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Investor view  
 

Insight from the investment community  
 

 
 
Disclosures about the impact of the eurozone 
crisis 
Analysts and investors tell us about a number of areas where they are 
frustrated with current corporate reporting around the uncertainty in the 
eurozone and suggest some improvements that could be made to annual 
report disclosures.  
 

Investors and analysts are looking at a 
number of questions and scenarios 
when analysing company performance 
in the light of the eurozone crisis.  
What is the current exposure of 
companies to eurozone sovereign 
debt? What would the impact be of a 
country exiting the euro? What if the 
eurozone breaks up? They tell us that 
the disclosures below would be useful 
to them in assessing the potential 
effects on the companies they follow. 

Total eurozone exposure 

While the focus has until recently been 
on Greek debt, the investor community 
would welcome disclosure of the direct 
and indirect exposures that companies 
have to all eurozone sovereign debts to 
assist them in their analysis. 

Investors and analysts need to 
understand the exposure of a bank or 
company to the eurozone, preferably 
on a country-by-country basis where 
material, as there are different risks 
from exposure to Greece, Spain, 
Ireland and Germany, for example. 

Many companies made steps forward 
with these disclosures at the year end, 
but investors need this information 
from all companies with a material 
exposure.   

The exposures they need to understand 
are not just on lending to eurozone 
countries and companies, but also the 
risk to revenues, funding and 
operations; so qualitative disclosure is 
as important as quantitative. There is 
no requirement to make a going 
concern statement in interim reports, 
but companies are expected to update 
their year-end considerations. Evidence 
that they have done so would be useful 
given the significant exposure some 
companies might have to countries and 
companies in the eurozone. 

Investors would like to see exposures 
of assets and liabilities presented 
gross, as the net or asset-only position 
does not give the full picture for their 
analysis. They encourage companies to 
explain how they are managing their 
exposures, rather than just quantifying 
them. 
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Funding 

Investors want companies to explain 
their funding sources − including 
where concentrations exist − and 
disclose funding by major currency.   
This will help in their analysis of 
funding needs, including whether 
companies are likely to be able to 
refinance exisiting borrowing on 
similar terms. 

Impairment triggers 

Investors would appreciate 
management making additional 
disclosure of the potential indicators of 
impairment of assets. 

Where assets are impaired, disclosure 
of the methodology for calculating the 
impairment is very helpful to 
investors, as different companies use 
different methodologies. Investors 
need to understand the impact on the 
company, as well as the likelihood of 
future revaluations or further 
impairments. 

Covenants 

As performance suffers or assets are 
impaired, there is a risk that debt 
coventants may be triggered. Analysts 
encourage companies to disclose 

information on their material 
covenants so they can consider the 
potential risks as a result of changes in 
the current valuation of assets. 

 Financial instruments 

Investors would like to see 
counterparty concentration risk on 
derivatives; this will allow them to 
assess the potential impact of counter-
parties’ exposures to the eurozone.   

Available-for-sale (AFS) gains due to 
movements in the bond markets are 
significant in the current market. 
Investors would like to see more 
narrative explanation of movements in 
AFS reserves to allow them to better 
understand the swings. 

Upside risk 

It is also important to investors to 
understand upside risks − for example, 
possible appreciation of new 
currencies should the eurozone break 
up, or the benefits from production or 
other decreases in operational costs. 

Clearly management won’t want to 
disclose information that gives away 
their competitive advantage, but any 
disclosures companies can make 
around their strategy for managing the 
current environment would be helpful. 

 

Contact your local PwC 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/corporatereporting and click on ‘Investors’ views’ in the right-hand navigator. To subscribe to future editions, 
email corporatereporting@uk.pwc.com 
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