other respondent groups.  Journalists 

rank description of strategy relatively low and investor information relatively high. Besides, they 

showed a higher demand for corporate social responsibility, corporate governance strategies and 

investor information by assigning higher mean scores than other respondents groups. We think the 

observed difference may be due to the professional characteristics of journalists, as it is quite 

different from the other respondent groups, thus they place high information demands on different 

elements. Another explanation is that our sample size of journalists is too small, and the ranking of 

the elements is not concrete and can’t represent the opinion of the population in Denmark. 
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Table 21 Perceived importance of management commentary elements (n=227) 
  CONVERSED RANKING ASSIGNED POINTS 

 No.1 No.2 No.3 No.4 No.5 No.6 No.7 No.8 No.9 Total No.1+ 
No.2+No.3

Mean 
rating 

Standard 
deviation 

  No. % No. % No. % No. % No. % No. % No. % No. % No. % No. % %         
Description of main 
activities 

26 11.45 29 12.78 29 12.8 42 18.5 36 15.9 30 13.2 16 7.05 17 7.49 2 0.88 227 100.00 24 (6) 9.881 (6) 6.473 

Corporate governance 6 2.64 8 3.52 11 4.85 22 9.69 30 13.2 38 16.7 45 19.82 63 27.8 4 1.76 227 100.00 11 (8) 5.366 (8) 4.262 
Statement of corporate 
social responsibility 
(CSR) 

2 0.88 3 1.32 7 3.08 12 5.29 20 8.81 28 12.3 43 18.94 64 28.2 48 21.15 227 100.00 5 (9) 3.449 (9) 3.540 

Summary of financial 
highlights for the past 
five years 

68 29.96 15 6.61 22 9.69 31 13.7 26 11.5 23 10.1 22 9.69 15 6.61 5 2.20 227 100.00 46 (5) 13.744 (4) 13.123 

Description of the 
company's projected 
development 

100 44.05 45 19.82 36 15.9 23 10.1 12 5.29 7 3.08 2 0.88 2 0.88 0 0.00 227 100.00 80 (1) 17.273 (1) 8.221 

Description of the 
development of business 
activities and 
relationships in the past 
year 

81 35.68 62 27.31 36 15.9 20 8.81 11 4.85 10 4.41 4 1.76 2 0.88 1 0.44 227 100.00 79 (2) 16.313 (2) 7.300 

Description of special 
risks 

43 18.94 30 13.22 38 16.7 61 26.9 25 11 16 7.05 11 4.85 3 1.32 0 0.00 227 100.00 49 (4) 12.075 (5) 6.245 

Investor information 11 4.85 14 6.17 28 12.3 41 18.1 35 15.4 47 20.7 35 15.42 11 4.85 5 2.20 227 100.00 23 (7) 7.819 (7) 4.716 
Description of strategy 67 29.52 43 18.94 36 15.9 45 19.8 21 9.25 10 4.41 4 1.76 1 0.44 0 0.00 227 100.00 64 (3) 14.079 (3) 6.463 
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Table 22 Mean points of management commentary elements per user group 

  All Users Analysts Bank- Credit 
Rating 

Bank- 
Corporate 
Advisory 

Private 
Investors 

Professional 
Investors Journalists 

  Mean 
Points Rank Mean 

Points Rank Mean 
Points Rank Mean 

Points Rank Mean 
Points Rank Mean 

Points Rank Mean 
Points Rank

Description of the company's projected 
development 

17.273 (1) 22.321 (1) 15.268 (2) 15.633 (2) 13.585 (3) 18.615 (2) 16.250 (1) 

Description of the development of 
business activities and relationships in the 
past year 

16.313 (2) 17.125 (2) 17.024 (1) 15.700 (1) 13.830 (2) 18.769 (1) 13.750 (3) 

Description of strategy 14.079 (3) 16.536 (3) 14.537 (3) 15.333 (3) 10.755 (4) 14.538 (3) 9.625 (6) 

Summary of financial highlights for the 
past five years 

13.744 (4) 7.839 (6) 10.268 (6) 11.300 (5) 24.698 (1) 12.692 (4) 14.625 (2) 

Description of special risks 12.075 (5) 13.393 (4) 14.293 (4) 13.467 (4) 9.434 (6) 10.154 (5) 13.125 (4) 

Description of main activities 9.881 (6) 8.429 (5) 11.976 (5) 9.400 (7) 10.585 (5) 9.923 (6) 6.250 (8) 

Investor information 7.819 (7) 7.304 (7) 8.512 (7) 8.033 (7) 7.321 (7) 7.410 (7) 12.375 (5) 

Corporate governance 5.366 (8) 4.661 (8) 4.659 (8) 7.000 (8) 5.623 (8) 4.795 (8) 8.875 (7) 
Statement of corporate social 
responsibility (CSR) 

3.449 (9) 2.393 (9) 3.463 (9) 4.133 (9) 4.170 (9) 3.103 (9) 5.125 (9) 
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4.3.3 Breakdown of Note Disclosures 
In Question 3.3, survey participants were asked to indicate their needs for the 15 selected items in 

the notes disclosure part on a five-point scale, where one is the lowest degree of demand and five is 

the highest. The 15 note items are presented as following: 

− Section on accounting policies 

− Significant and critical accounting estimates  

− Segment information  

− Disclosure of fees to the auditors 

− Disclosure of share-based payments  

− Information on remuneration of company 

− Specification of special items in the income statement  

− Income taxes 

− Information on impairment tests for goodwill  

− Property, plant and equipment 

− Pensions 

− Acquisition of subsidiaries and operations  

− Financial instruments 

− Related parties 

− Contingent assets and liabilities 

As mentioned in the Methodology part, the above 15 note items were handpicked with the help of a 

very experienced auditor from PwC, mainly because there are too many notes items, and we cannot 

include all of them in the survey. Even though the 15 note items were handpicked, we made sure 

that they follow the requirements of IFRS and that they corresponds to the note disclosure 

categories proposed by FASB. 

A total of 223 survey participates have answered this question, among which 57 respondents are 

analysts, 49 are private investors, 41 are bank employees who engage in credit rating services, 38 

are professional investors, 31 are bank employees who engage in corporate advisory services and 7 

are journalists. Table 23 below presents the result. Both criteria, the percentages of respondents 

rating note items as (very) important and the mean rating values, lead to very similar rankings of the 

different note disclosure items. The items rated highest by respondents are specification of special 

items in the income statement, acquisition of subsidiaries and operations, section on accounting 
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policies, property, plant and equipment and contingent asset and liabilities. On the other hand, note 

disclosures such as disclosure of fees to the audtors, information on management remuneration, 

income taxes, pensions and share-based payments have no special interests to users. Disclosure of 

fees to the auditors in particular receives very low ratings comparing to other note disclosure items.  

In the next chapter – hypothesis testing, we will provide a statistical test on the validity of the 

differences among the mean ratings of different information items in the note disclosures part. 

The findings may give some indications to policy makers on how to make the note disclosures part 

more valuable to annual report users: whether the information perceived to be not needed should 

still be required to be included in the annual report.  As already mentioned, annual reports as of 

today are already lengthy. By reducing the disclosure requirement for information not needed by 

users may be able to free up some space in annual reports and improve the usefulness of them. 

Moreover, the survey result may also give some indications for preparers. For example, more 

resources may be spent on note items such as special items in the income statement, acquisition of 

subsidiaries and operations and significant accounting estimates as they are perceived to be very 

important note disclosure items by users; and items such as disclosure of fees to the auditors and 

management remuneration are perceived less important to users, thus may receive less resource to 

prepare. 
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Table 23 Perceived importance of note disclosure items (n=223) 
  1 2 3 4 5         

 Not at all 
To a 
lesser 
degree 

Some 
what 

In a high 
degree 

In a very 
high 
degree 

Total (4+5) Mean 
rating 

Standard 
deviation 

  No. % No. % No. % No. % No. % No. % %         
Accounting policies 10 4.50 45 20.27 56 25.23 60 27.03 51 22.97 222 100.00 50 (9) 3.437 (10) 1.178 
Significant and critical accounting 
estimates 

4 1.81 15 6.79 54 24.43 88 39.82 60 27.15 221 100.00 67 (3) 3.837 (3) 0.963 

Segment information 6 2.79 29 13.49 57 26.51 60 27.91 63 29.30 215 100.00 57 (8) 3.674 (7) 1.117 
Disclosure of fees to the auditors 91 40.81 75 33.63 36 16.14 14 6.28 7 3.14 223 100.00 9 (15) 1.973 (15) 1.052 
Share-based payments 16 7.17 59 26.46 65 29.15 55 24.66 28 12.56 223 100.00 37 (11) 3.090 (11) 1.139 
Management Remuneration 22 9.91 57 25.68 73 32.88 45 20.27 25 11.26 222 100.00 32 (13) 2.973 (14) 1.145 
Specification of special items in 
the income statement 

1 0.45 5 2.24 39 17.49 92 41.26 86 38.57 223 100.00 80 (1) 4.152 (1) 0.819 

Income taxes 11 4.93 60 26.91 84 37.67 53 23.77 15 6.73 223 100.00 30 (14) 3.004 (13) 0.989 
Information on impairment of 
goodwill 

9 4.05 26 11.71 52 23.42 95 42.79 40 18.02 222 100.00 61 (7) 3.590 (8) 1.041 

Property, plant and equipment 4 1.79 21 9.42 52 23.32 89 39.91 57 25.56 223 100.00 65 (4) 3.780 (4) 0.991 
Pensions 10 4.50 70 31.53 69 31.08 52 23.42 21 9.46 222 100.00 33 (12) 3.018 (12) 1.055 
Acquisition of subsidiaries and 
operations 

2 0.90 10 4.50 44 19.82 91 40.99 75 33.78 222 100.00 75 (2) 4.023 (2) 0.895 

Financial instruments 3 1.37 16 7.31 63 28.77 85 38.81 52 23.74 219 100.00 63 (6) 3.763 (6) 0.943 
Related parties 4 1.83 36 16.44 71 32.42 72 32.88 36 16.44 219 100.00 49 (10) 3.457 (9) 1.010 
Contingent assets and liabilities 3 1.38 26 11.93 51 23.39 75 34.40 63 28.90 218 100.00 63 (5) 3.775 (5) 1.038 
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Besides the mean rating rankings of the note disclosure items by all respondents, we are also 

interest in studying the opinions of different user groups on each note disclosure item. Table 24 

below presents the perceptions of all six respondent groups on each note disclosure item. A few 

findings could be highlighted.  

It appears that bank employees who engage in credit rating services rated the note disclosure items 

in general higher than other user groups, indicating that they are more interested in the note 

disclosures part than other user groups. This is consistent with our observations in the section 4.3.1, 

where we assessed the usefulness of the four parts of annual reports. We observed that bank 

employees who engage in credit rating service gave the highest mean rating to note disclosure part 

when they were asked to rate the different part of annual reports. 

Table 24 also shows that analysts and professional investors have particularly higher interest in 

demanding note disclosures on segment information compare to other user groups. While other user 

groups ranked segment information as one of the less needed note disclosure items, analysts and 

professional investors both ranked it as the most needed information item in the note disclosure part.  

We can also see from Table 24 that journalists’ view of the need for different information items in 

the note disclosure part is very different comparing to other user groups. As mentioned above, note 

disclosures on fees to the auditors, share-based payments, management remunerations and income 

taxes are not perceived to be very important in general by all respondents. However, journalists 

show a special higher interest in them. Journalists even ranked share-based payment and 

management remunerations as the two most needed information items in note disclosures part and 

the mean ratings assigned them is much higher than other user groups did. Due to the limited size of 

respondent in the journalist group, we may not be able to give solid suggestions basing on the 

findings from this user group. However, this could still indicate companies to consider tailoring 

disclosures on fees to the auditors, share-based payments, management remunerations and income 

taxes especially for journalists. 
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Table 24 Mean ratings of note disclosure items per user group 

  All Users Analysts Bank- Credit 
Rating 

Bank- 
Corporate 
Advisory 

Private 
Investors 

Professional 
Investors Journalists 

  Mean 
Points Rank Mean 

Points Rank Mean 
Points Rank Mean 

Points Rank Mean 
Points Rank Mean 

Points Rank Mean 
Points Rank

Specification of special items in the 
income statement 

4.152 (1) 4.298 (2) 4.512 (1) 4.194 (3) 3.837 (2) 3.947 (1) 4.000 (3) 

Acquisition of subsidiaries and 
operations (business combinations) 

4.023 (2) 4.018 (3) 4.317 (5) 4.258 (1) 3.979 (1) 3.737 (4) 3.143 (9) 

Significant and critical accounting 
estimates 

3.837 (3) 3.842 (4) 4.125 (7) 3.871 (7) 3.625 (8) 3.842 (3) 3.429 (7) 

Property, plant and equipment 3.780 (4) 3.632 (6) 4.463 (2) 4.129 (4) 3.531 (10) 3.526 (5) 2.571 (15)

Contingent assets and liabilities 3.775 (5) 3.411 (9) 4.415 (4) 4.097 (5) 3.761 (3) 3.421 (6) 3.500 (6) 

Financial instruments 3.763 (6) 3.526 (8) 4.463 (2) 4.233 (2) 3.660 (4) 3.289 (9) 2.667 (14)

Segment information 3.674 (7) 4.509 (1) 3.268 (10) 3.400 (10) 3.023 (12) 3.947 (1) 2.833 (12)

Information on impairment tests for 
goodwill 

3.590 (8) 3.614 (7) 3.756 (9) 4.065 (6) 3.542 (9) 3.211 (10) 2.714 (13)

Related parties 3.457 (9) 2.877 (13) 4.024 (8) 3.833 (8) 3.660 (4) 3.132 (12) 3.667 (5) 
Section on accounting policies 3.437 (10) 3.702 (5) 4.146 (6) 3.452 (9) 2.854 (14) 3.105 (13) 2.857 (11)
Disclosure of share-based payments 3.090 (11) 2.982 (11) 2.488 (13) 2.516 (14) 3.653 (6) 3.421 (6) 4.286 (2) 
Pensions 3.018 (12) 2.947 (12) 2.780 (11) 2.903 (12) 3.146 (11) 3.316 (8) 3.000 (10)
Income taxes 3.004 (13) 3.298 (10) 2.610 (12) 3.000 (11) 2.918 (13) 2.947 (14) 3.857 (4) 
Information on remuneration of 
company management 

2.973 (14) 2.667 (14) 2.415 (14) 2.581 (13) 3.646 (7) 3.158 (11) 4.857 (1) 

Disclosure of fees to the auditors 1.973 (15) 1.702 (15) 1.512 (15) 1.806 (15) 2.694 (15) 1.816 (15) 3.429 (7) 
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4.4 Respondent Characteristics 
The main purpose of this part of the survey is to examine the characteristics of the 

respondents, so that we are aware of the background of the data collected through the survey.  

4.4.1 Gender 
In Question 4.1, survey participants were asked to indicate their gender. A total of 219 survey 

participants have responded to this question – 28 bank employees who engage in corporate 

advisory, 56 analysts, 41 bank employees who engage in credit rating, 7 journalists, 48 private 

investors and 39 professional investors.  

After examining the data, we found that among the 219 respondents, 204 respondents are 

male (93.15 percent) and 15 respondents are female (6.85 percent). Thus, the survey sample is 

very much male dominant.  

4.4.2 Education 
In Question 4.2, survey participants were asked to indicate their education background, the 

options given are: no education; elementary school; training; secondary school; short further 

level; medium higher level and long higher level. There were a total of 218 survey 

participants who have responded to this question - 28 bank employees who engage in 

corporate advisory, 56 analysts, 41 bank employees who engage in credit rating, 7 journalists, 

48 private investors and 38 professional investors.  

Table 25 below shows the education levels of each respondent group in percentage. We can 

see that majority (61.47 percent) of the respondents has long higher education levels (Master 

degree). Among all the respondent groups, analysts have the highest education background – 

92.86 percent of the analysts have long higher education level and the rest have medium 

higher education level. Professional investor is the second most educated respondent group.  
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Table 25 Education levels (in percentage) 
 No 

Education
Elemen-
tary 

Trai-
ning 

Secon-
dary 

Short 
fur-
ther 

Medi-
um 
higher 

Long 
high-
er 

Respon-
dents 

Bank- corporate advisory 0.00 0.00 14.29 10.71 10.71 42.86 21.43 28 
Bank- credit rating 0.00 0.00 4.88 4.88 12.20 31.71 43.90 41 
Analysts 0.00 0.00 0.00 0.00 0.00 7.14 92.86 56 
Professional Investors 0.00 2.63 0.00 0.00 0.00 13.16 84.21 38 
Private investors 0.00 4.17 14.58 0.00 12.50 16.67 52.08 48 
Journalists 0.00 0.00 0.00 14.29 14.29 57.14 14.29 7 

Total 0.00 1.38 5.96 2.75 6.88 21.10 61.47 218
 

4.4.3 Experience 
In Question 4.3, survey participants were asked to indicate their experience with annual report 

analyses. A total of 219 survey participants have responded to this question – 28 bank 

employees who engage in corporate advisory, 56 analysts, 41 bank employees who engage in 

credit rating, 7 journalists, 48 private investors and 39 professional investors.  

Table 26 below shows that the respondents’ experience with annual report analyses is, on 

average, 13.744 years. This indicates that respondents have, on average, extensive 

experiences in terms of undertaking annual report analysis, and the answers they provide in 

the survey is a reflection of their extensive experiences. Thus, the data we collected from the 

survey is highly reliable. However, the average level of experience varies across the six 

respondent groups. As can be seen from Table 26 below, private investors have on average 

the highest level of experience (17.792 years) among all the respondent groups, followed by 

professional investors (16.333 years). On the other hand, analysts seem to be the least 

experienced group with annual report analysis, with experience of 8.946 years. 

Table 26 Years of experience 
  Average  Rank Median Standard 

Deviation
Respondents 

Bank- corporate advisory 16.821 (2) 16.5 8.688 28 
Bank-  credit rating 11.415 (4) 10.0 7.675 41 
Analysts 8.946 (6) 8.0 6.724 56 
Professional investors 16.333 (3) 15.0 9.524 39 
Private investors 17.792 (1) 14.5 11.300 48 
Journalists  11.286 (5) 9.0 8.499 7 
Total 13.744   11.0 9.489 219 
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5. Hypothesis Testing 
In this chapter, we are going to test the three hypotheses outlined in the Introduction part: 

− Hypothesis One: Annual reports are perceived to be useful in general. 

− Hypothesis Two: Different parts of annual report, different information items in the 

management commentary and note disclosures are perceived to be of different 

usefulness to annual report users. 

− Hypothesis Three: Different user groups have different information needs, thus 

different user perceptions towards annual report information items. 

In Chapter Four – Descriptive Statistics, we presented the data that was collected from the 

survey. We presented the mean ratings/points and rankings of the survey results from each 

question. However, the mean ratings/points alone are not enough. We also need to provide a 

statistical test to investigate whether the differences among the mean ratings/points are 

statistically significant in order to achieve any sounded conclusions for academic researches 

or concrete comments to policy makers, and that is the purpose of this chapter.  

The statistic tool we apply here is one-way analysis of variances (one-way ANOVA). We first 

run the one-way ANOVA procedure in SAS to test whether there is significant difference 

among all the mean ratings/points assigned by respondents to various test subjects. If there is, 

we will then perform the Tukey’s Honestly Significant Difference (Tukey’s HSD) test at the 

5%-level to find out the statistical differences between, for instance, different information 

items or between different user groups. Since one-way ANOVA assumes that response 

variables be normally distributed, we will also conduct a robust check through a non-

parametric hypothesis test tool – Wilcoxon Rank-sum test (Wilcoxon test). The purpose of 

Wilcoxon test is to see if our test results are reliable.  

5.1 Hypothesis One  
Hypothesis one states that annual reports are perceived to be useful in general.  

In order to test hypothesis one, we performed one-way ANOVA procedures and Tukey’s 

HSD test on data we collected through Question 2.1 and Question 2.2 in our survey. Question 

2.1 collected data on which analysis methods are employed by respondents when they 

conduct company analyses, and Question 2.2 collected data on which information sources are 

used when respondents undertake company assessments. Through the one-way ANOVA 
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procedure we could find out whether different analysis methods and information sources are 

perceived significantly different by users. Through Tukey’s HSD test, we could further find 

out which analysis method and which information source is significantly more useful than 

others. 

5.1.1 Company Analysis Methods 
In order to test whether the mean rating values of analysis methods used by respondent group 

one are significantly different from each other, we first conducted the one-way ANOVA 

procedure in SAS. The result shows that the mean ratings differ significantly across the five 

company analysis methods used by analysts, professional investors, private investors and 

journalists. (F (4,697) = 105.73, p < 0.001). 

We then conducted a Tukey’s HSD test on the mean ratings to find which company analysis 

methods are significantly different. Table 27 below displays the results. It shows that the 

mean rating of fundamental analysis is significantly higher than other methods at the 5%-level, 

which indicates it is the mostly used analysis method among analysts, professional investors 

and private investors.  

Table 27 Tukey's HSD test for differences in the mean ratings among the different 
analysis methods-respondent group one 

  Mean differences     
Analysis methods in the 
order of perceived 
importance 

(2)   (3)   (4)   (5)       

                 
(1) Fundamental analysis 1.443 ** 2.122 ** 2.327 ** 2.548 **     
(2) Research produced 
by others such as banks     0.678 ** 0.883 ** 1.105 **     

(3) Others       0.205   0.427       
(4) Technical analysis          0.222       
(5) Beta analysis                      
                      
**: Comparisons are significantly at 5 per cent level           
                      
Mean ratings (1)   (2)   (3)   (4)   (5)    
  4.169   2.726   2.047   1.842   1.620    
  A   B   C   C   C    
                      
Note: Mean ratings with the same letter are not significantly different 
       

In order to conduct a robust check for the conclusion reached above, we also performed a 

Wilcoxon Rank-Sum test. Table 28 below displays the result. It can be seen that based on 
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Wilcoxon test, the mean rating of fundamental analysis is also significantly higher than other 

methods at the 5%-level. Thus, the high perceived importance of fundamental analysis can be 

confirmed. 

Table 28 Wilcoxon Rank-Sum test for differences in the mean ratings among the 
different analysis methods-respondent group 1 

  Wilcoxon Test 

Analysis methods in the order of perceived importance Z P 

(1) Fundamental analysis -8.92 <.001** 
(2) Research produced by others such as banks  -4.52 <.001** 
(3) Others 0.31 0.754 
(4) Technical analysis -1.42 0.156 
(5) Beta analysis  − − 
**: Differences between adjacent ranks are significant at the 5%-level 

We again run the one-way ANOVA procedure on the mean ratings of analysis methods used 

by the two bank employee groups to see whether their differences are significant. The result 

shows that the mean ratings are also significantly different across the five company analysis 

methods used by the bank employees (F (4.351) = 30.89, p < 0.001). We then performed the 

Tukey’s HSD test to find out which analysis methods are rated differently.  

Table 29 below shows that the mean rating for rating models based on ratios is significantly 

higher than all the other methods at the 5%-level, which means that bank employees who 

engage in credit rating and bank employees who engage in corporate advisory use rating 

models based on ratios more often than other methods. Besides, mean rating for budgeting 

based on fundamental analysis is the second highest and it is significantly different from the 

rest of the methods at the 5%-level. 
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Table 29 Tukey's HSD test for differences in the mean ratings among the different 
analysis methods 
  Mean differences     
Analysis methods in the 
order of perceived 
importance 

(2)   (3)   (4)   (5)       

(1) Rating models based 
on ratios  0.782 ** 1.635 ** 1.811 ** 1.969 **     

(2) Budgeting based on 
fundamental analysis     0.853 ** 1.029 ** 1.187 **     

(3) Bankruptcy risk 
models        0.176   0.334       

(4) Others          0.158       
(5) Liquidation models                     
                      
** : Comparisons are significantly at 5 per cent level           
                      
Mean ratings (1)   (2)   (3)   (4)   (5)    
  4.103   3.321   2.468   2.292   2.133    
  A   B   C   C   C    
Note: Mean ratings with the same letter are not significantly different 

We again performed a Wilcoxon test as a robust check for respondent group two. It can be 

seen from Table 30 below that based on Wilcoxon test, mean rating for rating models based 

on ratios is also significantly higher than all the other methods at the 5%-level, thus it is the 

most frequently applied analysis method by respondent group two, followed by budgeting 

based on fundamental analysis. Thus, the result based on Tukey’s HSD test can be confirmed 

by Wilcoxon test. 

Table 30 Wilcoxon Rank-Sum test for differences in the mean ratings among the 
different analysis methods-respondent group two 

  Wilcoxon Test 
Analysis methods in the order of perceived 
importance Z P 

(1) Rating models based on ratios  -3.51 0.000** 
(2) Budgeting based on fundamental analysis  -3.66 0.000** 
(3) Bankruptcy risk models  -1.21 0.225 
(4) Others -0.26 0.792 
(5) Liquidation models − − 
**: Differences between adjacent ranks are significant at the 5%-level 

As mentioned in Chapter Four – Descriptive Statistics, when using fundamental analysis, 

budgeting based on fundamental analysis and rating models based on ratios, one relies more 

on financial statements and accounting numbers than when applying other methods. And 

since fundamental analysis is the most frequently applied method by analysts, professional 
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and private investors and rating models based on ratios are the mostly used methods by bank 

employees who engage in credit rating and bank employees who engage in corporate advisory, 

we can conclude that hypothesis one stated above is confirmed by the testing results.  

5.1.2 Information Sources 
A one-way ANOVA was used to test whether there is difference among the need for the 13 

information sources. The result shows that needs differ significantly across the 13 information 

sources (F (12, 2972) = 54.30, p < 0.001)) 

We then performed the Tukey’s HSD test to find out which information sources are 

significantly different. Table 31 shows that the differences among the three highest rated 

information sources – annual reports, announcement of annual results, and quarterly reports 

are not significant at the 5%-level. However, they are significantly different from the other 

information sources. Since annual reports, announcement of annual results and quarterly 

reports are all financial reports, it becomes obvious that the outcome of the financial 

accounting process is the predominant information source for our respondents. Thus, 

hypothesis one is confirmed by this testing result. 

In order to conduct a robust check for the conclusion reached regarding information sources, 

we performed a Wilcoxon Rank-Sum test. Table 32 below displays the result. The result of 

Wilcoxon test is a bit different from the result reached by Tukey’s HSD test: Annual report 

was rated as the most important information source, and its mean rating is significantly higher 

than the mean rating of the announcement of annual report results at the 5%-level based on 

Wilcoxon test. Although the results reached by the two tests various a little, the perceived 

usefulness of annual report does not change. The result of Wilcoxon test furthermore 

emphasized that annual report is highly useful perceived by respondents when undertaking 

company analysis. 
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Table 31 Tukey's HSD test for differences in the mean ratings between the different information sources 
  Mean differences    
Information sources in 
the order of perceived 
importance 

(2)   (3)   (4)   (5)   (6)   (7)   (8)   (9)   (10)   (11)   (12)   (13)    

                                      
(1) Annal reports 0.218   0.350   0.966 ** 1.017 ** 1.207 ** 1.296 ** 1.340 ** 1.458 ** 1.504 ** 1.518 ** 1.739 ** 1.858 **  
(2) Announcement of 
annual results    0.132   0.747 ** 0.798 ** 0.988 ** 1.077 ** 1.122 ** 1.240 ** 1.286 ** 1.299 ** 1.521 ** 1.640 **  

(3) Quarterly reports       0.616 ** 0.667 ** 0.857 ** 0.945 ** 0.990 ** 1.108 ** 1.154 ** 1.168 ** 1.389 ** 1.508 **  
(4) Compay website          0.051   0.241   0.330   0.375 ** 0.492 ** 0.538 ** 0.552 ** 0.774 ** 0.892 **  
(5) Personal contact with 
management             0.190   0.279   0.324   0.441 ** 0.487 ** 0.501 ** 0.723 ** 0.841 **  

(6) Industry Analysis                0.089   0.134   0.251   0.297   0.311   0.533 ** 0.533 **  
(7) Budgeting and 
investment calculations 
from the company 

                  0.045   0.163   0.045   0.222   0.444 ** 0.563 **  

(8) Newspaper articles or 
other media                      0.118   0.164   0.178   0.399 ** 0.518 **  

(9) Investor and analyst 
events                         0.046   0.060   0.281   0.400    

(10) Analyses carried out 
by others                            0.014   0.235   0.340    

(11) Investor relations                               0.222   0.340    
(12) Database by Danish 
Statistics and Bloomberg                                  0.119    

(13) Other sources of 
information                                                  

                                                   
** : Comparisons are significant at 5 per cent level                                        
                                                   
Mean ratings (1)   (2)   (3)   (4)   (5)   (6)   (7)   (8)   (9)   (10)   (11)   (12)   (13) 
  4.429   4.210   4.079   3.463   3.412   3.222   3.133   3.088   2.970   2.924   2.911   2.689   2.570
  A   A   A   B   B   B   B       D   D   D   D   D 
                          C   C   C   C   C        
Note: Means with the same letter are not significantly different                                    
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Table 32 Wilcoxon Rank-Sum test for differences in the mean ratings among the 
different information sources 
  Wilcoxon Test 

Information sources in the order of perceived importance Z P 

(1) Annal reports -2.78 0.005** 
(2) Announcement of annual report results 1.03 0.305 
(3) Quarterly reports 6.50 <.001** 
(4) Compay website 0.59 0.555 
(5) Personal contact with management -2.35 0.019** 
(6) Industry analysis 0.00 1.000 
(7) Budgeting and investment calculations from the company 0.60 0.548 
(8) Newspaper articles or other media -1.02 0.309 
(9) Investor and analyst events 0.47 0.636 
(10) Analyses carried out by others -0.25 0.800 
(11) Investor relations 1.84 0.066 
(12) Danish Statistics and Bloomberg -0.98 0.32 
(13) Other sources of information − − 
**: Differences between adjacent ranks are significant at the 5%-level  

Other similar studies on the importance placed on information sources by analysts were 

carried out by Vergoossen (1993) in the Netherlands and Barker (1998) in UK. A comparison 

of the highest rated information sources are displayed in Table 33. 

Table 33 Comparison among similar studies on ranking of the most important 
information sources by analysts 

 Analysts  Current study Baker (1998)  Vergoossen 
(1993) 

Quarterly reports  1 6 3 
Announcement of annual results  2 3 N/A 
Annual reports  3 4 1 
Investor and analyst events  4 2 N/A 
Investor relations  5 N/A N/A 
Personal contact with 
management  6 1 2 

Industry cocntact  N/A 5 N/A 
 

The results are quite different. In our current study, mean rankings for quarterly reports, 

announcement of annual results and annual reports are not significantly different from each 

other, but are significantly more important than personal contact and other information 

sources when HSD is performed on the 5%-level. However, Barker’s study shows that 

personal contact is significantly more important at the 9% level than announcement of annual 

results and other information sources when tested by Wilcoxon test. Vergoossen’s research 

result is more aligned with ours in the way that annual reports are a more important 
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information source than personal contact with management. However, Vergoossen used the 

Student-Newman-Keuls multiple range test (SNK) and found that annual reports are 

significantly more important than other information source. It is probably because the HSD 

test we use is more conservative than SNK test.  

For professional investors, there are also other similar studies on their perceived importance 

on information sources. Gassen and Schwedler (2010) carried out an online survey for 

professional investors and their advisors among different European countries, and Barker 

(1998)’s study also included professional investors (mentioned as ‘fund managers’).A 

comparison of the highest rated information sources are displayed in Table 34. 

Table 34 Comparison among similar studies on ranking of the most important 
information sources by professional investors 

 Professional investors  Current study Barker (1988) Gassen and 
Schwedler (2010) 

Annual reports  1 2 1 
Quarterly reports  2 3 3 
Announcement of annual results  3 5 N/A 
Personal contact with management  4 1 2 
Analyses carried out by others  5 4 N/A 
 

Our current study shows that the differences among the five highest rated information sources 

are not significant for professional investors when tested by Tukey’s HSD test at the 5%-level. 

The Barker study shows a quite different result: personal contact with management is much 

more important than annual reports and other information sources by the Wilcoxon test at an 

approximately 0% of significance. Like our current study, Gassen and Schwelder’s research 

result showed that annual reports are the most important information source for professional 

investors. However, no quantitative tests were performed by them to test whether the 

differences between information sources are significant.  

As for other user groups, similar studies on the importance placed on information sources 

were not found, thus comparisons are not available. 

5.1.3 Conclusion from Hypothesis One Testing   

After testing data through the one-way ANOVA and subsequent Tukey’s HSD test, as well as 

doing a robust check through Wilcoxon test, we confirmed that fundamental analysis is the 

most frequently applied method by analysts, professional and private investors and rating 

models based on ratios are the mostly used analysis methods by bank employees who engage 
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in credit rating and bank employees who engage in corporate advisory when doing company 

analysis. Since when using fundamental analysis, budgeting based on fundamental analysis 

and rating models based on ratios, one relies more on financial statements and accounting 

numbers than when applying other methods, we conclude that annual reports are useful when 

users are doing company analysis.  

This conclusion is further strengthened by the testing result of the different information 

sources used by respondents when undertaking company assessments. It appears that annual 

reports is rated the highest in terms of importance when means are calculated. Together with 

announcement of annual results and quarterly reports, annual reports are confirmed to be 

significantly more important than other information source. Thus, hypothesis one is confirmed: 

annual reports are perceived to be useful in general. 

5.2 Hypothesis Two 
Hypothesis two states that different parts of annual report, different information items in the 

management commentary and note disclosures are perceived to be of different usefulness to 

annual report users.  

In order to test hypothesis two, we conducted the one-way ANOVA procedure and the 

Tukey’s HSD test on data we collected from Question 3.1 to Question 3.3 in our survey. We 

asked respondents to assess the level of usefulness of the four main parts of annual report in 

survey Question 3.1. In question 3.2, we collected data regarding the perceived usefulness of 

the nine information elements of management commentary. In question 3.3, note disclosures 

part were broken into 15 information items, and respondents were asked to evaluate their 

needs for the 15 information items.  

5.2.1 Four Main Parts of Annual Report 
The one-way ANOVA procedure was used in order to test whether the mean rating values of 

the four primary parts of annual report are significantly different from each other. The result 

of it shows that there is significant difference among the mean ratings of the four main parts 

(F (3, 972) = 51.31, p < 0.001). We then conducted a Tukey’s HSD test on the mean ratings. 

Table 35 below displays the results. 
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Table 35 Tukey's HSD test for differences in the mean ratings between annual report 
elements 
  Mean differences  
Annual report elements in the order of 
perceived importance (2)   (3)   (4)    

           
(1) Financial statements 0.389 ** 0.521 ** 1.168 **  
(2) Note disclosures    0.132   0.779 **  
(3) Management commentary       0.647 **  
(4) Management representation and 
auditors’ report              

               
** : Comparisons are significantly at the 5% level    
               
Mean ratings: (1)   (2)   (3)   (4) 
  4.496   4.107   3.975   3.328
Groups: A   B   B   C 
               
Note: Mean ratings with the same letter are not significantly different 

From Table 35 above, we can see that financial statements part is perceived by users to be the 

most important part in annual report and its mean rating value is statistically significantly 

different from the other three parts at the 5%-level. On the other hand, management 

representation and auditors’ report is perceived by respondents to be the least valuable part in 

annual report, and its mean rating value is also statistically significantly different from the 

other three parts at the 5%-level. For note disclosures and management commentary, the 

difference between their mean rating values assigned by all respondents is not significantly 

different at the 5%-level, thus we can group note disclosures and management commentary 

together in terms of perceived usefulness. 

In order to conduct a robust check for the conclusion reached above, we also performed the 

Wilcoxon Rank-Sum test for the differences in the mean ratings among four parts of annual 

report. It can be seen from Table 36 below that based on Wilcoxon test, same conclusion 

could be reached. Thus, the result based on Tukey’s HSD test can be confirmed by the 

Wilcoxon test. 
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Table 36 Wilcoxon Rank-sum test for differences in the mean ratings between annual 
report elements 
  Wilcoxon Test 
Annual report parts in the order of perceived 
importance Z P 

(1) Financial statements 4.71 <.001** 
(2) Note disclosures -1.73 0.08 
(3) Management commentary 5.59 <.001** 
(4) Management representation and auditors' report _ _ 

**: Differences between adjacent ranks are significant at the 5%-level 

We are also interested in studying the mean rating values assigned to the four main parts of 

annual reports by each respondent group. The Tukey’s HSD tests were also conducted on the 

mean ratings of the four main parts for each respondent group. If the difference between two 

annual report parts’ mean ratings is not significantly different from each other at the 5%-level, 

then they are assigned into the same Tukey group. The Tukey grouping result is shown in 

Appendix B. We will only highlight the differences between the individual group result and 

the result for all user groups below. 

Unlike the test result for all user groups shown above, analysts does not perceive financial  

statements and note disclosures significantly different from each other in terms of importance,  

however they are still significantly more important than other parts of the annual report. 

The Tukey grouping result for bank employees who engage in credit rating service is quite 

different from the testing result for all user groups. The differences   among mean ratings for 

all four parts of the annual reports are not statistically significant at the 5%-level. Thus, they 

are of same importance level perceived by employees who engage in credit rating. 

For bank employees who engage in corporate advisory service, though they have the same 

rank for the four parts of annual reports comparing to the result for all users, the significance 

of differences between each part is different. The difference between mean ratings of financial 

statements and notes are not significantly different from each other at the 5%-level, and 

management commentary is also not significantly more important than management 

representation and auditors’ report at the 5%-level. 

Unlike the test result for all user groups, ratings of financial statements and management 

commentary are not significantly different from each other at the 5%-level, as perceived by 
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private investors. Besides, management commentary is also not significantly different from 

note disclosures in terms of perceived importance. 

For professional investors, the difference between mean ratings of financial statements and 

management commentary are not significantly different from each other at the 5%-level, 

however, same as the result for all user groups, management representation and auditors’ 

report is perceived as significantly less important than all other parts. 

 

For journalists, the differences among all four parts are not statistically significant at the 5%-

level. Thus, they are of same level of importance perceived by journalists statistically. This 

result is the same as what we concluded for bank employees who engage in credit rating 

service. 

 

5.2.2 Nine Information Elements of Management Commentary 
In order to test whether the mean point values of the nine elements of management 

commentary are significantly different from each other, we first performed the ANOVA 

procedure. The result shows that the mean points differ significantly across the nine 

information elements. (F (8, 261) = 14.94, p < 0.001).  We then conducted the Tukey’s HSD 

test on the mean ratings of them to find out which information elements are perceived 

significantly different in terms of importance. Table 37 below displays the results. 

From Table 37, we can see that information element that describes company's projected 

development, including specific assumptions and uncertainties which management has based 

and information element that describes the development of business activities and 

relationships in the past year, including comparisons with the forecast are ranked as the most 

and the second most needed elements in management commentary, and the difference 

between their mean points are not statistical significant at 5% level. But both of their mean 

points are statistically significantly different at 5% level from the other seven management 

commentary elements. Thus we can group these two management commentary elements 

together (Group A) and treat them as the most important element group in terms of perceived 

usefulness. 

Information elements that gives a description of company’s strategy; summary of financial 

highlights for the past five years and information elements that describes special risks, 

including business and financial risks are ranked as number three, four and five respectively 
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among all the information elements. The mean points to these three information elements 

assigned by all respondents are not statistically significantly different at 5% level from each 

other, but are statistically significantly different at 5% level from the other six information 

items. Thus we can group these three management commentary elements into Group B and 

treat them as the second most needed element group by all respondents. 

Description of main activities and investor information, including ownership, voting rights 

and powers to issue shares and purchase of own shares and are ranked number as number six 

and seven respectively among all the information elements. The mean points to the two 

information elements assigned by all respondents are not statistically significantly different at 

the 5%-level from each other, but are statistically significantly different at the 5%-level from 

the other seven information items. Thus we can group them into Group C and treat them as 

the second least valuable element group by all respondents. 

Last but not least, information elements regarding corporate social responsibilities and 

corporate governance are ranked as the least and second least important management 

commentary elements by all respondents. The mean points to the two information elements 

assigned are not statistically significantly different at the 5%-level from each other, but are 

statistically significantly different at the 5%-level from the other seven information items. 

Thus we can group them into Group D and treat them as the least importance element group 

in terms of perceived usefulness. 

The ranking and grouping of the nine information elements of management commentary has 

its meanings for both future studies and policy makers: we point out the priority of study and 

level of relative importance of each information element contained in management 

commentary. Furthermore, we assigned different elements into different groups, suggesting 

same treatment for elements under same group when evaluating user perceptions in Denmark.
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Table 37 Tukey's HSD test for differences in mean points of different management commentary elements 
  Mean point differences  
Management commentary in  order of perceived importance (2)   (3)   (4)   (5)   (6)   (7)   (8)   (9)    
                          
(1) Description of the company's projected development 0.960   3.194 ** 3.529 ** 5.198 ** 7.392 **' 9.454 ** 11.907 ** 13.824 **

 

(2) Description of the development of business activities and 
relationships in the past year 

   2.233 ** 2.568 ** 4.238 ** 6.432 ** 8.493 ** 10.947 ** 12.863 **
 

(3) Description of strategy       0.335   2.004   4.198 ** 6.260 ** 8.714 ** 10.630 **  
(4) Summary of financial highlights for the past five years          1.670   3.863 ** 5.925 ** 8.379 ** 5.925 **  
(5) Description of special risks             2.194 ** 4.256 ** 6.709 ** 8.626 **

 

(6) Description of main activities                2.062   4.515 ** 6.432 **  
(7) Investor information                   2.454 ** 4.370 **

 

(8) Corporate governance                      1.916    
(9) Statement of corporate social responsibility (CSR)                                  
                                   
** : Comparisons are significant at 5 per cent level                                  
                                   
Mean assignd points: (1)   (2)   (3)   (4)   (5)   (6)   (7)   (8)   (9) 
 17.273   16.313   14.079   13.744   12.075   9.881   7.819   5.366   3.449 
 Groups: A   A   B   B   B   C   C   D   D 
                                   

Note: Mean points with the same letter are not significantly different 
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A Wilcoxon test is again conducted as a robust check for the conclusion reached by the 

Tukey’s HSD test. Table 38 below displays the result. As we can see from Table 36, the 

conclusions of the two tests are very similar except for minor differences: Based on the 

Tukey’s HSD test, there is no significant difference between the mean ratings of description 

of strategy and summary of financial highlights for the past five years, but according to 

Wilcoxon test, description of strategy is perceived to be of significantly higher importance by 

respondents than summary of financial highlights for the past five years. Same applies to the 

difference between description of main activities and investor information and the difference 

between corporate governance and statement of corporate social responsibility. Based on 

Wilcoxon test, description of main activities is significantly more useful at the 5%-level 

compare to investor information and corporate governance is significantly more useful at the 

5%-level compare to statement of corporate social responsibility, but the Tukey’s HSD test 

results show that they are of same level of importance to users. 

Table 38 Wilcoxon Rank-sum test for differences in mean points of different 
management commentary elements 
  Wilcoxon Test 

Management commentary in the order of perceived importance Z P 

(1) Description of the company's projected development -1.02 0.3072 
(2) Description of the development of business activities and 
relationships in the past year 3.19 0.001** 
(3) Description of strategy -3.56 <.001** 
(4) Summary of financial highlights for the past five years -0.89 0.373 
(5) Description of special risks -4.116 <.001** 
(6) Description of main activities 3.448 <.001** 
(7) Investor information -5.907 <.001** 
(8) Corporate governance 5.118 <.001** 
(9) Statement of corporate social responsibility (CSR) − − 
**: Differences between adjacent ranks are significant at the 5%-level 

After showing that different information items are perceived to be of different usefulness by 

all respondents thus can be put in to different groups in the order of importance to all users, 

we would also like to investigate each respondent group and their individual perceptions 

towards the value of the nine selected elements of management commentary. The Tukey’s 

HSD tests were performed on the user group basis and the results are presented in Appendix C. 

Following we will discuss the most important findings and the obvious differences comparing 

to the result for all user groups. 
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Management commentary element that describes the company’s projected development is 

highly demanded by analysts, and its mean rating is significantly different from the other 

elements at 5% level, thus, it can be perceived as the most valuable element by analysts.  

Though bank employees who engage in credit rating service rank description of the 

development of business activities and relationships in the past year before the development 

of business activities and relationships in the past year, the mean points of them, together 

description of strategy and description of special risks are not significantly different from each 

other at 5% level, but they are statistically significantly different at the 5%-level from the 

other information items.  

The testing result for bank employees who engage in corporate advisory service is similar to 

the result for bank employees who engage in credit rating service. 

The Tukey grouping result for private investors is very different comparing to the result for all 

user groups. Summary of financial highlights for the past five years is ranked by private 

investors as the top management commentary element based on mean point and it is 

statistically significantly different from the mean points of the other elements at 5% level. 

Thus, we can conclude that, for private investors, summary of financial highlights for the past 

five years is the most useful element. This is a special observation for private investors, as it is 

the only respondent group that demands summary of financial highlights the most. 

The testing result for professional investors is also similar to the result for bank employees 

who engage in credit rating service. 

The Tukey’s HSD test result for journalists is quite different comparing to the result for all 

users. Journalists’ perception of different management commentary elements does not seem to 

be that different.  The only significant difference we found is that journalists perceive 

summary of financial highlights for the past five years and the description of the development 

of business activities and relationships in the past year significantly more important than 

description of main activities and statement of corporate social responsibility. There are no 

significant differences among other elements. However, since the sample size for journalists is 

too small, the testing result may not be able to represent the whole population in Denmark. So 

the test result for journalist is only shown for information purpose. 
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5.2.3 Fifteen Note Disclosure Items 
After we have carried out the one-way ANOVA procedures and the Tukey’s HSD tests on the 

four main parts of annual reports and the nine information elements of the management 

commentary part, we do the same tests for the fifteen note disclosure items to see whether the 

mean ratings of them are significantly different from each other. The one-way ANOVA result 

shows that significant differences do exist among the fifteen note disclosure items (F (14, 447) 

= 28.99, p < 0.001). Table 39 displays the result of the Tukey’s HSD tests on the differences 

in the mean ratings of different information items in the note disclosures part. 

Table 39 shows that specification of special items in the income statement, acquisition of 

subsidiaries and operations (business combinations) and significant and critical accounting 

estimates are perceived by users as the three most useful note disclosure items. However, the 

difference between their mean ratings are not statistically significant at the 5%-level. Besides, 

the less important items such as property, plant and equipment, contingent assets and 

liabilities, finance instruments, segment information, information on impairment tests for 

goodwill, related parties, and section on accounting policies cannot be grouped into a single 

group, since some of the items are significantly different from others, and some are not. 

Disclosure of share based payments pensions, income taxes and information on remuneration 

of company management are perceived to be significantly less useful than the other note 

disclosure items mentioned above, at the-5% level. However, the difference of mean ratings 

between them is not significantly different at-the 5% level from each other. We thus group 

them together and treat them as the second least important element group in terms of 

perceived usefulness. 

Disclosure of fees to the auditors is perceived to be the least useful information item in the 

note disclosure part, and the mean rating of it is significantly low at the 5%-level comparing 

to all other note disclosure items. 
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Table 39 Tukey's HSD test for differences in the mean ratings of different note disclosure items 
      Mean differences                         

Note disclosures in order of perceived 
importance (2)   (3)  (4)   (5)   (6)   (7)   (8)   (9)   (10)   (11)   (12)   (13)   (14)   (15)   

(1) Specification of special items in the 
income statement 0.130   0.315  0.372 ** 0.390 ** 0.390 ** 0.478 ** 0.562 ** 0.696 ** 0.716 ** 1.063 ** 1.134 ** 1.148 ** 1.179 ** 2.179 **

(2) Acquisition of subsidiaries and 
operations (business combinations)    0.185  0.242   0.247   0.260   0.348 ** 0.432 ** 0.566 ** 0.586 ** 0.933 ** 1.005 ** 1.019 ** 1.050 ** 2.049 **

(3) Significant and critical accounting 
estimates      0.057   0.062   0.075   0.163   0.247   0.380 ** 0.400 ** 0.747 ** 0.819 ** 0.833 ** 0.864 ** 1.864 **

(4) Property, plant and equipment         0.005   0.018   0.106   0.190   0.324   0.343 ** 0.691 ** 0.762 ** 0.776 ** 0.807 ** 1.807 **

(5) Contingent assets and liabilities            0.013   0.101   0.185   0.319   0.338 ** 0.686 ** 0.757 ** 0.771 ** 0.802 ** 1.802 **

(6) Financial instruments               0.088   0.172   0.306   0.326   0.673 ** 0.745 ** 0.758 ** 0.790 ** 1.789 **
(7) Segment information                  0.084   0.218   0.237   0.585 ** 0.656 ** 0.670 ** 0.701 ** 1.701 **
(8) Information on impairment tests for 
goodwill                     0.133   0.153   0.500 ** 0.572 ** 0.586 ** 0.617 ** 1.617 **

(9) Related parties                        0.020   0.367 ** 0.439 ** 0.452 ** 0.484 ** 1.484 **

(10) Section on accounting policies                           0.347 ** 0.419 ** 0.432 ** 0.464 ** 1.464 **

(11) Disclosure of share-based payments                              0.072   0.085   0.117   1.117 **
(12) Pensions                                 0.014   0.045   1.045 **
(13) Income taxes                                    0.032   1.031 **
(14) Information on remuneration of 
company management                                       0.100 **

(15) Disclosure of fees to the auditors                                                        
                                                             
** : Comparisons are significant at 5 per cent level                                                 
                                                             
Mean assignd points (1)   (2)   (3)  (4)   (5)   (6)   (7)   (8)   (9)   (10)   (11)   (12)   (13)   (14)   (15)   
  4.152   4.023   3.837  3.780   3.775   3.763   3.674   3.590   3.457   3.437   3.090   3.018   3.004   2.973   1.973   
  A   A   A  D   D   D   D   D   D                           
      B   B  B   B   B                                      

          C  C   C   C   C   C                              
                     E   E   E   E   E   F   F   F   F   G   
Note: Means with the same letter are not significantly different 
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Table 40 Wilcoxon Rank-sum test for differences in mean ratings of different note 
disclosure items 
  Wilcoxon Test 
Note disclosures in order of perceived importance Z P 
(1) Specification of special items in the income statement -1.43 0.153 
(2) Acquisition of subsidiaries and operations (business 
combinations) -2.03 0.043** 

(3) Significant and critical accounting estimates 0.54 0.586 
(4) Property, plant and equipment 0.03 0.974 
(5) Contingent assets and liabilities 0.39 0.697 
(6) Financial instruments -0.56 0.573 
(7) Segment information 0.85 0.398 
(8) Information on impairment tests for goodwill -1.73 0.084 
(9) Related parties 0.00 1.000 
(10) Section on accounting policies 3.11 0.002** 
(11) Disclosure of share-based payments -0.74 0.459 
(12) Pensions -0.05 0.959 
(13) Income taxes -0.38 0.707 
(14) Information on remuneration of company management 9.05 <.001**
(15) Disclosure of fees to the auditors − − 

**: Differences between adjacent ranks are significant at the 5%-level  

In order to conduct a robust check on the conclusion reached above based on the Tukey’s 

HSD test; we performed a Wilcoxon test, with the testing results showing in Table 40 above. 

It can be seen that the test result of Wilcoxon assembles the result of the Tukey’s HSD test 

except for one difference: Based on the Tukey’s HSD test, there is no significant difference 

between the mean ratings of acquisition of subsidiaries and operations and significant and 

critical accounting estimates, but according to Wilcoxon test, acquisition of subsidiaries and 

operations is perceived to be of significantly higher importance by respondents than 

significant and critical accounting estimates. 

After testing the differences in the mean ratings of note disclosure items for all user groups, 

we further carry out the tests per user group. The Tukey’s HSD test results per user group are 

shown in Appendix D. 

Unlike the test result for all user groups, analysts perceive segment information significantly 

more useful than all other note disclosure items except specification of special items in the 

income statement and acquisition of subsidiaries and operations at the 5%-level. However, 

same as the test result for all user groups, disclosure of fees to the auditors is perceived by 

analysts to be the least useful information item in the note disclosure part, and the mean rating 

of it is significantly low at the 5%-level comparing to all other note disclosure items. 
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It appears that differences of perceptions on different note disclosures items are not so 

significant for bank employees who engage in credit rating service. The eight most useful note 

disclosure items are not significantly different from each other at the 5%-level. The only item 

which is clearly significantly less useful than all other items is disclosure of fees to the 

auditors. 

The Tukey’s HSD test result for bank employees who engage in corporate advisory service is 

quite similar to the result for bank employees who engage in credit rating service. 

It is very difficult to group the different note disclosure items according to private investors’ 

perceptions. There is no significant difference at the 5%-level between adjacently-ranked note 

disclosure items. Though acquisition of subsidiaries and operations has the highest mean 

rating, it is not significantly different from other note disclosure items, except the least useful 

group which includes pensions, segment information, income taxes, section on accounting 

policies and disclosure of fees to the auditors.  

For professional investors, there is no significant difference at the 5%-level between 

adjacently-ranked note disclosure items, except between the two least useful note disclosure 

items: income taxes and disclosure of fees to the auditors. Thus for professional investors, the 

only item which is clearly significantly less useful than all other items is disclosure of fees to 

the auditors. 

Test result for journalists is very different from all other user groups. The differences between 

the mean ratings of all other note disclosures items except fixed asset are not significant at the 

5%-level. Journalists only perceive fixed asset as the least useful note disclosure item. Again, 

due to the limited sample size for journalist, this result is only for information purpose. 

5.2.4 Conclusion from Hypothesis Two Testing 
After testing data through the one-way ANOVA and subsequent Tukey’s HSD test, as well as 

doing a robust check through Wilcoxon test, we confirmed that financial statements part is 

perceived by users to be the most important part in annual report. The importance given by 

respondents to the note disclosures part and management commentary part turns out not to be 

significantly different. On the other hand, management representation and auditors’ report is 

perceived by respondents to be the least important part in annual report. 

In the management commentary part, information element that describes company's projected 

development and information element that describes the development of business activities 
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and relationships in the past year are perceived as the two most needed information elements. 

On the other hand, information elements regarding corporate social responsibilities and 

corporate governance are perceived as the two least needed management commentary 

elements 

In the note disclosure part, specification of special items in the income statement, acquisition 

of subsidiaries and operations (business combinations) and significant and critical accounting 

estimates are perceived by users as the three most useful note disclosure items, and disclosure 

of fees to the auditors is perceived to be the least useful information item in this part. 

5.3 Hypothesis Three 
Hypothesis three states that different user groups have different information needs, thus 

different user perceptions towards annual report information items. 

To test the third hypothesis, user groups were compared pair-wise across individual 

information items on annual reports. We first run the one-way ANOVA procedures per each 

individual information item to test whether different user groups’ perceptions on each 

information item are significantly different. When one-way ANOVA shows that significant 

difference does exist, we then continue with pair-wise comparisons of means for this 

individual information item through t-tests.  Since the sample size for journalists is too small 

to draw any conclusion, we did not compare journalists with other user groups. Therefore, 

there are ten pairs to compare. Data collected from Questions 3.1 to 3.3 were processed in 

SAS to test this hypothesis. 

5.3.1 Between Group Comparisons – Four Main Parts of Annual Reports 
The one-way ANOVA was undertaken to test whether the different user groups perceive any 

part of annual reports differently. The result is summarized in below table. 

Table 41 One-way ANOVA result for user group comparisons on the four main parts of 
annual reports 
  One-way ANOVA 

Annual report four main parts F(5, 238) P 

(1) Financial statements 15.96 <.001*** 
(2) Note disclosures 28.53 <.001*** 
(3) Management commentary -4.96  <.001*** 
(4) Management representation and auditors' report 22.78 <.001*** 
 
*** Difference is significantly at 1 per cent level 
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The one-way ANOVA results show that user groups’ perceptions towards all four parts of the 

annual reports are different. We thus continue with the pair-wise per item group perception 

mean comparisons on the four main parts of annual reports to find out what the differences are. 

We in total carried out 40 t-tests and the result is presented in Table 42.  

Bank-Corporate advisory vs. Private investors 

It appears that bank employees who engage in corporate advisory have significantly different 

needs comparing private investors. Their perceptions on the needs for the four main parts of 

annual reports are all significantly different at the 1%-level. Bank employees who engage in 

corporate advisory assigned significantly higher mean ratings for all four parts of the annual 

reports: financial statements (p-value < 0.001), management commentary (p-value = 0.005), 

notes disclosures (p-value < 0.001) and management representation and auditors’ report (p-

value < 0.001).  This indicates that in general, bank employees who engage in corporate 

advisory perceive annual reports significantly more important than private investors do. 

Bank- Corporate advisory vs. Professional investors 

Bank employees who engage in corporate advisory and professional investors have 

significantly different needs for note disclosures (p-value < 0.001) and management 

representation/auditors’ report (p-value < 0.001), both at the 1%-level. Bank employees who 

engage in corporate advisory perceive both items significantly more important than 

professional investors do. No significant statistical differences were found for their 

perceptions on financial statements and management commentary, representing 50% of the 

per item perception comparison consensus between bank employees who engage in corporate 

advisory and professional investors.  

Bank- corporate Advisory vs. Analysts 

The ranking of importance of the four main parts of annual reports are perceived to be the 

same by both groups: financial statements > notes disclosures > management commentary > 

management representation and auditors’ report. However, mean ratings assigned by bank 

employees who engage in corporate advisory to management commentary is significantly 

higher at the 10%-level than analysts did (p-value=0.057) and management 

representation/auditors’ report significantly higher at the 1%-level (p-value<0.001).No 

significant statistical differences were found for their perceptions on financial statements and 
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note disclosures, representing 50% of the per item perception comparison consensus between 

bank employees who engage in corporate advisory and analysts. 

Bank-Corporate advisory vs. Bank-Credit rating 

Like the previous comparison, the ranking of importance of the four main parts of annual 

reports are also perceived to be the same by both groups: financial statements > notes 

disclosures > management commentary > management representation and auditors’ report. 

However, mean ratings assigned by bank employees who engage in credit rating to 

management commentary is significantly higher at 10%-level than analysts did (p-value = 

0.078), and management representation/auditors report significantly higher at the 1%-level (p-

value = 0.007). No significant statistical differences were found for their perceptions on 

financial statements and note disclosures, representing 50% of the per item perception 

comparison consensus between bank employees who engage in corporate advisory and bank 

employees who engage in corporate advisory. 

Private investors vs. Professional investors 

The ranking of importance of the four main parts of annual reports are also perceived to be the 

same by both groups: financial statements > management commentary > notes disclosures > 

management representation/auditors’ report. However, by assigning higher ratings, 

professional investors perceive financial statements (p-value < 0.001) and note disclosures (p- 

value = 0.003) significantly more important than private investors do at the 1%-level, and 

management commentary (p-value = 0.041) significantly more important at the 5%-level. No 

significant statistical difference was only found for management representation/ auditors’ 

report, representing 25% of the per item perception comparison consensus between 

professional investors and private investors. 

Private investors vs. Analysts 

Analysts perceive financial statements (p-value < 0.001) and notes disclosures (p-value = 

0.003) significantly more important than private investors do at the 1%-level, however private 

investors perceive management representation and auditors’ report (p-value = 0.090) 

significantly more important than analysts do at the 10%-level. No significant statistical 

difference was only found for management commentary, representing 25% of the per item 

perception comparison consensus between analysts and private investors. 
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Private investors vs. Bank-Credit rating 

Like the previous comparison between private investors and bank employees who engage in 

corporate advisory, it appears that bank employees who engage in credit rating also have 

significantly different needs comparing private investors. Their perceptions on the needs for 

the four main parts of annual reports are all significantly different at the 1%-level. Bank 

employees who engage in credit rating assigned significantly higher mean ratings for all four 

parts of the annual reports: financial statements (p-value < 0.001), management commentary 

(p-value < 0.001), notes disclosures (p-value < 0.001) and management representation and 

auditors’ report (p-value < 0.001).  This indicates that in general, bank employees who engage 

in credit rating perceive annual reports significantly more important than private investors do. 

Professional investors vs. Analysts 

Analysts perceive financial statements (p-value = 0.090) significantly more important than 

professional investors do at the 10%-level, and note disclosures (p-value < 0.001) 

significantly more important at the 1%-level. No significant statistical difference was found 

for management commentary and management representation/auditors’ report, representing 

50% of the per item perception comparison consensus between professional investors and 

analysts. 

Professional investors vs. Bank-Credit rating 

Bank employees who engage in credit rating perceive all parts except financial statements 

significantly more important than professional investors do: management commentary (p-

value = 0.024) at the 5%-level; notes disclosures (p-value < 0.001) and management 

representation/auditors’ report (p-value < 0.001) at the 1%-level. No significant statistical 

difference only represent 25% of the per item perception comparison consensus between 

professional investors and bank employees who engage in credit rating. 

Analysts vs. Bank-Credit rating 

Bank employees who engage in credit rating perceive both management commentary and 

management representation/auditors’ report significantly more important than analysts do at 

the 1%-level (both p-value < 0.001). No significant statistical difference was found for 

financial statements and note disclosures, representing 50% of the per item perception 

comparison consensus between analysts and bank employees who engage in credit rating. 
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What can be seen from the above analysis is that the consensuses between different 

respondent groups are very low in general regarding the perceived usefulness of the four main 

parts of annual report. Among all the user groups, there does not exist any consensus at all 

between bank employees who engage in corporate advisory and private investors, and 

between bank employees who engage in credit rating and private investors. 

Among the above 40 t-tests carried out, statistical significant differences was found in 26 of 

them, representing 65% of the pair-wise per item group perception mean comparisons. Since 

there is apparently no per item consensus between user groups, the third hypothesis can be 

confirmed for the four main parts of annual reports.  
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Table 42 Between group comparisons on the four main parts of annual reports 
Information Items Bank-Corporate 

advisory vs 
Private investors 

Bank- Corporate 
advisory vs 
Professional 

investors 

Bank-Corporate 
advisory vs 

analysts 

Bank-Corporate 
Advisory vs 
Bank- Credit 

rating 

Private investors 
vs Professional 

investors 

Private investors 
vs Analysts 

Private investors 
vs Bank- Credit 

rating 

Professional 
investors vs 

Analysts 

Professional 
investors vs 
Bank- Credit 

rating 

Analysts vs Bank- 
Credit rating 

  t p t p t p t p t p t p t p t p t p t p 

Management 
commentary 

2.92 0.005*** 0.73 0.465 1.93 0.057* -1.79 0.078* -2.07 0.041** 1.16 0.248 4.80 < .001*** -1.00 0.322 2.30 0.024** -3.56 < .001***

Financial 
statements 

6.20 <.001*** 1.16 0.249 -0.61 0.542 -0.18 0.859 -4.33 < .001*** 7.11 < .001 6.44 < .001*** 1.72 0.090* 1.33 0.189 0.42 0.673 

Management 
representation 
and auditors’ 
report 

4.26 < .001*** 4.22 < .001*** 5.54 <.001*** - 2.82 0.007*** 0.51 0.608 -1.71 0.09* 8.81 <.001*** -1.01 0.315 7.93 <.001*** -10.33 <.001*** 

Notes 
disclosures 

8.64 <.001*** 4.33 <.001*** -0.12 0.903 -0.60 0.549 -3.06 0.003*** 9.30 <.001*** 9.38 <.001*** 4.62 <.001*** 4.85 <.001*** -0.54 0.593 

 

Notes: 
P: Two-tailed p-value 
* Difference is significant at the 10 per cent level 
** Difference is significant at the 5 per cent level 
*** Difference is significant at the 1 per cent level 
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5.3.2 Between Group Comparisons – Management Commentary 
Information Elements   

After comparing the user perceptions of the four main parts of annual report, we then 

conducted the one-way ANOVA procedure to test whether different user groups perceive the 

nine management commentary information elements differently.  The result is summarized in 

below table. 

Table 43 One-way ANOVA result for user group comparisons on the nine information 
elements in the management commentary part 
  One-way ANOVA 

Nine information items in management commentary F(5, 221) P 

(1) Description of the company's projected 
development 8.54 <.001*** 

(2) Description of the development of business 
activities and relationships in the past year 2.66 0.023** 

(3) Description of strategy 6.09 <.001** 
(4) Summary of financial highlights for the past five 
years 13.36 <.001*** 

(5) Description of special risks 4.90 <.001*** 
(6) Description of main activities 2.23 0.052* 
(7) Investor information 2.04 0.074* 
(8) Corporate governance  2.78 0.018** 
(9) Statement of corporate social responsibility (CSR) 2.15 0.061* 
 
* Difference is significant at the 10 per cent level 
** Difference is significant at the 5 per cent level 
*** Difference is significantly at 1 per cent level 
 
The one-way ANOVA results show that user groups’ perceptions towards all nine information 

elements in the management commentary part are different. We thus continue with the pair-

wise per item group perception mean comparisons on the nine management commentary 

information elements to find out what the differences are. We in total carried out 90 t-tests and 

the result is presented in table 44.  

Bank-Corporate advisory vs. Private investors 

It appears that bank employees who engage in corporate advisory have significantly different 

needs for three information items in the management commentary part comparing to private 

investors at the 1%-level: description of strategy (p-value = 0.002); summary of financial 

highlights for the past five years (p-value < 0.001); and description of special risks, including 
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business and financial risks (p-value = 0.001). Description of strategy and description of 

special risks, including business and financial risks are perceived to be significantly more 

important by bank employees who engage in corporate advisory than by private investors, 

while summary of financial highlights for the past five years is perceived to be significantly 

more important by private investors than by bank employees who engage in corporate 

advisory. This is probably because these two user groups use different analysis method when 

undertaking business assessment. We got to know from the result of Question 2.1 that private 

investors use fundamental analysis the most among all the analysis methods, and fundamental 

analysis relies on financial statements and accounting numbers. Bank employees use 

budgeting analysis and bankruptcy risk models a lot, which is closely related to a company’s 

strategy and risks. No significant statistical differences were found for the rest six information 

elements in management commentary, representing 66.67% consensus between bank 

employees who engage in corporate advisory and private investors regarding management 

commentary.  

Bank-Corporate advisory vs. Professional investors 

Bank employees who engage in corporate advisory have significantly different needs for two 

information items at the 10%-level and one at the 1%-level in the management commentary 

part comparing to professional investors: description of the company's projected development 

(p-value = 0.099), summary of financial highlights for the past five years (p-value < 0.079), 

and description of special risks, including business and financial risks (p-value = 0.009). 

Description of the company's projected development and summary of financial highlights for 

the past five years are perceived to be significantly more important by professional investors 

than by bank employees who engage in corporate advisory (both significant at 10% level), and 

description of special risks, including business and financial risks is perceived to be 

significantly more important than bank employees who engage in corporate advisory services. 

This is probably also due to the different analysis methods that these two groups use. No 

significant statistical differences were found for the rest six information elements in 

management commentary, representing 66.67% of the per item perception comparison 

consensus between bank employees who engage in corporate advisory and professional 

investors.  
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Bank-Corporate advisory vs. Analysts 

Bank employees who engage in corporate advisory have significantly different needs for one 

information item at the 10%-level, one at the 5%-level and two at the 1%-level in the 

management commentary part comparing to analysts: description of the company's projected 

development (p-value < 0.001), summary of financial highlights for the past five years (p-

value=0.091), corporate governance (p-value = 0.008) and statement of corporate social 

responsibility (p-value = 0.016). Analysts perceive description of the company’s projected 

development significantly more important than bank employees who engage in corporate 

advisory do. The other three items are perceived to be more important by bank employees 

who engage in corporate advisory than by analysts. No significant statistical differences were 

found for the rest five information elements in management commentary, representing 55.56% 

of the per item perception comparison consensus between bank employees who engage in 

corporate advisory and analysts.  

Bank-Corporate advisory vs. Bank-Credit rating 

No statistical significance was found on the perceptions of most of the information items 

between bank employees who engage in corporate advisory and bank employees who engage 

in credit rating. These two user groups only differ significantly on the need for one 

information item at the 5%-level: corporate governance (p-value = 0.016). Bank employees 

who engage in corporate advisory assigned more points to corporate governance than bank 

employees who engage in credit rating. However, both groups ranked corporate advisory as 

the second least important information item in the management commentary part. Since the 

perceptions on 88.89% of the management commentary information elements are not 

significantly different for these two groups of bank employees, we suggest that they can be 

treated as a single group in the future studies of this area. 

Private investors vs. Professional investors 

Private investors have significantly different needs for four information items at the 1%-level 

in the management commentary part comparing to professional investors: description of the 

company's projected development (p-value = 0.003), description of the development of 

business activities and relationships in the past year (p-value = 0.003), description of strategy 

(p-value = 0.001), and summary of financial highlights for the past five years (p-value = 

0.008). Private investors perceive the summary of financial highlights for the past five years 
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significantly more important than professional investors do. The other three items are 

perceived to be more important by professional investors than by private investors. No 

significant statistical differences were found for the rest five information elements in 

management commentary, representing only 55.56% of the per item perception comparison 

consensus between private investors and professional investors.  

Private investors vs. Analysts 

Private investors and analysts differ significantly in their perceptions towards management 

commentary information items: six items at the 1%-level and one item at the 10%-level. 

Summary of financial highlights for the past five years is perceived to be significantly more 

important by private investors than by analysts (p-value < 0.001), and the other six 

information items are perceived to be significantly more important by analysts than by private 

investors: description of the company's projected development (p-value < 0.001), description 

of the development of business activities and relationships in the past year (p-value = 0.005), 

description of strategy (p-value < 0.001), description of special risks (p-value = 0.001), 

description of main activities (p-value = 0.069), and description corporate social responsibility 

(p-value = 0.007). No significant statistical differences were found for the rest two 

information elements in management commentary, only representing 22.22% of the per item 

perception comparison consensus between private investors and analysts.  

Private investors vs. Bank-Credit rating 

Private investors have significantly different needs for three information items at the 1%-level 

and one at the 5%-level in the management commentary part comparing to bank employees 

who engage in credit rating: description of the development of business activities and 

relationships in the past year (p-value = 0.050), summary of financial highlights for the past 

five years (p-value = 0.003), description of strategy (p-value < 0.001), and description of 

special risks (p-value = 0.001). Again summary of financial highlights for the past five years 

is perceived to be significantly more important by private investors than by bank employees 

who engage in credit rating, and the other three information items are perceived to be 

significantly more important by bank employees who engage in credit rating than by private 

investors. No significant statistical differences were found for the rest five information 

elements in management commentary, only representing 55.56% of the per item perception 

comparison consensus between private investors and bank employees who engage in credit 

rating. 
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Professional investors vs. Analysts 

We further compared professional investors and analysts and found that they have 

significantly different needs for one information item at the 5%-level and two at the 1%-level 

in the management commentary part: description of the company's projected development (p-

value = 0.048), description of special risks (p-value = 0.005), and summary of financial 

highlights for the past five years (p-value = 0.007). The first two items are considered to be 

more important by analysts, whereas the last item is considered to be more important by 

professional investors. No significant statistical differences were found for the rest six 

information elements in management commentary, representing 66.67% of the per item 

perception comparison consensus between professional investors and analysts.  

Professional investors vs. Bank-Credit rating 

Between professional investors and bank employees who engage in credit rating, the 

significant differences appear in one information item at the 10%-level and one at the 1%-

level: description of the company's projected development (p-value = 0.071) and description 

of special risks (p-value = 0.004). The former is perceived to be significantly more important 

by professional investors, and the latter is perceived to be significantly more important by and 

bank employees who engage in credit rating. No significant statistical differences were found 

for the rest seven information elements in management, representing 77.78% of the per item 

perception comparison consensus between professional investors and bank employees who 

engage in credit rating. 

Analysts vs. Bank-Credit rating 

The last comparison for the management commentary part is between analysts and bank 

employees who engage in credit rating. Perception of one item at each confidence level 

appears to be significantly different between the two user groups: description of the 

company's projected development (p-value = 0.071), description of strategy (p-value = 0.084) 

and description of main activity (p-value = 0.013). The first two items are perceived to be 

more important by analysts, whereas the last item is considered more important by bank 

employees who engage in credit rating. No significant statistical differences were found for 

the rest six information elements in management, representing 66.67% of the per item 

perception comparison consensus between professional investors and bank employees who 

engage in credit rating.  
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From the above between group comparisons, we can see that private investors perceives  

summary of financial highlights for the past five years to be significantly more important than 

all the other user groups do.   

What can also be seen from the above analysis is that the consensus between bank employees 

engage in corporate advisory service and bank employees engage in credit rating service is the 

highest (88.89%) regarding the perceived usefulness of elements in management commentary. 

On the other hand, private investors and analysts have very different opinion on the usefulness 

of the nine information elements of management commentary, reaching a consensus of 22.22% 

only.  

And among the above 90 t-tests carried out in the management commentary part, statistical 

significance was found in 32 of them, representing 35.56% of the pair-wise per item group 

perception mean comparisons. Since there is apparently no per item consensus between user 

groups, the third hypothesis can be accepted in the management commentary part.
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Table 44 Between group comparison on management commentary information items 

Information Items 

Bank-Corporate 
advisory vs 

Private investors 

Bank- Corporate 
advisory vs 
Professional 

investors 

Bank-Corporate 
advisory vs 

Analysts 

Bank-
Corporate 

Advisory vs 
Bank- Credit 

rating 

Private investors 
vs Professional 

investors 

Private investors 
vs Analysts 

Private investors 
vs Bank- Credit 

rating 

Professional 
investors vs 

Analysts 

Professional 
investors vs 
Bank- Credit 

rating 

Analysts vs 
Bank- Credit 

rating 

  t p t p t p t p t p t p t p t p t p t p 

Description of the 
company's projected 
development 

0.45 0.152 -1.67 0.099* -4.13 <.001*** 0.22 0.827 -3.04 0.003*** 5.92 <.001*** 1.18 0.242 2.00 0.048** -1.83 0.071* 4.10 <.001***

Description of the 
development of 
business activities 
and relationships in 
the past year 

1.53 0.129 -0.6 0.553 -1.01 0.318 -0.77 0.446 -3.11 0.003*** 2.84 0.005*** 2.00 0.050** -1.03 0.304 -0.87 0.386 0.06 0.952 

Description of 
strategy 

3.14 0.002*** 0.47 0.638 -0.88 0.382 0.55 0.583 -2.73 0.008*** 5.1 <.001*** 3.10 0.003*** 1.52 0.131 0 0.999 1.75 0.084* 

Summary of financial 
highlights for the past 
five years 

-4.26 <.001*** -1.78 0.079* 1.73 0.091* 0.47 0.641 4.03 0.001*** -6.22 <.001*** -4.97 <.001*** -2.81 0.007*** -1.21 0.232 -1.52 0.132 

Description of 
special risks 

3.32 0.001*** 2.68 0.009*** 0.05 0.960 -0.49 0.624 -0.73 0.467 3.51 0.001*** 3.54 0.001*** 2.85 0.005*** 3 0.004*** -0.61 0.542 

Description of main 
activities 

-0.88 0.384 -0.39 0.698 0.75 0.454 -1.65 0.103 0.52 0.607 -1.84 0.069* 0.95 0.344 -1.22 0.226 1.32 0.190 -2.52 0.013** 

Investor information 0.62 0.539 0.55 0.584 0.75 0.456 -0.41 0.687 -0.09 0.927 -0.02 0.984 1.18 0.240 -0.13 0.898 1.11 0.271 -1.41 0.161 

Corporate 
governance 

1.42 0.160 2.48 0.016 2.74 0.008*** 2.48 0.016** 0.92 0.359 -1.18 0.239 -1.05 0.297 -0.17 0.867 -0.15 0.879 0.00 0.998 

Statement of 
corporate social 
responsibility (CSR) 

-0.04 0.966 1.24 0.221 2.45 0.016** 0.75 0.454 1.42 0.160 -2.77 0.007*** -0.90 0.370 -1.12 0.265 0.46 0.650 -1.60 0.114 

 
Notes: 
P: Two-tailed p-value 
* Difference is significantly at the 10 per cent level 
** Difference is significantly at the 5 per cent level 
*** Difference is significantly at the 1 per cent level
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5.3.3 Between Group Comparisons – Note Disclosure Items 
We finally compared the user perceptions of the 15 note disclosure items. The one-way 

ANOVA procedure was performed to test whether different user groups perceive the 15 note 

disclosure items differently.  The result is summarized in below table. 

Table 45 One-way ANOVA result for user group comparisons on the 15 note disclosure 
items 
  One-way ANOVA 

15 information items in note disclosures F P 

(1) Specification of special items in the income 
statement 4.23 0.001*** 

(2) Acquisition of subsidiaries and operations 
(business combinations) 3.68 0.030** 

(3) Significant and critical accounting estimates 1.45 0.206 
(4) Property, plant and equipment 9.71 <.001*** 
(5) Contingent assets and liabilities 6.87 <.001*** 
(6) Financial instruments 13.31 <.001*** 
(7) Segment information 16.1 <.001*** 
(8) Information on impairment tests for goodwill 3.74 0.003** 
(9) Related parties 10.16 <.001*** 
(10) Section on accounting policies 7.91 <.001*** 
(11) Disclosure of share-based payments 10.34 <.001*** 
(12) Pensions 1.30 0.267 
(13) Income taxes 3.66 0.003*** 
(14) Information on remuneration of company 
management 13.96 <.001*** 

(15) Disclosure of fees to the auditors 12.51 <.001*** 
 
* Difference is significant at the 10 per cent level 
** Difference is significant at the 5 per cent level 
*** Difference is significantly at 1 per cent level 

The one-way ANOVA results presented above show that user groups’ perceptions towards the 

15 information items in the note disclosures part are statistically significantly different in 

general except for significant and critical accounting estimates and pensions. We continue 

with the pair-wise per item group perception mean comparisons on the 15 note disclosure 

items to find out what the differences are.  

Please notice that even though significant and critical accounting estimates and pensions got 

very high between group consensuses according to the one-way ANOVA test, we still 



The Future of Annual Reports    5. Hypothesis Testing 

By: Mei Hua and Qian Huang    Page 98 of 131 

conducted pair-wise per item group perception mean comparisons on them. This could be 

seen as a robust check on the one-way ANOVA testing results, and we are also interest to see 

the detailed between-group testing results. In total, we carried out 150 t-tests and the result is 

presented in Table 46.  

Bank-Corporate advisory vs. Private investors 

It appears that bank employees who engage in corporate advisory have significantly different 

needs for five information items at the 1%-level and two at the 10%-level in the note 

disclosures part compare to private investor. The seven information items are: disclosure of 

fees to the auditors (p-value = 0.001); disclosure of share-based payments (p-value < 0.001); 

information on remuneration of company management (p-value < 0.001); specification of 

special items in the income statement (p-value = 0.060); information on the impairment tests 

for goodwill (p-value = 0.007); property, plant and equipment (p-value = 0.006) and 

contingent assets and liabilities (p-value = 0.090). Specification of special items in the income 

statement; information on the impairment tests for goodwill; property, plant and equipment 

and contingent assets and liabilities are perceived to be significantly more important by bank 

employees who engage in corporate advisory compare to private investors, while disclosure of 

fees to the auditors; disclosure of share-based payments and information on remuneration of 

company management are perceived to be significantly more important by private investors 

than by bank employees who engage in corporate advisory. No significant statistical 

differences were found for the rest eight note items, representing 53.33% consensus between 

bank employees who engage in corporate advisory and private investors regarding note 

disclosures elements.  

Bank-Corporate advisory vs. Professional investors 

Bank employees who engage in corporate advisory have significantly different needs for five 

note items at the 1%-level, three note items at the 5%-level and one note item at the 10%-level 

in the note disclosures part compare to professional investors, and they are: segment 

information (p-value = 0.023); disclosure of share-based payments (p-value < 0.001); 

information on remuneration of company management (p-value = 0.018); information on 

impairment tests for goodwill (p-value < 0.001); pensions (p-value = 0.098); acquisition of 

subsidiaries and operations (p-value = 0.016); financial instruments (p-value < 0.001); related 

parties (p-value < 0.001) and contingent assets and liabilities (p-value = 0.004). Information 

on impairment tests for goodwill; acquisition of subsidiaries and operations; financial 
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instruments; related parties and contingent assets and liabilities are perceived to be 

significantly more important by bank employees who engage in corporate advisory compare 

to private investors, while segment information; disclosure of share-based payments; 

information on remuneration of company management and pensions are perceived to be 

significantly more important by professional investors than by bank employees who engage in 

corporate advisory. No significant statistical differences were found for the rest six note items, 

representing 40% consensus between bank employees who engage in corporate advisory and 

professional investors regarding note disclosures elements.  

Bank-Corporate advisory vs. Analysts 

Bank employees who engage in corporate advisory have significantly different needs for five 

note items at the 1%-level and two note item at the 5%-level in the note disclosures part 

compare to analysts, and they are: segment information (p-value < 0.001); disclosure of share-

based payments (p-value < 0.001); information on impairment tests for goodwill (p-value = 

0.015); property, plant and equipment (p-value = 0.018); financial instruments (p-value < 

0.001); related parties (p-value < 0.001) and contingent assets and liabilities (p-value = 0.002). 

Information on impairment tests for goodwill; property, plant and equipment; financial 

instruments; related parties and contingent assets and liabilities are perceived to be 

significantly more important by bank employees who engage in corporate advisory compare 

to analysts, while segment information; disclosure of share-based payments are perceived to 

be significantly more important by analysts than by bank employees who engage in corporate 

advisory. No significant statistical differences were found for the rest eight note items, 

representing 53.33% consensus between bank employees who engage in corporate advisory 

and analysts regarding note disclosures elements.  

Bank-Corporate advisory vs. Bank-credit rating 

Bank employees who engage in corporate advisory have significantly different needs for one 

note items at the 1%-level and one note item at the 5%-level and two note item at the 10%-

level in the note disclosures part compare to bank employees who engage in credit rating, and 

they are: section on accounting policies (p-value = 0.004); specification of special items in the 

income statement (p-value < 0.048); property, plant and equipment (p-value = 0.086) and 

contingent assets and liabilities (p-value = 0.092). All the above four note disclosure items are 

perceived to be significantly more important by bank employees who engage in credit rating 

compare to bank employees who engage in corporate advisory. No significant statistical 



The Future of Annual Reports    5. Hypothesis Testing 

By: Mei Hua and Qian Huang    Page 100 of 131 

differences were found for the rest 11 note items, representing 73.33% consensus between 

bank employees who engage in corporate advisory and bank employees who engage in credit 

rating regarding note disclosures elements.  

Private investors vs. professional investors 

Private investors have significantly different needs for two note items at the 1%-level, one 

note item at the 5%-level and one note item at the 10%-level in the note disclosures part 

compare to professional investors. The four note items are: segment information (p-value < 

0.001); disclosure of fees to the auditors (p-value < 0.001); information on remuneration of 

company management (p-value = 0.041) and financial instruments (p-value = 0.069). 

Disclosure of fees to the auditors; information on remuneration of company management and 

financial instruments are perceived to be significantly more important by private investors 

than by professional investor, while segment information is perceived to be significantly more 

important by professional investors than by private investors. No significant statistical 

differences were found for the rest 11 note items, representing 73.33% consensus between 

private investors and professional regarding note disclosures elements.  

Private investors vs. Analysts 

Private investors have significantly different needs for seven note items at the 1%-level and 

two note item at the 10%-level in the note disclosures part compare to analysts. The nine note 

items are: section on accounting policies (p-value < 0.001); segment information (p-value < 

0.001); disclosure of fees to the auditors (p-value < 0.001);  disclosure of share-based 

payments (p-value = 0.002); information on remuneration of company management (p-value 

< 0.001); specification of special items in the income statement (p-value = 0.008); income 

taxes (p-value = 0.056); related parties (p-value < 0.001) and contingent assets and liabilities 

(p-value = 0.096). Section on accounting policies; segment information; specification of 

special items in the income statement and income taxes are perceived to be significantly more 

important by private investors than by analysts, while disclosure of fees to the auditors; 

disclosure of share-based payments; information on remuneration of company management; 

related parties and contingent assets and liabilities are perceived to be significantly more 

important by analysts than by private investors. No significant statistical differences were 

found for the rest six note items, representing 40% consensus between bank employees who 

engage in corporate advisory and professional investors regarding note disclosures elements.  
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Private investors vs. Bank-Credit rating 

Private investors have significantly different needs for eight note items at the 1%-level and 

three note item at the 10%-level in the note disclosures part compare to bank employees that 

engage in credit rating. The eleven note items are: section on accounting policies (p-value < 

0.001); significant and critical accounting estimates (p-value = 0.028); disclosure of auditor 

fees (p-value < 0.001);  disclosure of share-based payments (p-value < 0.001); information on 

remuneration of company management (p-value < 0.001); specification of special items in the 

income statement (p-value < 0.001); property, plant and equipment (p-value < 0.001); 

acquisition of subsidiaries and operations (p-value = 0.071); financial instruments (p-value < 

0.001); related parties (p-value = 0.065) and contingent assets and liabilities (p-value = 0.002). 

Disclosure of auditor fees; disclosure of share-based payments and information on 

remuneration of company management are perceived to be significantly more important by 

bank employees that engage in credit rating than by private investors, while the other eight 

note items listed above are perceived to be significantly more important by private investors 

than by bank employees that engage in credit rating. No significant statistical differences were 

found for the rest four note items, representing 36.36% consensus between private investors 

and bank employees that engage in credit rating regarding note disclosures elements.  

Professional investors vs. Analysts 

Professional investors have significantly different needs for two note items at the 1%-level, 

two note items at the 5%-level and four note item at the 10%-level in the note disclosures part 

compare to analysts. The eight note items are: section on accounting policies (p-value = 

0.008); segment information (p-value = 0.003); disclosure of share-based payments (p-value = 

0.058); information on remuneration of company management (p-value = 0.026); 

specification of special items in the income statement (p-value = 0.033); income taxes (p-

value = 0.063); information on impairment tests for goodwill (p-value = 0.069) and pensions 

(p-value = 0.095). Disclosure of share-based payments; information on remuneration of 

company management and pensions are perceived to be significantly more important by 

analysts than by professional investors, while the other five note items listed above are 

perceived to be significantly more important by professional investors than by analysts. No 

significant statistical differences were found for the rest seven note items, representing 46.67% 

consensus between professional investors and analysts regarding note disclosures elements.  
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Professional investors vs. Bank-Credit rating 

Professional investors have significantly different needs for ten note items at the 1%-level, 

two note items at the 5% level and one note item at the 10%-level in the note disclosures part 

compare to bank employees that engage in credit rating. The thirteen note items are: section 

on accounting policies (p-value < 0.001); segment information (p-value = 0.005); disclosure 

of share-based payments (p-value < 0.001); information on remuneration of company 

management (p-value = 0.001); specification of special items in the income statement (p-

value < 0.001); income taxes (p-value = 0.099); information on impairment tests for goodwill 

(p-value = 0.023); property, plant and equipment (p-value < 0.001); pensions (p-value = 

0.046); acquisition of subsidiaries and operations (p-value = 0.005); financial instruments (p-

value < 0.001); related parties (p-value < 0.001) and contingent assets and liabilities (p-value 

< 0.001). Segment information; disclosure of share-based payments; information on 

remuneration of company management; income taxes and pensions are perceived to be 

significantly more important by bank employees that engage in credit rating than by 

professional investors, while the other eight note items listed above are perceived to be 

significantly more important by professional investors than by bank employees that engage in 

credit rating. No significant statistical differences were found for the rest two note items, 

representing 13.33% consensus between professional investors and bank employees that 

engage in credit rating regarding note disclosures elements.  

Analysts vs. Bank-Credit rating 

Analysts have significantly different needs for six note items at the 1%-level, two note items 

at the 5% level and one note item at the 10%-level in the note disclosures part compare to 

bank employees that engage in credit rating. The nine note items are: section on accounting 

policies (p-value < 0.033); segment information (p-value < 0.001); disclosure of share-based 

payments (p-value < 0.030); income taxes (p-value = 0.001); property, plant and equipment 

(p-value < 0.001); acquisition of subsidiaries and operations (p-value = 0.081); financial 

instruments (p-value < 0.001); related parties (p-value < 0.001) and contingent assets and 

liabilities (p-value < 0.001). Segment information; disclosure of share-based payments and 

income taxes are perceived to be significantly more important by analysts than by bank 

employees that engage in credit rating, while the other six note items listed above are 

perceived to be significantly more important by bank employees that engage in credit rating 

than by analysts. No significant statistical differences were found for the rest six note items, 
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representing 40% consensus between analysts and bank employees that engage in credit rating 

regarding note disclosures elements.  

What can be seen from the above analysis is that the consensus between bank employees 

engage in corporate advisory service and bank employees engage in credit rating service and 

the consensus between private and professional investors are the highest (73.33%) regarding 

the perceived usefulness of elements in note disclosures. On the other hand, professional 

investors and bank employees engage in credit rating services have very different opinion on 

the usefulness of the 15 selected elements of note disclosures, reaching a consensus of 13.33% 

only.  

Among the above 150 t-tests carried out in the management commentary part, statistical 

significance was found in 81 of them, representing 54% of the pair-wise per item group 

perception mean comparisons. Since there is apparently no per item consensus between user 

groups, the third hypothesis can be accepted in the note disclosures part.  

5.3.4 Conclusion from Hypothesis Three Testing 
From the above between group comparisons regarding the four main parts of annual report; 

nine information elements of management commentary and 15 information items of note 

disclosures, we can conclude that there does not seem to exist any between group consensus, 

thus hypothesis three could be confirmed by our testing results, i.e. different user groups have 

different information needs, thus different user perceptions towards annual report information 

items. 
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Table 46 Between group comparison on note disclosure items 

Information Items 

Bank-Corporate 
advisory vs 

Private investors 

Bank- Corporate 
advisory vs 
Professional 

investors 

Bank-Corporate 
advisory vs 

analysts 

Bank-Corporate 
Advisory vs 
Bank- Credit 

rating 

Private investors 
vs Professional 

investors 

Private investors 
vs Analysts 

Private investors 
vs Bank- Credit 

rating 

Professional 
investors vs 

Analysts 

Professional 
investors vs 
Bank- Credit 

rating 

Analysts vs 
Bank- Credit 

rating 

  t p t p t p t p t p t p t p t p t p t p 

Section on accounting 
policies 2.26 0.027 1.35 0.182 -1.11 0.267 -2.94 0.004*** -0.98 0.331 3.85 <.001*** 5.38 <.001*** 2.70 0.008*** 4.41 <.001*** -2.16 0.033** 

Significant and critical 
accounting estimates 1.19 0.239 0.14 0.888 0.16 0.872 -1.25 0.216 -0.94 0.348 1.10 0.273 2.24 0.028* 0.00 1.000 1.31 0.195 -1.55 0.123 

Segment information 1.62 0.111 -2.33 0.023** -6.09 <.001*** 0.57 0.569 -3.96 <.001*** 8.08 <.001*** 1.08 0.285 3.00 0.003*** -2.92 0.005*** 6.80 <.001***

Disclosure of auditor fees -3.84 0.001*** -0.05 0.964 0.54 0.590 1.75 0.085 3.86 <.001*** -4.94 <.001*** -6.09 <.001*** -0.59 0.558 -1.65 0.103 1.17 0.244 
Disclosure of share-based 
payments -5.06 <.001*** -3.98 <.001*** -5.06 <.001*** 0.12 0.901 1.02 0.311 -3.13 0.002*** -5.18 <.001*** -1.92 0.058* -3.98 <.001*** 2.20 0.030** 

Information on 
remuneration of company 
management 

-4.41 <.001*** -2.43 0.018** -3.80 0.701 0.76 0.452 2.08 0.041** -4.64 <.001*** -5.60 <.001*** -2.27 0.026** -3.39 0.001*** 1.24 0.218 

Specification of special 
items in the income 
statement 

1.91 0.060* 1.41 0.162 -0.61 0.543 -2.01 0.048** -0.61 0.545 2.69 0.008*** 3.97 <.001*** 2.16 0.033** 3.66 <.001*** -1.42 0.160 

Income taxes 0.36 0.723 0.26 0.794 -1.39 0.169 1.64 0.105 -0.15 0.879 1.94 0.056* -1.40 0.165 1.88 0.063* -1.67 0.099* 3.33 0.001***

Information on impairment 
tests for goodwill 2.76 0.007*** 4.27 <.001*** 2.49 0.015** 1.53 0.130 1.47 0.145 0.35 0.728 0.95 0.343 1.84 0.069* 2.32 0.023** -0.65 0.517 

Property, plant and 
equipment 2.84 0.006*** 2.97 0.004 2.42 0.018** -1.74 0.086* 0.02 0.983 0.53 0.597 4.86 <.001*** 0.54 0.591 4.98 <.001*** -4.46 <.001***

Pensions -1.10 0.275 -1.68 0.098* -0.21 0.836 0.50 0.619 -0.74 0.462 -1.01 0.313 -1.55 0.125 -1.69 0.095* -2.03 0.046** 0.75 0.456 

Acquisition of subsidiaries 
and operations (business 
combinations) 

1.43 0.156 2.46 0.016** 1.35 0.181 -0.30 0.763 1.22 0.226 0.23 0.818 1.83 0.071* 1.54 0.127 2.87 0.005*** -1.77 0.081* 

Financial instruments 3.01 0.004 4.78 <.001*** 3.95 <.001*** -1.57 0.120 1.84 0.069* -0.76 0.449 4.94 <.001*** 1.27 0.208 6.64 <.001*** -5.97 <.001***

Related parties 0.95 0.347 3.50 <.001*** 5.28 <.001*** -1.03 0.307 2.55 0.013 -3.96 <.001*** 1.87 0.065* -1.22 0.226 4.44 <.001*** -5.81 <.001***

Contingent assets and 
liabilities 1.72 0.090* 3.00 0.004*** 3.19 0.002*** -1.71 0.092* 1.48 0.142 -1.68 0.096* 3.26 0.002*** -0.05 0.964 4.59 <.001*** -4.98 <.001***

Notes: 
P: Two-tailed p-value 
* Difference is significantly at 10 per cent level 
** Difference is significantly at 5 per cent level 
*** Difference is significantly at 1 per cent level
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6. Conclusions 
In this final chapter, main findings of the present study are drawn together, along with a 

discussion of the implications of the study’s findings for preparers and policy-makers. 

Suggestions for further research will also be discussed. 

Main findings 

1) Most users do not read annual reports from only one business sector; instead they 

analyze annual reports from a mixture of business sectors. Industrials sector’s annual 

reports attract the highest amount of readers, followed by the financials sector and the 

consumer discretionary sector. 

2) Fundamental analysis is the most frequently applied method by analysts, professional 

investors and private investors and rating models based on ratios are the most frequently 

used analysis methods by bank employees who engage in credit rating and bank 

employees who engage in corporate advisory when conducting company analyses. Since 

when using fundamental analysis and rating models based on ratios, one relies more on 

financial statements and accounting numbers than when applying other methods, we 

conclude that annual reports are still perceived to be useful by users when doing 

company analyses.  

3) Annual report is ranked as the most important source of information. Announcement of 

annual results and quarterly reports are ranked second and third, respectively. Though 

there is no significant difference between these three information sources based on 

Tukey’s HSD test result, they are nevertheless considered to be significantly more 

important than any of the other sources of information. 

4) Financial statements part is perceived by users to be the most important part of annual 

report, followed by note disclosures and management commentary. The perceived 

importance by respondents to the note disclosures part and management commentary 

part turns out not to be significantly different from each other statistically. On the other 

hand, management representation and auditors’ report is perceived by respondents to be 

the least important part in annual report.  

5) In the management commentary part, information element that describes company's 

projected development and information element that describes the development of 

business activities and relationships in the past year are perceived as the two most 

needed information elements by annual report users. On the other hand, information 
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elements regarding corporate social responsibilities and corporate governance are 

perceived as significantly less needed than the other management commentary 

information elements. 

6) In the note disclosure part, specification of special items in the income statement; 

acquisition of subsidiaries and operations (business combinations) and significant and 

critical accounting estimates are the three highest ranked note disclosure items, even 

though their perceived importance are not significantly different from the other items. 

On the other hand, disclosure of fees to the auditors is perceived to be significantly less 

important than the other note disclosure items. 

7) Journalists’ perception of annual report is very different from all the other respondent 

groups. All the other respondent groups rank financial statements as the most important 

part of annual report and management representation and auditors’ report as the least 

important part, while journalists rank note disclosures as the most important part, 

followed by management representation and auditors’ report. While all the other user 

groups agree that disclosure of audit fee is significantly less important than the other 

note disclosure items, journalists consider property, plant and equipment significantly to 

be less important than the other note disclosure items. The authors of this paper suspect 

that the small sample size of the journalists group might have some affects on deviation 

of the result. 

8) Besides journalists, the perceptions of the other respondent groups are also somewhat 

different. There aren’t any two user groups whose opinions towards the usefulness of 

individual annual report information items are identical. Nevertheless, the two bank 

employee user groups have very similar perceptions. 

9) The consensuses between different groups are very low in general regarding the 

perceived usefulness of the four main parts of annual report. Among all the user groups, 

there does not seem to exist any consensus at all between bank employees who engage 

in corporate advisory and private investors, and between bank employees who engage in 

credit rating and private investors. Among all the pair-wise comparisons across the 

different parts of annual report, significant statistic differences were found on 65% of 

them, meaning different user groups perceive the different parts of annual report 

differently. 

10)  The consensus between bank employees engage in corporate advisory service and bank 

employees engage in credit rating service is the highest regarding the perceived 

usefulness of elements in management commentary while private investors and analysts 
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have very different opinions on the usefulness of the nine information elements of 

management commentary. Significant statistic differences were found on the 35.56% of 

all the pair-wise comparisons across the nine information elements in management 

commentary, meaning different user groups perceive the importance of the nine 

management commentary elements differently. 

11)  The consensus between bank employees engage in corporate advisory service and bank 

employees engage in credit rating service and the consensus between private and 

professional investors are the highest regarding the perceived usefulness of elements in 

note disclosures while professional investors and bank employees engage in credit 

rating services have very different opinions on the usefulness of the 15 selected 

elements of note disclosures. Among all the pair-wise comparisons across the 15 note 

items, 54% of them are statistically significantly different, which means different user 

groups perceive the importance of the 15 note items differently. 

12)  What can be highlighted from the between group comparisons is that the management 

commentary element regarding the summary of financial highlights for the past five 

years is perceived to especially useful by private investors. Their assigned points to this 

management commentary information item are significantly higher compare to all the 

other respondent groups’ assigned points.   

The findings above confirmed the three hypotheses we formed for the study. We can conclude 

that annual reports are perceived to be useful in general; different information items in the 

management commentary and note disclosures are perceived to be of different usefulness; and 

different user group has different information need, thus different user perceptions towards 

annual report information items. 

Implications for preparers and policy-makers 

Even though knowledge developed regarding user needs towards the different information 

items of annual report is not a sufficient base to formulate any formal 

recommendations/suggestions due to the lack of a cost-benefit analysis, our research findings 

can still provide a good indication to both preparers and policy-makers for future 

improvements of financial reports. The information items that users perceive to be very useful 

could potentially lead to more disclosure requirements or more resource allocations, while the 

information items that users find not so relevant or not needed at all could potentially be 

removed from the annual reports. 



The Future of Annual Reports    6. Conclusions 

By: Mei Hua and Qian Huang    Page 108 of 131 

For example, the finding that description of company's projected development and description 

of the development of business activities and relationships in the past year are perceived as the 

two most needed management commentary information elements can imply to preparers to 

spend more resources when preparing these items. The finding that description of strategy is 

ranked third in the management commentary part can lead policy-makers to evaluate whether 

it should be included in the Danish Statement Act since it is not a requirement in Denmark yet. 

Our findings also imply to policy-makers that the ‘clutter’ in the annual reports, such as 

description of corporate social responsibilities; description of corporate governance and 

disclosure of fees to the auditors need to be re-evaluated on whether they should still be 

required to disclose.  

Suggestions for further research 

After getting to know user information needs towards annual reports, we suggest future 

researches to continue with the following directions: 

− Analyze how preparers allocate their resources on providing the different information 

items 

− Collect information on how preparers perceive the usefulness of the different 

information items of annual report and compare their perceptions with users 

By analyzing how preparers allocate their resources, the cost of preparing different 

information items will be obtained. Together with the information on user needs, a cost-

benefit analysis will be available to formulate sounded recommendations to policy makers.  

By comparing the perceptions between users and preparers, the gap between their opinions 

could be filled, which may lead to opportunities for future improvement of annual reports. 
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Appendix A – Online Survey Results 

Introduction 

We would like to ask you to answer some questions on the annual report. Your answers will 

help clarify the value of the financial statements - particularly parts of the management report 

and note information. 

The questionnaire takes approximately. 15-20 minutes to complete. Thank you for your time. 

NB Questions marked with "*" must be answered. 

Part One: General Considerations 

Question 1.1 Which user category suits you best?  (Select the best coverage category) 

□ Professional investor 

□ Private investor 

□ Analyst 

□ Bank employee who engage in credit rating 

□ Bank employee who engage in corporate advisory 

□ Journalist 

□ Other (please describe): ___________ 
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Question 1.2 What types of companies’ annual reports do you normally read? 

□ Danish listed companies - Large-cap 

□ Danish listed companies - Mid Cap 

□ Danish listed companies - Small Cap 

□ Danish unlisted companies 

□ Foreign listed companies 

□ Foreign unlisted companies 

 

Question 1.3 Which business sectors’ annual reports do you normally read? 

□ Energy 

□ Materials 

□ Industrials 

□ Consumer Discretionary 

□ Consumer Staples 

□ Healthcare 

□ Financials 

□ Information Technology 

□ Telecommunication Services 

□ Utilities 

□ Others (please describe): ___________ 
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Part two: Annual report as an information source 

Question 2.1 To what extent do you use the following approaches to business analysis 

and assessments? 

  Not at 
all 

To a 
lesser 
degree

Some 

what 

In a high 
degree 

In a 
very 
high 

degree 

Do not 
know 

Fundamental analysis       

Technical analysis        

Β-analysis        

Research produced by others 
such as banks  

      

Budgeting based on a 
fundamental analysis  

      

Rating models based on ratios        

Bankruptcy risk models        

Liquidation models       

Others (please describe):       ____ 
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0.00 1.00 2.00 3.00 4.00 5.00 6.00

Fundamental Analysis

Technical Analysis

Beta Analysis

Research

Others

Fundamental 
Analysis

Technical 
Analysis Beta Analysis Research Others

Private Investor 3.25 2.61 1.54 2.97 1.80
Professional Investor 4.42 1.53 1.47 3.50 2.63
Analyst 4.95 1.28 1.79 1.96 1.90

0.00 0.50 1.00 1.50 2.00 2.50 3.00 3.50 4.00 4.50 5.00

Budgeting analysis 

Rating models

Bankruptcy risk models 

Liquidation models

Others

Budgeting 
analysis Rating models Bankruptcy risk 

models 
Liquidation 

models Others

Creditbank 3.16 4.30 2.74 2.15 2.21
Advisory Bank 3.51 3.86 2.14 2.11 2.38
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Question 2.2 To what extend do you use the following information sources when 

undertaking assessments? 

  Not at 
all 

To a 
lesser 
degree

Some 

what 

In a 
high 

degree

In a very 
high 

degree 

Do not 
know 

Annal reports       

Announcement of annual results       

Quarterly reports       

Analyses carried out by others       

Newspaper articles or other media       

Industry Analysis       

Budgeting and investment 
calculations from the company 

      

Investor and analyst events       

Investor relations       

Personal contact with 
management 

      

Compay website       

Database by statistics Denmark 
and Bloomberg 

      

Other sources of information       ____ 
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Part three: Respondents’ assessments of annual report 

Q3.1 To what degree do you need to use the following parts of the annual report? 

  Not 
at 
all

To a 
lesser 
degree

Some 

what

In a 
high 

degree 

In a 
very 
high 

degree

Do 
not 

know

Management commentary       

Financial statements (such as income statement, balance 
sheet and cash flow statement) 

      

Management representation and auditors’ report       

Note disclosues (typically elaborations and explanations 
of monetary data in the financial statements) 

      

0.00
0.50
1.00
1.50
2.00
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3.00
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4.00
4.50
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Q3.2 Please evaluate your need for the following information in the management 

commentary. 

Please evaluate your need for the following information in the management report. You need 

to allocate points to that information while you imagine that the probability of you in the 

future receive information becomes larger, the more points you assign to that statement. You 

must distribute 100 points. 

Description of main activities ____ 
Corporate governance ____ 
Statement of corporate social responsibility (CSR) ____ 
Summary of financial highlights for the past five years ____ 
Description of the company's projected development, including specific 
assumptions and uncertainties which management has based 

____ 

3.975

4.496

3.328

4.107

0.000
0.500
1.000
1.500
2.000
2.500
3.000
3.500
4.000
4.500
5.000

Management 
Commentary

Financial 
Statements

Management and 
Audit Report

Notes

0.000
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3.000

4.000
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6.000

Management 
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Management 
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Notes
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Professional Investors
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Description of the development of business activities and relationships in the past 
year, including comparisons with the forecast 

____ 

Description of special risks, including business and financial risks ____ 
Investor information, including ownership, voting rights and powers to issue 
shares and purchase of own shares 

____ 

Description of strategy ____ 
 

 

 

 

9.88

5.37
3.45

13.74

17.27 16.31
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Q3.3 Please evaluate your need for the following information in note disclosures. 

Please assess the following note disclosures on a scale of 1-5, with 5 assigned to information 

which has a decisive meaning for you, with 1 assigned to information that has minimal or no 

importance and that you therefore have no need to use. 

  Minimal or no 
effect 

 Crucial 
significance

 

 1 2 3 4 5 Do not 
Know

Section on accounting policies       

Significant and critical accounting estimates       

Segment information       

Disclosure of fees to the auditors       

Disclosure of share-based payments       

Information on remuneration of company 
management 

      

Specification of special items in the income 
statement 

      

Income taxes       

Information on impairment tests for goodwill       

Property, plant and equipment       

Pensions       

Acquisition of subsidiaries and operations 
(business combinations) 

      

Financial instruments       

Related parties       

Contingent assets and liabilities       
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Part four: Respondents characteristics 

Question 4.1 Please select your gender. 

□ Man 

□ Woman 

 

Question 4.2 What is your education background? 

□ No Education 

□ Elementary School 

□ Training 

□ Secondary School 

□ Short further 

□ Medium higher 

□ Long higher 

□ Do not want to answer 

204
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Question 4.3 How many years have you analyzed annual reports? 

_______________________________________________________ 
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Appendix B  Tukey Grouping of Annual Report Parts per User 
Group 

Analysts 

Annual report parts in order 
of perceived importance 

Mean 
rating

Tukey 
grouping

(1) Financial Statements 4.828 A 
(2) Notes 4.603 A 
(3) Management 
Commentary 3.810 B 

(4) Management and Audit 2.621 C 
 

Bank-Credit Rating 

Annual report parts in order 
of perceived importance 

Mean 
rating

Tukey 
grouping

(1) Financial Statements 4.786 A 
(2) Notes 4.667 A 
(3) Management and Audit 4.548 A 
(4) Management 
Commentary 4.500 A 

 

Bank-Corporate Advisory 

Annual report elements in 
order of perceived importance 

Mean 
rating

Tukey 
grouping 

(1) Financial Statements 4.765 A 
(2) Notes 4.588 A  B 
(3) Management Commentary 4.177      B  C 
(4) Management and Audit 3.971           C 
 

Private Investors 

Annual report elements in 
order of perceived importance 

Mean 
rating

Tukey 
grouping 

(1) Financial Statements 3.776 A 
(2) Management Commentary 3.586 A  B 
(3) Notes 3.121      B C 
(4) Management and Audit 2.983          C 
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Professional Investors 

Annual report elements in 
order of perceived importance 

Mean 
rating

Tukey  
grouping 

(1) Financial Statements 4.591 A 
(2) Management Commentary 4.023 A  B 
(3) Notes 3.773      B 
(4) Management and Audit 2.864         C 

 
 

Journalists 

Annual report elements in 
order of perceived 
importance 

Mean 
rating 

Tukey  
grouping 

(1) Notes 4.500 A 
(2) Management and Audit 4.375 A   
(3) Financial Statements 4.125 A 
(4) Management 
Commentary 4.125 A 
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Appendix C  Tukey Grouping of Management Commentary 
Items per User Group 

 
Analysts 

Management commentary elements in order of perceived 
importance Mean point  Tukey Grouping 

(1) Description of the company's projected development, 
including specific assumptions and uncertainties which 
management has based 

22.321 A 

(2) Description of the development of business activities 
and relationships in the past year, including comparisons 
with the forecast 

17.125 B 

(3) Description of strategy 16.536 B  C 
(4) Description of special risks, including business and 
financial risks 13.393     C 

(5) Description of main activities 8.429         D 
(6) Summary of financial highlights for the past five years 7.839         D  E 
(7) Investor information, including ownership, voting 
rights and powers to issue shares and purchase of own 
shares 

7.304         D  E 

(8) Corporate governance 4.661             E  F 
(9) Statement of corporate social responsibility (CSR) 2.293                 F 

 
 
Bank-Credit Rating 

 
Management commentary elements in order of perceived 
importance Mean point  Tukey Grouping 

(1) Description of the development of business activities 
and relationships in the past year, including comparisons 
with the forecast 

17.024 A 

(2) Description of the company's projected development, 
including specific assumptions and uncertainties which 
management has based 

15.268 A  B   

(3) Description of strategy 14.537 A  B  C 
(4) Description of special risks, including business and 
financial risks 14.293 A  B  C 

(5) Description of main activities 11.976     B  C  D 
(6) Summary of financial highlights for the past five years 10.268         C  D 
(7) Investor information, including ownership, voting 
rights and powers to issue shares and purchase of own 
shares 

8.512              D  E  

(8) Corporate governance 4.659                   E  F 
(9) Statement of corporate social responsibility (CSR) 3.463                       F 
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Bank-Corporate Advisory 

Management commentary elements in order of perceived 
importance Mean point  Tukey Grouping 

(1) Description of the development of business activities 
and relationships in the past year, including comparisons 
with the forecast 

15.700 A 

(2) Description of the company's projected development, 
including specific assumptions and uncertainties which 
management has based 

15.633 A   

(3) Description of strategy 15.333 A  
(4) Description of special risks, including business and 
financial risks 13.467 A  B 

(5) Summary of financial highlights for the past five years 11.300 A  B  C 
(6) Description of main activities 9.400      B  C   
(7) Investor information, including ownership, voting 
rights and powers to issue shares and purchase of own 
shares 

8.033         C  D  

(8) Corporate governance 7.000         C  D  
(9) Statement of corporate social responsibility (CSR) 4.133              D 

 
Private Investors 

Management commentary elements in order of perceived 
importance Mean point  Tukey Grouping 

(1) Summary of financial highlights for the past five years 24.698 A 
(2) Description of the development of business activities 
and relationships in the past year, including comparisons 
with the forecast 

13.830 B 

(3) Description of the company's projected development, 
including specific assumptions and uncertainties which 
management has based 

13.585 B 

(4) Description of strategy 10.755 B  C 
(5) Description of main activities 10.585 B  C 
(6) Description of special risks, including business and 
financial risks 9.434 B  C  D 

(7) Investor information, including ownership, voting 
rights and powers to issue shares and purchase of own 
shares 

7.321     C  D  E 

(8) Corporate governance 5.623         D  E 
(9) Statement of corporate social responsibility (CSR) 4.170              E 
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Professional Investors 

Management commentary elements in order of perceived 
importance Mean point  Tukey Grouping 

(1) Description of the development of business activities 
and relationships in the past year, including comparisons 
with the forecast 

18.769 A 

(2) Description of the company's projected development, 
including specific assumptions and uncertainties which 
management has based 

18.615 A 

(3) Description of strategy 14.538 A  B 
(4) Summary of financial highlights for the past five years 12.692     B   
(5) Description of special risks, including business and 
financial risks 10.154     B  C 

(6) Description of main activities 9.923     B  C   
(7) Investor information, including ownership, voting 
rights and powers to issue shares and purchase of own 
shares 

7.410         C  D   

(8) Corporate governance 4.795              D   
(9) Statement of corporate social responsibility (CSR) 3.103              D   

 
Journalists 

Management commentary elements in order of perceived 
importance Mean point  Tukey Grouping 

(1) Description of the company's projected development, 
including specific assumptions and uncertainties which 
management has based 

16.250 A 

(2) Summary of financial highlights for the past five years 14.625 A  B 
(3) Description of the development of business activities 
and relationships in the past year, including comparisons 
with the forecast 

13.750 A  B  C 

(4) Description of special risks, including business and 
financial risks 13.125 A  B  C 

(5) Investor information, including ownership, voting 
rights and powers to issue shares and purchase of own 
shares 

12.375 A  B  C 

(6) Description of strategy 9.625 A  B  C 
(7) Corporate governance 8.875 A  B  C 
(8) Description of main activities 6.250      B  C 
(9) Statement of corporate social responsibility (CSR) 5.125           C    
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Appendix D  Tukey Grouping of Note Disclosure Items per 
User Group 

 
Analysts 

Notes disclosures elements in order of perceived importance Mean 
rating  Tukey Grouping 

(1) Segment information 4.509 A 
(2) Specification of special items in the income statement 4.298 A B 
(3) Acquisition of subsidiaries and operations (business 
combinations) 

4.018 A B C 

(4) Significant and critical accounting estimates 3.842    B C D 
(5) Section on accounting policies 3.702    B C D 
(6) Property, plant and equipment 3.632       C D 
(7) Information on impairment tests for goodwill 3.614       C D 
(8) Financial instruments 3.526       C D E F 
(9) Contingent assets and liabilities 3.411       C D E F 
(10) Income taxes 3.298          D E F 
(11) Disclosure of share-based payments 2.982             E F G 
(12) Pensions 2.947                F G 
(13) Related parties 2.877                F G H 
(14) Information on remuneration of company management 2.667                   G H 
(15) Disclosure of fees to the auditors 1.702                          I 

 
Bank-Credit Rating 

Notes disclosures elements in order of perceived importance Mean 
rating  

Tukey 
Grouping 

(1) Specification of special items in the income statement 4.512 A 
(2) Property, plant and equipment 4.463 A 
(3) Financial instruments 4.463 A 
(4) Contingent assets and liabilities 4.415 A  B 
(5) Acquisition of subsidiaries and operations (business 
combinations) 

4.317 A  B 

(6) Section on accounting policies 4.146 A  B 
(7) Significant and critical accounting estimates 4.125 A  B 
(8) Related parties 4.024 A  B 
(9) Information on impairment tests for goodwill 3.756      B C 
(10) Segment information 3.268          C D 
(11) Pensions 2.780              D 
(12) Income taxes 2.610              D E 
(13) Disclosure of share-based payments 2.488                  E 
(14) Information on remuneration of company management 2.415                  E 
(15) Disclosure of fees to the auditors 1.512                      F 
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Bank-Corporate Advisory 

Notes disclosures elements in order of perceived importance Mean 
rating  

Tukey 
Grouping 

(1) Acquisition of subsidiaries and operations (business 
combinations) 

4.258 A 

(2) Financial instruments 4.233 A   
(3) Specification of special items in the income statement 4.194 A  
(4) Property, plant and equipment 4.129 A  B 
(5) Contingent assets and liabilities 4.097 A  B  
(6) Information on impairment tests for goodwill 4.065 A  B  C 
(7) Significant and critical accounting estimates 3.871 A  B  C 
(8) Related parties 3.833 A  B  C 
(9) Section on accounting policies 3.452     B  C D 
(10) Segment information 3.400         C D 
(11) Income taxes 3.000             D  E 
(12) Pensions 2.903             D  E 
(13) Information on remuneration of company management 2.581                  E 
(14) Disclosure of share-based payments 2.516                  E 
(15) Disclosure of fees to the auditors 1.806                     F 

 
Private Investors 

Notes disclosures elements in order of perceived importance Mean 
rating  HSD Grouping

(1) Acquisition of subsidiaries and operations (business 
combinations) 

3.979 A 

(2) Specification of special items in the income statement 3.837 A  B 
(3) Contingent assets and liabilities 3.761 A  B C 
(4) Financial instruments 3.660 A  B C 
(5) Related parties 3.660 A  B C 
(6) Disclosure of share-based payments 3.653 A  B C 
(7) Information on remuneration of company management 3.646 A  B C 
(8) Significant and critical accounting estimates 3.625 A  B C D 
(9) Information on impairment tests for goodwill 3.542 A  B C D E 
(10) Property, plant and equipment 3.531 A  B C D E 
(11) Pensions 3.146      B C D E F 
(12) Segment information 3.023          C D E F 
(13) Income taxes 2.918              D E F 
(14) Section on accounting policies 2.854                  E F 
(15) Disclosure of fees to the auditors 2.694                     F 
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Professional Investors 

Notes disclosures elements in order of perceived importance Mean 
rating  

Tukey 
Grouping 

(1) Specification of special items in the income statement 3.947 A 

(2) Segment information 3.947 A 

(3) Significant and critical accounting estimates 3.842 A  B 
(4) Acquisition of subsidiaries and operations (business 
combinations) 

3.737 A  B 

(5) Property, plant and equipment 3.526 A  B  C 
(6) Contingent assets and liabilities 3.421 A  B  C 
(7) Disclosure of share-based payments 3.421 A  B  C 
(8) Pensions 3.316 A  B  C 
(9) Financial instruments 3.289 A  B  C 
(10) Information on impairment tests for goodwill 3.211 A  B  C 
(11) Information on remuneration of company management 3.158     B  C   
(12) Related parties 3.132     B  C   
(13) Section on accounting policies 3.105     B  C 

(14) Income taxes 2.947         C   
(15) Disclosure of fees to the auditors 1.816             D   

 
Journalists 

Notes disclosures elements in order of perceived importance Mean 
rating  

Tukey 
Grouping 

(1) Information on remuneration of company management 4.857 A 
(2) Disclosure of share-based payments 4.286 A 
(3) Specification of special items in the income statement 4.000 A 
(4) Income taxes 3.857 A 
(5) Related parties 3.667 A 
(6) Contingent assets and liabilities 3.500 A 
(7) Significant and critical accounting estimates 3.429 A 
(8) Disclosure of fees to the auditors 3.429 A 
(9) Acquisition of subsidiaries and operations (business 
combinations) 

3.143 A 

(10) Pensions 3.000 A 
(11) Section on accounting policies 2.857 A 
(12) Segment information 2.833 A 
(13) Information on impairment tests for goodwill 2.714 A 
(14) Financial instruments 2.667 A 
(15) Property, plant and equipment 2.571     B 

 


