
 

 

                                                                                                                                                    Investor view   

It 

Investor view  
 

Insight from the investment community  
 
 
 

Managing expectations around  
IFRS transition

With some of the world‟s major economies about to move to IFRS, a large 
number of entities are facing the challenge of helping investors navigate 
through changes in their reported numbers. In this „Investor view‟, some 
analysts and investors share their insights on practical steps that management 
can take to guide investment professionals through the transition to a new 
accounting framework. 
 
No surprises  

 
The overriding message coming from 
interviews with investors and analysts 
is that management should warn the 
capital markets of any material 
changes likely to impact their reported 
results or financial position.  

 

 Signal in advance. Start 

communication expected changes 
to numbers up to a year in advance 
of adoption of IFRS. This allows 
investors and analysts time to get 
up to speed on the impact of new 
accounting standards. It can also 
act as a positive signal to investors 
about the quality of the entity‟s 
internal processes, indicating that 
management has the flexibility to 
adapt to a changing environment. 
 
 

 Lost in a sea of detail. There was 
some frustration expressed by 
those who had been presented 
with a long list of changes, with 
little to help guide them to the 
most material issues. It was 
therefore suggested that, in 
communicating future changes to 
reported numbers, management 
should consider presenting a list of 
the line items that are likely to see 
the biggest impact, with an 
explanation of the expected effect.  

 

 Old and new. Given the critical 

importance of high-quality trend 
data, those who have been through 
the transition to IFRS praised the 
efforts of management that 
provided a reconciliation between 
the old GAAP and the new (for two 
years or more), with notes 
explaining the biggest changes.  
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Getting up to speed  
 
Entities can contribute significantly to 
an investor‟s knowledge of the major 
differences between the existing GAAP 
and IFRS. However, they are not the 
only source of information. Industry 
bodies, sell-side firms and the 
accounting profession all have a role to 
play. Similarly, we were told that 
investors and analysts from markets 
that are in transition frequently liaise 
with peers from countries that have 
moved to IFRS in order to learn from 
their experience. 

Despite the numerous sources of 
information available to the 
investment community, management 
and the reported numbers remain a 
primary source. Those who we spoke 
to underscored the importance of 
entities working in partnership with 
the investment community to ensure 
that there is effective communication 
throughout the period of transition. 

Volatility 

The investment professionals we spoke to 
believe that they and their peers are 
typically able to differentiate between „real 
world‟ volatility and accounting volatility. 
There was some concern that IFRS might 
make it more difficult to forecast financial 
expenses; however, they observed that, in 
general, markets that had moved to IFRS 
seemed to cope well with the transition.  

Global consistency   

All those we spoke to highlighted the 
benefits of a global GAAP. There was 
also high praise for some of the 
additional detailed disclosures that 
IFRS brings. 

However, they expressed some 
concerns. For example, there is a 
perception that the implementation of 
IFRS can vary within an industry and 
between countries, leading to a lack of 
comparability across the IFRS world. 
Similarly, some expressed regret that, 
through the transition to IFRS, some 
of the helpful features of the local 
GAAP can disappear (such as the net 
debt reconciliation). However, through 
an open dialogue with the investment 
community, it appears that such „gaps‟ 
in IFRS can be easily identified and 
addressed through voluntary 
disclosure. 

Biggest transition 
challenges 

There was concern that the transition 
to IFRS would encourage some entities 
to restructure their balance sheets to 
ensure that their businesses looked 
„attractive‟ under the new accounting 
standards. Of course, entities 
transitioning to IFRS that provide a 
comprehensive reconciliation between 
old GAAP and the new standard are 
unlikely to be subject to these 
concerns. 

However, the greatest concerns lay not 
with the move to IFRS itself, but with 
the number of changes to the reported 
numbers that are on the horizon. With 
so many major standards likely to 
change in the next few years, there is a 
fear that any attempt to establish long-
term trend data for an entity will be 
challenging, suggesting a need for an 
ongoing, open dialogue between 
investors and management on 
reporting matters. 
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Contact your local PricewaterhouseCoopers office to discuss these issues. To discover more about the reporting issues that 
the investment community is talking about, visit: www.corporatereporting.com. To read other editions in this ‘Investor views’ 
series, visit: www.pwc.com/ifrs and click on ‘Investor views’ in the left-hand navigator. To subscribe to future editions, email 
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“We just hope that 
management 
doesn‟t take this as 
an opportunity to 
bury things.” 

 

 

“It‟s all about 
materiality.” 
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