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(ii)
ABSTRACT

This· is an exploratory report. It addresses the impact that the
quality of the annual report has on the institutional investor's
perception of the image of a company and how such quality
influences their invesbnent decisions.

The resaarch methodology is based upon interviews in which a
sbruct.ured questionnaire v~;;c' used as a data gathering
mechanism. The portfolio managers who responded to the
qUestionnaire are responsible for the combined management of
financial funds amounting to lU2Bbiliion ~

The main conclusion reached in this report is that while elle
annual report plays a :meaningful role in the investment
decisions of portfolio managets, it competes with other sources
of infornlationwhich are used to make investment decisions.

While the preparers of the annual reports have an understanding
of the informational needs of inst.itutional investors, it is
suggested tbat greater emphasis should be placed by the
preparers on the presentation of future orientated financi~l
information.
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The au-thor's interest in the impact of Financi&l statell~:ntson
investment decisions arose during his employment with Arthur
Andersen and Co, a major international auditj.ngfirm. This
~.nterest was further aroused when the author entered the South
Africa.n Merchant Banking environment and was exposed to j.;arge
Institutional capital raising activities At that time a
preliminary review indicated that little research had beem
carried out locally j,n the investor's perception of the
information contained in the AnI.IUalRepox;-t.

The scope of this report is limited to an exploratory
investigation of the perception of major institutional users and
financial executives of certain ,large South J frican companies
r~3garding the Annual Report and to the procurement of their
views relating to selected components within the report.

Finally, I would like to e;x:pressmy sincere appreciation to my
supervisor,
Accounting,

Professor Margo Steele of the Dep:irtment of
for her patience, sUpport, encQuragement and

guidance in the ~'ompletionof this report.
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1. INTRODUCTIONAND STATEUENT OF THE PROBLEM

"

1 •1 I> Introduction

The annual f:inancial statements ("annual report.II ) of a
;J

company are the most widely used single source of
information about 1=-he company. \The literature in the'area
of finance c;1ndthe marketplace commentary implies, however,
that annual ,report.s are not particularly valuable in the
investment decision-making process (Hines, ,1982, Page 296).

Accounting theory postulates that of tbe many objectives
which companies seek to achieve by means of .~~heannual
report, the most important is that of 'stewardship
accountability which provides shareholder~ with an
understanding of results and Dperations of the company_ In
South Africa, account.i.nq awards have been of:Eeredin the
belief that an investor's perception of the pet'fOrmance arid
risk of a company can be influenced b:r a company's attitude
towards its financial reporti11g(Financial Mail, 11 January
1991, Page 32). One of the possible effects of the awards
i3 that man hours and company resources may be invested in
producing expensive and extensive annual reports in order to
win these awards.
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1.2 • statement of the problem.
It is proposed that presently there is a discrepancy between
ithe preparer's objective in preparing the annual report and
the user's perception of its role in the evaluation of the
performance and prospects. of'the company,.

Man~gement: ("preparer") is investing corporate man hours and
spending corporate fUlads to produce a glossy and exten,~$ve
report in the belief that this favourably influentJes the
investor's evaluation of the performance . ': \.and ;usk' of the
company.
Efficient

contrary to this perception, literature on the
Market Hypothesis investment decision" theory

implies that the annual report is not
investor in his ir:l'Jestmentdecision making process (Hines,

,f

1982, Page 296).

1~3 Definitions

Annual reports or
financial statements

The annual financial stc.temen)~sof
companies listed in the industrial
sector of the JSE.

Preparers The financial executives of Ilsted
&)pmpanies ~~ho are involved in the
Iip)~eparation of the annual report of

"their respecti ve group~~• For a
list of the companies s<~lectedl see
Appendix I.



Qualify

User~ or Institutional
\\,

Il}Vest:9rs

Quality has been dividecl:;into'two
components, one being the
presentational as1J'ect ie: glossy
paper, pictur~s etc and two, the
content report ie:of the
information over and above, the
sta~utory requireme~ts.

The portfolio managers of major
south African institutions,
including established stock
brokers, who are respons:lble f@l:'

managiItg equity portfoliOS and I use.
!

fundamental analysis thein
decision \,making. For a list of the
institutions who participated in
the survey see Appendix I.
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2 • RES:rumCH AREA

This report focuses on the impact which the annual report
has OIl the institutional investors' ("Users") perception of
the company and on the investment decision making process.
It identifies the dif.:ferences in the percept.ion of the
userumess of Annual Reports to users and to preparezs ,

2.1 Research Methodology
The re.search methq'jolog)'is based upon interviews in which a
structured questionnaire was used as a data gathering
mechanism. The financial executives ("Preparers Ii) of

selected organizations, the portfolio managers ("Users.")of
institutions
stock Exchange
perceptions of
of specific

and of stock-braking firms on the Johannesburg
("JSE") ftle.reinterviewed regarding the-;ir
the impact ((Ifannua'l reports in general, and

selected information within the report in

particular, on the investment decision making process.

2 • 2 • Scope of the study
The -report aims to identify
lnstitutiopal investors only.

the needs and perceptions of
Interviews are limited to

eighteen respondents, viz... the financial exocutives
("Preparers fl ) of nine selected companies, portfolio maneqers
("Users") from seven institutions and analysts ("Users!!)
from two JSE stock-brQking fiI'ms. The disqdvantage of a
sample size of eighteen is that the results may be biased,
either through sample selection bias or response bias.
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2.2.1
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The justification and acceptance of a small sample size is
threefold:-

Interviews
The interview questions focus only on ermual. report.sof
companies listed in.the industrial sector of the JSE. The
annual rePorts of mining concerns and financial
institutions are excluded.

The rationale for these exclusions is that a unique
evaluation process is followed in assessing mining
investments and a unique set of disclosure requirements is
followed by financial institutions. The commonality of
disclosure requirements and the evaluation process for
companies in the .industrial sector tends towards
homogeneity.

The decision to use interviews rather than postal
questionnaires limits the number of respondents. The major
rationale for selecting an interview over the questionnaire
is that it is a mor.eefficient data gathering process. The
reasons for selecting the intervie\'tare expla.ined in
section 5.2.

The design of
answer mainly

the questionnaire
five-point Likert

requires respondeatic to
type questions, to rank

information and to select true/fals"sanswers. This results



page 6

in nan-parametnic data, which effectivE:ly excludes any
\'

statistical comparisons, analysis ~~d conclusions.

2.2.2. Users
one aim of the report is to identify the perceptions of the
insti tut.ional investors ("Users II ) regarding the impact of
the annual report on their perceptions of the company.

The institutional investor population in South Africa is
rlOt large (major players amount to no more than fifty} and
the sample was selected by approaching ten major
institutions based on reco!(lmendationsfrom sever-al merchant
bankers.

2.2.3. Preparers
The population for ,selections of the :i:inallcialexecutives
was the Top 20 ccmpend.es section, the most; improved
companies section and the Bottom 20 companies section in
Il'he Financial Mail Ac,~ounting Awards (Financial Mail
January 1991, page 32).

The rationale for limiting the selection to these companies
is that it would identify the views of financial executives
of companies covering a wide spectrum of financial
report:.ingphd.Losophd.es,
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Purpose of the research
The purpose of the research is four-fold:
To identify the sources 0:[ information available to
users and the importance of these sources in making
investment decisions.

To identify the perceptions of users and p:C'eparers
about the usefulness of the annual report.

To highlight the differences in the importance USers
and preparers place on information contained .within
the annual report.

To ascertain whether the quality of the annual report
has any impact on the user 's percE1j)tionof a,company
and his investment decision.

2.4~ Importance of the research
This report identifies the areas of information that users
expect to find in annual reports. It identi.fies for
preparers the information in the annual report th,;,.tis of
use to the user and enables pt"eparers to present
information about the activities 0·£ the cOX'lpanywhich is of
use to the investors. The premise of preparers that annual
reports improve the perception or image of the risk profile
of a company is tested.
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3 • BACKGROUND

3•1• Introduction
There are two fundamental domains of knowledge which are
integral to the purpose of this repol':t. These are the
Efficient Market Hypothesis anti Stakeholder reporting.

Both have an impact on the usefulness of the annual report.
The principles relating to these are therefore briefly
documented.

3.2. Efficient Market Hypotbesis (EMH)

An efficient market
easily available to
and quickly reflect
2) •

exists where relevant information is
Lnvesbors and where share prices fully
this information (O'Donovan 1990, page

Research indicates that there are three levelS of market
efficiency '(Roberts 1967, Page 2):

Weak form
A weak form of market efficiency is one in which curxent;

prices accurately and immediately reflect information
related to past prices. In this form the historic
sequence of past prices imparts no information about
future possible changes.
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Semi-strong
A semi-strong form of market efficiency is one in which
current prices accurately and ilnmediacely reflect all
publically available information.

_>:This makes it consistently impossible to earn superior
returns by using fundamental analysis to derive new
in:~;:ormation•

strong
A strong form of market efficien~y is one in which the
prices reflect all relevant information whether publi\;~J.y
available or privileged.

Based on EMH there are several modern investment portfolio
theories, the most renowned being the Capital ,Asset;Pri.cing
Theory and Markowi tz Is modern portfolio tiheozy, These are
based on the assumptions that investors hold portfolios
which provide maximum returns for acceptable risk, and that
efficient markets exist.

3.3. stakeholder reporting
Traditionally, the annual report has been directed towards
providing
resources
1970's however there was a movement towards the recognition
of other parties:, such as employees and consumers, as a

information to the providers of financial
ie. investors and lenders 0 As early as the middle
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sizeable and important group of users (Le Blanc, 1974[ page
39). There has been considerable academic debate apout the
audience for the annual report. This has resulted in the .
identification of other stakeholders as user g~oups. The
framework recognisillg an annual report which addresses the
needs of user groups other than investors and lenders and
information
such as

related to risk pervasive to all stakeholders,
environmental information and value added

statements, has developed.

Th~se developments have led to the consideration of the
preparation of "multi-level" reports rather than the current
"all-purpose" report (parker, 1986).

3.4. S'iJJJJIitary
This section identifies two domains of knowlecig'e that
currently have an impact on the information content of

annual reports.

EMH
not

is a portfolio
subscribe to

theory. There are many experts who do
the efficient market theory. The

fundamentalist SChool uses published financial statements
and other information to determine the intrinsic value of a
share. Subscribers to this theory base their calculations
on .factors such as growth rate, earnings and gearing. On
this basis they believe that they can identify value in
shares and possibly outperform the market. The technical
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analysts use, amongst other information, trends and patterns
formed by share prices and volumes to pr~dict when to buy

and sell shares.

The developments in stakeholder reporting are increasing the
volume of information contained in the Annual Report.

o
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4. PRIOR RESEARCH

4.1. Introduction

There has been a considerable amount of rt',·•.e~rt":hinto the
question of the importance of different information sourceS
to investors. Most of the studies address the need.s of
individual shareholders: studies suCh as the Baker and
Haslem study (1973), Arlderson (1979) and Lee and Tweedie
(1981).1 As the purpose of this paper is to identify how
institutional investors. use annual reports, five empirical
studies which have focused on, inter alia, the impressions
of institutional investors are reviewed. The five reports
under review in sections 4.2 to 4.6 a.ddress the questions:

Are financial stabaments used for equity decisions?
Do financial statements incorporate the information
required by institutional inves'tors?
What parts of the annual report are considered most
important?

It is these questions which are considered to be pertinent
t.othe research documented in this report.

4 •2 • The Chang and Most Study .(1985 )

The first stage of this research consisted of a
questionnaire survey of three user groups (individual
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investors I institutional in:&esto'l:'sand financia.lanalysts)
in Florida U.S.A ..

1034
500

questionnai.res were sent
to institutional investors.

tc ind.ividual investors and
and a similar number of

t inancial analys·c.s.

The questionnaires were identical except ttla;~.certain
questions were adapted to the circumstances of each of the
three groups. The questionnaire consisted of two parts.
Part I anked for the respondents' investment objectives and.
their views on the relative importance and usefulness of the
different sources of information presently available for
makrnq investment decisions. The respondents' need for
additio!',alinvestment information not currently available
was also sought. Part II required respondents to di::.close
their personal. -!:'.b.aracteristics.Respondents were asked to
answer questions using1 a 5-point scale. To validate the
research findings from the Florida survey, a national survey
of the United states individual investors was performed. In
addition, a survey of the three user groups was conducted in
the United Kingdom ("U.K ..I') and New Zealand (liN. Z•").

The authors found that, when buying shares, the objective of
institutional investors in the U.K. and N.Z. as well as the
u.s was a combination of long term growth and dividend
income. (See extract below)
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_"
Mean values and T-test results - importance of individual investors' investment objectives

X T (probability)

Investment objectives U.S. U.K. N.Z U.S.:U.K. U.S.:N.Z. U.K.:N.Z.

Dividend Income 3.243 3.702 3.603 2.53(.013)* .48(.634) 2.33 (.022)*

Short-Term capital gains 2.376 2.609,,;:-#.085 1.11(.7."11) 2.3.7(.033) 0158 (.177)

Long-Term capital gains 4.232 3.952 4.017 -1.91(.059) -.36(.719) -1.43 (.156) I
Combination of dividend Jincome.and capital gains 4.097 4.212 4.433 .76(.477) -1.35{.178) 2.49 (.014)*

:« Significant at level of 0.05

When institutional investors were asked to rate their sources of Information the following responses
where obtained:

Mean values and T-test results - importance of individual investors' information sources

X T (probability)

Information Sources U.S. U.K. N.Z U.S.:U.K. U.K.:N.Z. U.S.:N.Z.

Stockbroker'S advice 2.516 3.872 3.450 7.66(.000)** 2.11(.1)38)* 5.60(.{)22)**

Advisory services 3.082 2.646 3.052 -2.39(.018)* -1.84(.068) - .16(.871)

Corporate annual reports 3.440 3.952 3.377 3.53(,001)** 3.00(.003)** - .36(.723)

Newspapers and Magazines 2.617 2.905 2.950 1.98(.050)* - .24(.811) 2.04(.044)*

Proxy statements 2.360 3.169 3.000 5.19(.000)** .84(.403) 3.38(.001)**

Advice of friends 1.397 1.370 1.550 - .21(.833) -1.08(,282) 1.10(.274)

TIps and Rumours 1.353 1.333 1.414 - .17(.869) - .60(.548) .49(.628)

~
* Significant at level of 0.05
** Significant at levels of 0.05 and 0.01

With regard to the ranking of items in the annual report, the authors concluded that in all three
countries both institutional investors and financial analysts rated the income statement as the most
important and pictorial information as the least important.
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4.3. The SRI International study (1981!)

In 1986
Research

and 198.7 SRI International (formerly stanford
Institute) ("SRI'I) under the sponsorship and

guidance of the Financial Executives Research Foundation
designed a study to advance corporate understanding of
investor needs and the role of the annual report as a
vehicle for financial conununications. SRI conduct.ed
exploratory research in the form of palo'sonalinterviews and
group discussions I followed by nationwide surveys in the u.s
of indivi~·:talinvestors and professional investors and
advisors.

The authors made the following observations regarding
institutional investors:

Institutional investors have " ••• a quantitative
orientation, an appetite for detail, and a distaste for
'Vlhat they perceive as exaggeration and incomplete
disclosure. Their scepticism focuses mostly on the
qualitative aspects of corporate information•.••1f (page
14)

Numerous ISourcesof information are used by institutional
investors. They have, however, a few sources that
provide basic and very important information and othe~
sources are used to confirm or enhance the information in
these primary sources. (Page 15)
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Institutional investors "••.appear to place greatest
importance on informat~on that sheds light on both the
company's performance and the environment influencing
that performance." (Page 29)

"Economic information seems too general and nonspecific
to be Useful. .•nquality of management II did not emerge as
one of the important types of information..•." (Page
29) This is a departure from other stUdies but indicates
that althOUgh quality of management is importgnt, these
investors prefer to evaluate management- "'IP·'~...t,tyb¥

reviewing other measures such as performance, r~JPutatiol1
etc.

Institutional investors did not record a high need for
company forecasts because their experience had shown that
these forecasts were usually optimistic. Company goals
are important to institutional investors, because they
give valuable insights to the plans of the company. They
use the annual report more than any other source of
information. The authors do not, however, ~tate in what
capacity it is used.

After the annual report users rely on the following
sources of information:

SEC Form lOK
company quarterly reports
other analysts
company management.
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Most users felt that they could identify biases ih an
annual report.

II ••• 'Most used f sources did not corr9.
j
latewith 'most

useful' sources.II When a source is inexpensive·and
, }

easy to get, it is widely used even though it may not
be useful. Of all the sources used by institutiomtl
iD.\estors and analysts the following are the most
useful in investment decision making:

- company management
- fellow analysts
- SEC F'orm10K.

corporate officers
multipurpose reports.

saw their annual reports as
the role ofThey considered

stewardship was
felt that the

of primary importano~. preparers also
report was prepared prima:r:ilyfor the

existing shareholder.

4.4 The Firth study (1918)
In his study Firth useq 'a questionnaire as his basic
research instrument. The questionnaire comprised of 75

it.ems that \.;ere,or could have been, disclo~ed in a
company's annual ~~port. The respondents wete asked to
Waigh each of the items in terms of importance. The
research was conducted local~y, in the U.K and as a result
the que$tionnaire was sent to:

250 financial directors,
2.50 qualified accountants,
120 financial analysts working with stockbrokers andfinancial institutions, and
130 loan officers of major banks and finance hOllsesin

the city of London.

In general, historic accounting information tended to
receive fairly high scores.
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Firth requested his respondents to rate illformationthat
could have been disclosed in financial statements, but at
that stage
important
of future

was not. Some of these items were regarded as
and to be included in an annual report. Forecasts
information did not receive as high a Score.

This, Firth surmised, could have been attributed to the fact
that both users and preparers placed some doubt on the
accuracy of forecasts. More specifically, }}'irth's analysis
of the responses to questions regarding post...1;>alancesheet
events and inflation adjusted accounts indicated that all
groups surveyed regarded this information as important.

Firth (page 67) concluded that financial directors and
auditors were in sUbstantial agreement regarding the
weighting of information and that financial directors and
auditors did not :3hare opinions similar to those of
financial analyst~ and bank loan officers. As a Whole,
financial analysts and pank loan officers placed more
importance on all items than did financial directors and
auditors. Firth concluded tha,t the high degree of
similarity between financial analysts and bank loan officers
suggests that one annual report could sati~fy the n~eds of
all users. The differences between users a~d preparers in
Firt~'s study, with the former group placing a greater
weight on information, could result in information not bei.ng

released to users although it could be supplied with little
extra cost and without diSCUssing competitive information.
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4.5. The Meth Report (1985)
This report addreases the impact of disclosure in annual
reports in a South African context. Althor~'1h,the rQPort
deals with ..disclosure, t.heobject!ves of the Meth Report are
not as closely related to the objectives of this report us
are the other reviewed,reports. Meth (page 5) states that
the ultimate objective of his report is to estl;lblish\'1l1ether
a relationship exists between the level of disclosure of
relevant investor information and specified company
characteristics. As the research in this report was
coriCluctedin a South African environment, and many of Meth's
subsidiary objectives and results were of significance in
S!tructuring the questionnaire used in gathering data for
this report, a detailed review of Meth's research j,s given.
The report completed p.yMeth resulted in the de\':9lopmentof
a disclosul.-e score card that measures the extent .of
disclosure of ind.i'ltidualinformation items by companies and

the overall level of disclosure of each respondent company
(page 63).

In order to fulfil the objectives of the report Meth
constructed a we:ighted index of disclosure importance by

sending a questionnaire to 395 Lnvestmerrc analysts
requesting them to weight on a five poi.ntscale each of 49
items of disclosure appearing in the questionnaire.
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Meth's (Page (3) survey of investors .indicatedthat the
investors ranked as most important a discussion of the
firms' results for the past year with reasons for changes.
As least important they ranked the names and salarie..sOf
senior management. For the 10 items ranked as most
important, eight had a standard deviation of less than one
which sUggested sUbstantial agreement be:tween investment
analys'cs.

In terms of the information requested t,ne level of
disclosure for each item of information "tasnot high. A
score of 100% would indicate full disclosure of that Ltem by
all firms in the survey, while 0% would indicate complete
non-disclosure by all the companies.

He stated that Firth O)a.ge 81) (Suggestedthat two major
reasons exist for the poor disclosure. One may be that
preparers are not at'lareof the infolmation needs of
investors, and another could be that the information may
reveal important information to competitors. when compClting
the ranking of information by investors to the disclosure
level in annuaf,repo:rtsMeth (Page 85) concludes that there
is little co:rrelation between the level of disclosure of
items and their perceived relative importance. Meth stated
that over the survey perl.cd the level of disclosul:ehad
improved (see table 1 below).
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The average disclosure level for all items was;
TABIIE 1 LEVEL OF DISCLOSURE FOR THE PERIOD 1979 TO 1983
(Page 89)

Year
1979
1980
1981
1.982
1983

%age
24.3927.12
29.45
29.31
29.68

Regarding specific items of inform! ~ the report indicates
that the items tha.; showed the gl ,;est improvements over
the surVey peri.od were ranked as unimportant by investors,
al10'\tljttg Meth to conclude that.disclosure impl:'ovements't·;ere
ta.king place in relativeJ.y unimportant information items
(Page,66).

4.6 The Bell Report (1984)
This study investigated whether the alternative fornlSC'i~
information presentation affect the use of information in
evaluating corporabe performance.

Th~ study considered two forms of presentation, namely,
numeric and non-numeric, with the numeric form referring to
a number whether presented as a figure or a word, while
non-numerf,c messages described an adjectival-qualtitative
description, e.g. extremely large decline. The aell study
did not address other dimensions of presentation form such
as formatting, use of graphs Or charts.
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J:.lumericand non-numeric messages were perceived differently
by users. cherry (1966, Page 10) reportee} that users
perceive numeric messages to be based on measurement and to
be more precise than non-numeric information. Bell's basis
for argument was that information presented numerically can
be more easily (in)validated than when presented
non....numerically. If thi.s were the case, Bell's question

non-numeric information really used inbecomes Is
I~

corporate evaluat.i.(,;msby financial analysts? In recent
o
D

years th'3re has been increased movement to qllantify
previously
accounting

non-quantified information. Human resource
and social accountitlg are two areas where

suggestions have been made to report numerically information
that was previously disclosed non-numerically.

Research by Flaxnholtz(1.979,Page 31) indicated that numeric
information would be used in business decisions while

in:J:ormationwould be discounted or ignorednon-numeric
entirely.

Bell present.ed his subjects with three components of the
annual re-port:

Balanc!esheet
Income statement

\president's letter.



Page 23

He used the president's letter to present information in a
numeric and non-numeric form. Bell produced a version of
the president's letter in which the pr~sident discussed
financial performance, operating productivity, general
economic conditions and efficient utilization of corporate
assetb. In the second version, the president focused on
changes in strategy, policy, organizational structure,
social and political conditions and manpower developlnentand
utilization. The participants were then asked to evaluate
t'l.'10Research and De.velopment companies and two production
companies

In both instances the companies being evaluated had
significantly different ·financial statements. The twelve
participants were members of the financial analysts society
of Los Angeles.

The results of Bell!s study indicated that ••...non-numeric
information was used more in the evaluatiofi of R&D
companies. Bell pointed out that:

"This might have occurred because efforts and resources
expended can be directly linked to results in
production companies, while such links cannot bE~made
for research and development companies. II (Bell, p .180) •

Bell concluded that the form in which information is
presented can affect its use in the evaluation process
differently across functional types of organizations.
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Bell this occurs in situations where imperfect
is used for evaluation, and feedback on

is inadequate (therefore R&D companies are
On the other hand where productj"on companies are

evaluated and numeric performa.nce measures have systematic
status,. information used seems less dependent on the form of
presentation.

(I
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5 • EMPIRICAL RESEARCH

5 0 1• Introduction

The research was based upon interviews using a structured
questionnaire as a d~ta gathering mechanism.

The interview
annual reports.

process covered hoth preparers and users of
The objective of the method selected was to

develop an interview based on a questionnaire that addressed
the research questions. After the questionnaire and the
interview format were selected, a pilot study was performed.
to ensure that the objectives of the questionnaire and
interviews were achievaple.

o

The financial executives ("Users"), either financial
directors or company secretaries, in' nine selected
organisations (See 2.2.2.), were interviewed in order to
identify what they considered important issues when
preparing the annual report of the group or, in certain
cases I for any set of financial statements. In add,it.Lon ,

nine portfolio managers ("Users") were interviewed from
selected institutional investors (See 2.2.2.) to ident.ify
how they perceived information sources and what their views
were regarding certain components of the annual report, as
well as certain more specific items in the annual report.

o
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(See appendix I for a list of interviewees.)

5.2. Compiling the questions

In order to identify whether the annual report plays a
significant role in an institutional investor's decision the
research questions in the questionnaire were divided into
four general areas. The areas relate to:

a) The sources of information availa.ble to users and
the importance of the sources in making investment
decisions.

b) The perception of
usefulness of the
prepared.

users and preparers of the
annual report as it,is currently

c) ,The differeJilces in
place on information
report.

importance, users and preparers
contained within the annual

d) The quality of the annual report, with quality being
divided into two com~onentsl one being the
presentatiollal aspect, and two being the content of
the r~nort, and whether it has any impact on the
user's perception of the company and his inVestment
decision.
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The most efficient data gathet'ihginstruments available for
obtaining the views of both the preparers and the users of
annual reports I w'ereconsidered to be a questionnaire or an
interview.

It was decided that the data capture would be mer};
efficiently expedited if the author were to follow an
interview process using a structured questionnaire. The
nature of the questions asked in the questionnaire would
require a measure of interpretation. A personal interview
wOllld ensure that all the respondents interpreted the
question consistently.

There are two basic types of interviews - exploratory and
structured interviews (Vockell, 1983, Page 76).

An exploratory interview is designed to elicit good ideas
for subsequent data collection. It is informal and quite
unstructured. The researcher merely asks leading questions,
notes the answers, and uses the responses as a basis for the
next question. In a structured interview the questionnaire
is applied as a data gathering mechanism during the
interview process.

Although tbe interview is a more efficient data gathering
process, it has certain important advantages and
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disadvantageS] which should be noted. A major advantage of
the interview over the ordinary questionnaire, lies ih its
flexibility. An i,nterviewis time consuming. The questions
are being posed by the interviewer on an one-on-one basis.

The personal interview limits response time because of time
constraints. The personal presence of the interviewex; often
reduces the respondent's spontaneity. Anonymity disappears
and so the willingness to be completely frank and honest"
may be reduced. A questionnaire can be circulated to a
larger number of respondents.

5.3. Selection of sample - Users
Based on discussions with several Merchant Bankers, the
m~jor institutional investors Were selected on a judgmental
basis. The ten large institutions selected were then
approached telephonically to identify which member of their
investment teams would be an appropriate respondent. The
portfolio managers of financial institutions which displayed
the following characteristics, were a~· -:hed:-

Institutions which are lead.:[~g south African
institutional share investors and thus playa major
role as financial intermediaries in the south African
market. Their investment policies and actions feature.,
prominently in the overall domestic market.
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Institutions which have a strong commitment to and
believe in fundamental analysis. Due to the focus of
this report, such commitment was necessary.

The selection regarding the stock brokers was made
considering the following qualifications:-

Large and reputable stock broking firms which are
members .oft.heJohannesburg stock Exchange.

- I Analysts with a strong cOlrunitmentto a belief in
fundamental analysis.

Tl"letotal
amounts to
administered
billion.

assets administered
R128 billion.

funds of < R 5
Of the portfolio

by the institutions sampled
Of the respondents, 45%

billion and 55% assets > R5
managers interviewed, 67%

followed less than 100 companies, and no portfolio manager
followed more than 150 companies.

One institution declined to participate.,

(S\.8 Appendix I for a list of interviewees)

In a pilot study performed in the intial stages of the
research design, it became appCirent that the decision makers
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for or on behalf of the large institutions were portfolio
Managers ("Users") rather tha~ the Financial Analysts.
Financial analysts tend to disseminate large quantities of

information and therefore require a plethora of information
in order to prepare a concise and brief investment report,
that will be forwarded to Portfolio Managers. It later
became apparent that in many of the institutions the

a portfolio manager and a financialinterviewee was both
analyst. It was stressed during the interview process that,
for purposes of the interview the respondent was to reply to
"the questions Ln the light of his requirements as a

portfolio manager.

5.4. Selectiou of sample - Preparers
The population of this group comprises financial executives
of companies listed on the JBE Industrial sector and
t~.,.refore excludes companies on the mining and financial
s.ect.ors of the JBE.

Tbe companies whose Financial" EXecutives (!IPreparers") "Fere
approached to undertake an interview were selected using the
following criteria:-

companies appearin~ in either the top twenty, the
bottom twenty or the most improved :J;ankingin the
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Finc:mcial Mail Annual Accounts Award for 1990, a,s

disc:losed in the issue of the Financial Mail dated 11

January 1991, page 32-34.

The objective wa:sto select six companies from the top

twenty and the remainder of the companies from either,

the, bottom twenty I or " the most improved rankings,

thE:reby obtaining a preparer Is perspective from the

full spectrum of 'financial reporting.

More emphasis was placed on the top twenty section of

the accounting awards as most of the companies in whi.ch

institutions invest, tend to feature in the top twenty

rather than in the bottom twenty of the accounting

awards.

companies selected f:r>ombotb rankings with a profitable

track record and net assets in the last annual report.

of at least R10 000 000.

A review of the bottom twenty section of the Financial Mail

accounting awards identifies one major grou.p that is a

highly rated companyand is normally a favourite investment

of portfolio managers ("Users") at all the large major

financial institutions. However, in accordanr9 \'1ith their

current attitude towards reporting and communication with
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hath investors and the public in general, the financial
representatives (IIPrepa:rers")of this company, refused to
participate in the survey. The compallY had issued a
d:trective prohibiting employees or representatives of the
company from participating in any research which might
affect the profile of the company or might suggest that
their attitude towards financial reporting and communication
in general
this major

had in an.yway changed over time. As a result,
group was deleted from the sample. All other

companies and institutions approached were willing to
participcltein the survey.

On the basis of the top twenty, bottom twenty and most
improved sections of the annual awards as computed by thIs
Financis.l Mail (1991, page 32) t companies ful:EiJ.lingth(;l
criteria identified above were selected.

Top Twentl!_Companie§l
Th) basis upon which companies listed in the top twenty
awards Were selected ensured that the sample did not
result in being representative of only one of the major
large indust..rialconglomerates of South Africa, ie:
Barlow Rand or Anglo American etc .•

The sample is representative of the majority of large
conglomerates in South Africa.
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Most Improved or in thl3 BottomTwenty

A judgmental method was used to select oompeni.es from

the most improved and bottom t\'lenty. Twocompanies

from this list were selected. A companywas selected

from the bottom twenty_ The companyhowever refused to

participate and was deleted from the sample.

The preparers in the sample comprised 63% financial

directol:$, 25% financial manage:t:'s and 12% company

secretaries. Of the companies sempked , 75% were in the

top twenty of the accountj.ng awards and 25% were ranked

as . most improved by the accounting awards (Financial

Mail, 11 J'anuary 1991, Page 32). The companyselected

from the bott:om t,,,enty was deleted from the sample.

5 •5 • Questionnaire Design

The basic

containing

selected

selection

research instrument consist.ed of a questionnaire

approximately 30 items, with each item being

in order to support the research questions. The

of .the items was based largely on an examination

of the relevant literature. The questions were selected on

the basis of ensll.:ting that the oV'el~all:research questions

would be addressed once the det.ail ad questions had been

answered by the respondents. tn certain h:st(ances, items

were incJ.uded in the questionnaire, not only to address 'the

overla.l1 research questions t but, also to
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facilitate a comparison with other studies referred to in
the prior I'esearch.

The q~estionnaire was tested for relevance, validity and
accuracy_ It was then tested in two pilot interviews. (Refer
to Appendix II and III for detailed qllestionnaireEJ).

5.6. Administration of the Questionnaire
The interview was structured as follows:
A brief telephonic discussion was conduct.ed in whiQh the
caller informed the intetviewee of the objl:lctivesof the
research. A copy of the ques tionnaire was forwarded t.o the
participant for his scrutiny but not for COlliplE/tionas it
would be completed by the interview~ll;. '1'he iuter"riews
relating to portfolio managers (Users) and f.illancial
executives (preparers) were scheduled to be conducted over a
three we,ek period.

potential bias resulting from the natural human reluctance
to appear incompetent was taken into account in the
interview proc~ss whenever possible by presenting the
questic:anaire in a nq)lithreatening manner and, ~n.stlri.llgthat
there was no misunderstandi.ng. of the ques'cions posed .•

1'.t. the beginning of each interview, the objectivas of the
research were briefly outlined in order to place the
interview and the questions in perspective.
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The completed questionnaires have not been included in this
report. A summary and an interpretation of the results is
in section 6.

5.7. Validation of results
Responses to closed-ended questions that appeared biased or
at odds with the other responses were queried and
satisfactory responses obtained. Where possible, the
research results were evaluated against prior research.

The design of the questionnaire has resulted in the answers
and data collected being non-parametric. The information
cofLect.ed was in the form of answezs to a £ive-point Likert
type scale and true/false type questd.ons, The five-point
Likert type questions are non-parametric in that the
interval between the rankings is not equally spaced. The
use of means and other statistical tests to interpret such
non-parametric information is not considered statisticallY
valid and therefore not applied to the .tesults .

Conclusions have not been made based on any of the
IIstatistical II type measures. The purpose of the re(.fearch
was to document the opinions of large institutional
investors, to illustrate their perceptions regarding the
Usefulness of annuat reports I and as I~ resalt the sample
selected may not be representative of tIlepopulation of all
investors.
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6. RESEARCHRESUI.TS

6•1 • Introduction
The research report addresses the sources a~.ldusefulness of
the information contained in the annual repol,';"tto portfolio
managers of large institutional shareholders for making
investment decisions. In many cases prePClt.terswere asked

questions similar or identical to those asked of users.
This was considered necessary to establish whether prepalf:ers

\i

and users have the same perceptions regarding information.
The report also addresses other aspedts of reporting: the
differences i.n importance users and preparers place on
information; cmd the impact of the quality of the annual
report on the user's perception of a company and on his
investment decision

The responses of the various respondents have been
summarized and interpreted under 6.2 below. A copy of the
questionnaire used in the interview is included in Appendix
II ("preparers") and Appendbc III ("Users").

6.2. Research Results
Objectives in acquiring Equiti.es6.2.1.

Question II (iJl Appendix It and III) in·both questionnaires
addresses the objectives of port~()lio managers in acquiring
shares on the JSE. The respondent was required to rank the
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fi ve possible Lnvastmerrt objectives, with the most Lmporbant;

being ranked 1 and the least important being ranked 5.

Table 1 in Appendix IV shows that portfolio managers
("Users" )and the fi,nancialexecutives (IIPreparersll)ranked a
combination of long-term capital growth and dividends as
most important.

The observation was made during the interview with two llsers
that a criterion wh,ich they considered to be 'ofmajor
importance had not been included on the list presented. In
their. assessment of companies, earnings growth is considered
to be a fundamental objective.

certain users stated that dividend income did not play a
significant role in their organizations, but if they
conside:":'adcertain funds in isolationr such as income funds
or pension funds, then dividends playa more significant
role.

One user stated that his investment department believed in
the minimum dividend theory, and that the balance sheet, of
the company should be strong enough to maintain the level of
dividend, although it was not necessary that a dividend be
declared. Although dividends were rated low by both groups
(users and preparers), they were r.ated lower by the users
which may explain the acceptance of the low dividend yields
reported on the J'SEI A Preparer commented that the change
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in tax: legislation has made the combination of long-term
capital gains and dividends more attractive.

6.2.2. Sources of Information
Question III and V in the User and prepareI' questionnaires
(Appendix: III and II, respectively) respectively required
respondents
independently.

to identify sources of information
The sources of information identified are

listed in ;rti~~le2 in AppendiJC IV. Table 2 il1urlt:r:atesthle
emphasis placed on information derived from brokers~ All
the preparers named brokers' reports as a source of
information, and 89% of users named these as a source. The
lower rating in terms of users can be ascribed to the user
sample including t\,10brokerS who were the only users that
placed little importance on brokers I reports.

The internal analyst was not identified as a source of
information as frequently as may have been eXpected.

The fol10\ .ing observation was made regarding internal
analysts:

"1 du not eXpect mY analysts to re-invent the wheel!
If we feel that the·.fundamentals of an industry.are
sound, we \'];i.11 select, based on our perceptions, the
two strongest brokers in that indus.try and obtain their
views.
companies."

The same applies for the analysis of
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South African institutions place a large emphasis on direct
contact with management. This phenomenon appears to be a

function of the size of the JSE. The incestuous nature of
the JSE is corroborated by a prepareI' who stated that one of
the sOUrces of information is the cross shareholdings by the
major financial institutions and others. The shareholdinq
gives these users insights to a company to which an ordinary
shareholder is no{ privy. In some instan.ces institutions
are represented on the board of directors and have access to
management accounts.

Questions IV and VI in the User and Preparer qUestionnaires
(Appendix III and. II, respectively) required respondents to
rank sources of information presented in the questionnaire.
There is. a distinction hetween the information displayed in
Table 2 and the information. displayed in Table 3. Table 2
documents the sources of information respondents
instinctively identified, Table 3 records the importance
placed on different information souroes as identifi~d by the
author .

Users placed most importance on infol~lation gathering by
their own internal analysts. The aecond ntost important
source of information given by users was personal contacts
and interim reports followed.
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It is interesting that. an internal analyst was not
identified as a source of infoormation; however, when
discussing the decision making process users sbat.edthat the
internal analyst is regarded as an important source. The
analy~tsl importance appears to be more in the collation of
infornlation rather than being regarded as,an information
source ,

Diverse responses by users were given 1Eorthe :followihg
sources:

- Interviews/Discussions with management,
- other newspapersr
- brokers reports, and
- trade pUblications .•

The major reason for the diversity relating to discussions
with company management rel~ltesto users from one particular
institution. This institut.ion was the only user that had a
short term perspective em investments and combined techrdcal
analysis with fund.amental analysis. If this USer is removed
from the sampJ.;efor that question, the diversity is reduced

as 7.5% ot the respondents will have answered fO'Llr(4) or
five (5) and the remain..iera three (3).

The major reason for the diversity regarding the "other
newspapers II relates to two users that are both from
predominantly Afrikaans staffed institutions. It would be
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misleading- to remove these two users from the test as
Afrikaans institutions are large players in the investment
markets and the response, therefore, signifies the
importance of "other newspapers" in the investment
community. The brokers within the user sample create the
diverse response pattern in the answers relating to the
importance of brokers' reports.

Preparers ranked discussions with company management as the
most important~ followed by internal analysts at
institutions and brokers reports (see Appendix IV I' Table 3).

Table 4 in Appendix IV indicates that all of the top five
sources, in terms of importance, as ranked by preparers are
also in the t')p five of users. The emphasis placed on each
item, however, differs in each group. In nll cases, except
for discussions with maneqemenc , users placed more
importance on the source than the preparers did. An
interesting observation is that portfolio managers do not
place as much emphas~s on discussions with management as
preparers have been led to bel.ieve. They do emphasize
ana1;yst reports I however , and this may be Where the
prepa:r;-~rs
important.

may have ident;Lfieddiscussions with ma.na.gementas
The financiqllanalysts at the large institutions

are constantly
reports to be
managers tank

in contact with management whe11P'teparing
submitted to portfolio man.elgers. Portfolio

the end product , that is, the analyst Is

report, as very important.. ~reparers are eXposed to the
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means of generating the end product, and therefore place the
emphasis on the discussions they have with the ar.alysts.
The perceptions of the user and the preparer are therefore
similal'•

The annual report is a widfly used source of information and
is regarded as one of the five most important sourceS of
information by u.sers. Preparersf in turn, are aware of the
sources of information that users are accessing in order to
make .i.nvestmentdecisions.

6.2.3. The p~rceptio:as of Users of the 1\Dnual Report
In order to obtain the views of the users and preparers of
the annual report, several true or false questions were
designed. Table 5, Appendix IV, illustrates the results of
these questions.

The responses between the two groups regardi.ng their
perceptions are similar in most cases (see table 5 in

Appendix IV). The first difference appears in the need for
different versions of an annual report for different
audiences. The users of financial statements were strongly
against the creation of different reports for different
audiences. Although not directly expressed, the impression
was created that i:: different versions were to exis~., USE:rs
would fear that certain critical information that would
appear in a general-purpose report, would be excluded from
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their version of an annual report. The response of
preparers took .into conEideration the different audiences
for whom they prepare the annual repo:x:t,as ''1ellas -:':he
diverse \\1,reQUlSststhat they receive from their shareholders,
bankers, :';.')emPJ~yeesand other intereste!d parties~ 55% of
users considered that they would not be able to i.dentify a
sit1lation whe1-'e management was glossing over problems, The
following observation was made:

IlWhere we have an i.nve~tl!\~ntthat has not performed to
expectations, we revi~ -;~nn~al reports to see

{, V management in theif the problem had been ~, ~
annual report ••••In most' \~, t,liatt there is no
evidence to highlight that tl~".0.1.' )mS were ~bout to
occur ..."

67% of the users stated that they had to read the note~ to
the annual report to get an aOcurate picture of the
performance of the company, To clarify the wo~d accurate,
the following question was put to the respond~nt dUring the
interview: " If you read the chairman's statement, t.he
income statement and balance sheet do you feel you have an
accura.te (as opposed to comprehensive) pictule of the
perfo.rmance 0.£ the company? " In light of the effort and
time that is invested to insert additional information into
the non-statutory por.ti1ns of the report, it .is surprising
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that such a high. proportion of users surveyed stated that
they had to review the notes in order to get an accurate
pictul:e.

45% of users also felt that many of the ~ompanies on the JSE
were p~~'eparing annual reports to comply with statutory
requirements rather t.han to; inform shareholders (See
Appendix IV, Table 5). Thigj.response seems at odds w:i.th
their st6'.tement t,hat they are generally satisfied with the
qu&lity of the annua'l x'eports.

The users t-;ampled ~.nthis report stated that they are only
interested in approximately 100 companies (average over
users). It may be infexred that the top 100 are reporting to
the satisfact..ion of 'I;:.heUSI'3rsbut that 'the remaining
compa.nies on the JSE may not be doing so.

Importance of Infol'lllation Contained .in thE) Annual
Report

Questions V and VII of the user and preparer questionnaires

6.2.·~,.

(Appendix III and II I respectively), respecti,vely ~u:eaimed
at determining how important it is that certain information
be conta.intld in the annual report. The question does not
attempt to determine whether the information ),s importart,
but, rather whether it is important that the info~mation
appear in the annual report. Table 5 in lppendix IV shows
the results of the answers received from the samples of
both users and prepar~rs.
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Users of annual reports were of the opinj.on that, except for
conunentary en the economyj information about the companyIS

produots and the op:tnions of other professionals I all other
information contained in the que~tion should be; included in
an annual report. Users were the o~lnion that
information about the products of the oompanyneed not be
contained in the annual report. When:makinginvestmQnt
decisions, t.he nature of the companyIs business was
important, I but details of products did not play liamajor role
in the majority of 111dustrial companieCl.

WIth tht; in:formati.on about the nature of the business I the
user is able to ,evalufite the risk associated with the
company from other sources of info:rmat.l.on. Bias Wasthe
major concern expret~sed by users about incll.tding opinions or
analysis of other pZ'():fassionals in an annual report.

Although :most institutions placed rel.iance on brokers'

reports, they did not want brokers' reports to be

incorporated in the annual repol;.'t. 'llhe r~sponses .within the
.lSer sample reflected that users wete in agreement in
:respect of :mO$tof the questions in this section. The:r.ewas
a diverse response, however, to the question ooncerning

whethe:r oommentary on the economyshould be included in the

annual report. Certain respondents (23% Of users, see

Appendix IV, Table 6) were of the opinion that refereno~~ to

the economy in an annual l;.'eport is used as a scapegoat for

poor companyperformance. They were of the opj,nicm that
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more accurate economic projections could be obtained f.rom
other sources" other users (22% of users, see Appendix IV,
Table 6) considered the coopany's view of the eqonomy a
useful yardstick for gauging wheth.er the company's Views
correlated with their own expectations.

Preparers of annual reports highlighted. other areas of
iXlformation as critical for inclusion in the annual report.
The preparers identi:'~1,1edrecent events I cash:flow and
information business units as important information. It is
interes'l::.:i.ngto note that the quantitative forecast waS not
highly ranked by prepat'el's• comments made dut'ing the

<.

interviews highlight the concern:
" Any quantitative forecast by managem.ent can be used
'to hang them •••would not look good if. they go wrtmg and
the forecasts are not met."

Another area of interest was the response by preparers
regarding the disclosure of risks. seven of the eight
respondents gave responses of 4...5, and comments gathered on
this during thl9 intervie,\iswete ·lnteres·cing. A preparer
commented that ~s lOllgas mentd.cnwas made of the risk then
management had fulfilled its obligation. Anot~he:rIs comment.
was that:

".••Shareholders should do their homework before they
enter illtothe mal:'kets." .buyer beware •••II
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Users of annual reports require preparerS of annual reports
to go further than the statutory information required.

6.2.5 The Effect of the Quality of the Annual Report

Introduction
In designing the questionnaire and in the pilot studies the
respondents had difficulty inter)?retingthe word "quality".
The word quality has been divided into two components for
purposes of this report:

- presentation, and
-.content.

Presentational impact on 111vestJ!L~nt,Decisions
(See Appendix IV4- Table P/j_

Users Were asked to state whether the fact that a report
appears on glossy paper woule.!impact their investment:.
decisions.

During the interview the impact on the investment decision
Was emphasized, and not whether the report affected their
perception of the company. The majority (67%) of users
stated that this characteristic was not an important fa.ctor
in the investment deoision process. Also, the fact that the
company appears in the top twenty of the aacounting awards
did not seem to affect the investment decisions of the
majority (67%, See Appendix IV Table 7) of user
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respondents. What did appear to be an important
characteristic for at least half the portfolio managers, was
whethe:r an audit opinion was signed by a "Big 8" accounting
firm. One of the users that rated this characteristic as
not ilnportantbut qualified this by stating that if a report
is signed by a "Big' 811 audit firm, and the company
subsequently changes to a omaller audit firm, then the
characte:r;'isticbecomes iluportant. The fact that the company
has been audited by a small.audit firm for years, h"lwever,
does not make the characteristic important. It is the
change that is important. It was emphasized that a move
from a small firm to a large firm is not as perturbing as a
move from a large firm to a small firm.

perception of the ComP-Slll..::L..llieeAppendix IV Table!)8)
The majority of users (78%) surveyed ,stated that the
;presentational appearance of an annual repr.n:taffected their
perception of the company. One user stated.that there is a
fine balance between a report that is overdone and a report
that is well presented but justifiable.

The business and operations of the business must warrant a
detailed and well presented report. It may thus be constrrued
that a poorly presented report may not only impact the
uaer t s percepti?n of the company, but also create ce)'..:-tain
misapprehensions in .makingthe investJllent decision.
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\\A comparison of the responses of users and preparers as to
how important the presentation of information is in the
decision making process i!7.'iicatesgeneral agreement that the
manner of presentation is lmportant. The two areas where
users and preparers seem to differ relate to the cosmetic
aspects of the document. More preparers (62% va 22%,
Appendix IV, Table 7) rated graphs and photographs as
important. The responses from both sample groups (Users
67%, preparer.., 50%, Appendix IV, TabJe 8) indicats:?n<tt the
presentation of in;t:;.ormationimpaots 011 investment decd.sf.ons,

The subtle differences between the results dis,fllayedin
Table 7 and Table 8 are as a result of the questions posed.
In Table 7 the questions were posed in the context of how
the items affected investment decisions. Table 8 displays
answers to questions tha,twere posed in the context of how
the items affected their perceptions of the company~

The Effect of content on i::he.1 Investment Decision
In order to assess the impact of the content of an annual
report on investm.ent decisions, twa sets of questions were
formulated. The first set comprising question XXII (see
Appendix III) of the user qUestionnaire and questioIl XIX
(See Appendix II) of the rlreparer questionnaire listed the
different components of the annual report as identified by
the author after a review of the score sheets for both the
Financial Mail IITop Twenty" Rules for 1990 Reports and the
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Chartered Accountants/Business Times Reporting Award 1~la9
I,

Mark Plan. The total number of items identified amount~l to
aeventieen ,

Respondents were asked to identify the ten items they would
consider important and to rank thos items in order of
importance, with one being the most important and ten the
least important (see tables 9 a~~'l lOin AppendiJt IV for
results) • When interviewing users the word importance WnS
further elaborated upon with the:fol~owing question:

II If when makin<J investment decisions as a portfolio
manager you could have access to only ten of the items
listed below, which would you (...J.l ''I?''

When interviewing preparers the word "importance" was
elaborated upon in the following way:

II When prepar.ing your annual report, if you were
restricted 1,\:,0 ten of the seventeen items listed below I

which would you select to incorporate into the annual
report? Please list them in order of importance."

During the in'!;erview the following aspects '\ITereclarified.
The directors' report was to be considered the report that
has to be submitted in terms of schedule 4 of the Companies
Act (1973 , as emendedj , \'$l.n<i t,,:l<!.'.) i'!hnirman's statement was to
be considered as the report that inclUdes all the additional
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disclosure management might wish to make .. In both
situations, the respondent was asked to make a selection on
the basis that there was no statutory requirement to present
any of the components.

Fipancial highlights
exchanqe performance
inflation adjusted supplementary accounts (67% rated it 11
or greater) were considered least important by the majority
of users surveyed. The income statement (89% rated it 1 or
2) ( balance sheet (89% rated this \i.tern 1 or 2) and cash:.Elow
statement are regarded by users as the most necessary
components of the report. (66% of users rated the cashflow

(89% rated it 11 or greater), stock
(89% rated it 11 or greater) and

1-6) • The preparers, in turn, rated the income statement,
chairman's repo:r:t and summary of results for the last 5 to
10 years as most important. The stock exchange performance
section (89% of preparers rated it 11 Or greater), interim
results announcement (88% of preparers rated this item 11
or greater) and auditors· report (100% of preparers :rated
the audit opinion 9 or greater) are considered unnecessary

by the majc "ity of preparers.

Detailed Information (see Appendix __IV g..._'J_1able11 and Table
12)

The second set of questions posed (Question XXIII to Users
and XX t() Preparers Appendix I I I and I I f respectively) in
order to ascertain the views of users and preparers
regarding the content of information comprised of a list ot
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individual items that are, or could be, presented in a set
of. financial statements. Each respondent was asked to rank
each item on a five point scale with one being not important
to the investment decision and five being very important to
the decision. During the interview process it was
emphasized that the answer was to be given in the context of
how important the information was to an investInent
decision.

Many of the items selected have also been tested by Firth
(19781 Page 62) ane Meth (1985, Page 63) and as a result th~
author has computed a mean score for these items to allow
for comparison to the previous studies.
given for illustrative purposes only
draW allYconclusions.

The mean scores are
and are not used to

Table 11 in Appendix IV illustrates the reSponses to the
questions by the users surveyed in this study and compares
their responses to the results obtained by Math (1985) and
Firth (1978). Table 12 compares the replies of the users to
the replies given by the preparers.

The items listed in table 11 are those items for which there
was a similar test performed by ,either Firth (1978) or Meth
1985). It should be noted that although similar items are
tested, the surveys differ in terms of th~ samples. Firth
examined the disclosure views of financial analysts employed
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by stockbrokers and investment institutions. Meth sent out
a questionnaire to members of the investment analyst society
resident in South Africa.

It is, however 1 interesting tha"cthe high scores (Maximum
possible score is S) in the Meth study were in respect of

the discussion of the company's results for the past year
(4.69), disclosure of a dividend policy (4.49) and a
discussion on the progress of recent acquisitions (4.21).

A percentage of users surveyed in this report identi~ied the
following items as very important: (Maximum possible score
is 5)

disclosure of cost of goods sold (4.11),
extent of dependence on a few customers (4.22),
information relating to cap:...talexpend?...ture (4 ~22) I and
discussion of the company 's results (4. 3~l) •

The disclosure of Gross Profit i~ a requirement in terms of
the U.K. Companies Acti which indicates that there may be a
need locally for such a disclosure requirement. This may
also indicate that over the period between the two surveys
the trading conditions in South Africa have deterioJ7ated and
it is therefore important for users to obtain detailed
information regarding the fundamental well-being of the
busine~s.
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comparison with u.s study
When ~Qmparing the responses of south Afr~can portfolio
managers to the results obtained in surveys in the U.S, U.K
and ~Tew Zealand, (Most et aI, 1985) (refer to 4.2 above) it
is noteworthy that in all the above marketsl the intention
of institutional investors 1s to hold equities for a long
period of time. These results correlate closely with those
of the U.K and New Zealand, in that the combination of gains
and diVidends was considered to be the most important
objective.

Table 2 in Appendix IV displays c.\ (~omparison of the results
Obtained based on interviews with south Afx'ican institutions
and the results of the SRI International (1987) l"eport. This
indicates that the sources of information differ
f.lignificantly. While U.S users favour th(~ annual report
(85%), south African institutions pJ:'~ferthe "interview with
management" (89%). Both South African and u.s institutions
Use other professionals (ie Brokers' reports) in making
investment decisions (S.A Users - 78%; U.S Users - 54%).

The major departure between the two countries is on the
emphasis placed on inte~im reportS. It is interesting that
the u.S users use this information source extensively to
make investment decisions (57%), Whereas the IOGal users do
not place great reliance on such announeemerrts (22%). The

reasons for this difference may be the size and activity of
thG markets and the frequency of the announcements.
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A comparison of the S.A users versus· the U.S UF'srs as
displayed in Table 4 of .Appendix IV, shows that thrbe of the
top five S.A sources (lnternal Analysts, discussions with
management and Annual Reports) are also highly regarded by

U.S institutions. Interim results in S.A are the equivalent
to quarterly announcements in the tr.S. Personal contacts
were ranked 14th by u.s investors, and internal anQ:ysts
were ranked 17th (SR! 1987). In the S.l\. top five, there is
no equivalent to a SEC Form lOl{ and other analysts (ie
brokers reports) were ranked seyenth~

In order to complete the study, question XXIV from the user
qUestiollnaire (See Appendix II!) and question XXI from the
preparer questionnaire (See Appendix II) allow the

,.
respondent to rank certain phrases regarding annual reports
as e~tther not.important or very important.

The inclusion of this question waS maj,nly to facilitate a
compariAon of the results of this study w'ith that of the SRI
International (1987) study. A secondary objective was to
identify whether Users and preparers thought that the annual
report could be improved.

The results of the questions to Users and preparers are
contained in Table 13 in Appendix IV. It is interesting to
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note that users identified the followi~g issues as most
useful if the annual report were to be improved:

inclusion of financial projections (89%),
providing industry trend information (89%)1 and
inclusion of an abstract in the annual report (89%).

preparers, on the other hand identified the following issues
which they regarded as important and which would improve the
usefulness of the .report:

Management ought to define their goals and obj ectj.ves
more clearly •
Management shoUld be more frank abc »report.ing poor
performance.
The annual report !)rovides industry t.r~nd inforlllation.

Tabl~~ 14 compares the results of this question with the
results ubtained by the SRr in 1987.

It mus·:· be stressed that the U.s sample consisted of 312
telephone interviews. This study consisted of nine personal
interviews.

The only response which appears to differ significantll '':rom
the U.S survey is the reply to forecasts. South Africans
seem to be more interest.ed in the forecasts. ·80 possible
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explanation for this coUld be the difference in inflationary
environments in the two countries. Inflation in the U.S has
over the past two decades been significantly lower tham
inflation in south Africa·.

6.3. Research findings
The research results that wer~ summarized and interpreted in
6.2 are evaluated in this paragra}:)h. The research findings
pave been grouped under the applicable research questions to
maintain a similar structure to that used in section 6.2.
In some instances; where one set of findings held
impliOC'ltions ;for another set of findings, these findings
"lere addressed in the most appropriate place.

Th.e research question/obj ectdve addressed was:

,Identify the sources of informatiop available to Ilsers
of these sources in ll!f!king

investment decisions.

Before any di.scussdon can begin on the sources used by
institutio'nal investors, it is important to identify their
objectives. Table 1 in Appendix IV indicates that the
majority of institutions invest in equities for long term
capital growth and dividends. Although the majority
selected the co.mbination of both, it 1s significant to note
that the majority of portfolio managers placed more
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importance on long term capital gains (66% of user.srated
this 1 or 2) than they did on dividends (11% of users rated
this 1 or 2). The conunentsmade dUring the interview by
portfolio managers indicated that they are capital growth
orientated. Many use earnings as a surrogate for measuring
capital growth.

The interviews w~th portfolio managers, the brokers' report
and annual report were the most common sources of.
information identified by Users and preparers (See Appendix
IV, Table 2). Significantly, however, users within the
financial institutions identified interim results
publications and personal contacts as most j...mPJ,:;:;,"tant(See
Appendix IV, Table 3). Ultimately, all information about
the company and its performance originates within the
company itself. By the time the information reaches tJ:v
user it has gone through numerous screenings and
interpretations. The "most used" info:onation does not
necessarily correlate with the "most importantI!
information. This phenomenon also occurred in i:he research
conducted by the SRI (1987). When a source is Lnexpensf,ve
and easy to obtain, it is widely used even though it may not
be very useful. For institutional invest~rs, the sources
IImost used" are easily available. Two of the most important
sources, internal analysts (ie. analysts within the
institution) and personal contacts are not easily accessible
to the ge~.~ralinterested public. Internal analysts are a
highly paid zesource of an individUal institution, and
personal contacts take years of relationship building to
establish.
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In 1987 the SRI (Page 34)U made the following conunent:
" Investors value each source of information based
on its objectivity, content, accessibility, and
timeliness. These components are not measured
explicitly I but valued subjecti"lrelyI depending on
individual abilities and preferences."

It is true to say that all users interviewed want unbiased
information. They do not want information that has been
distorted by inappropriate interpretation and analysis.
Users place high value on information sources Which allow
them personally to filte:r out bias, or on information
sources which they believe have removed bias~ It is
therefore important for preparers to be aware of the sources
of information which users find most useful. should the
preparer wish to change institutional thinking regarding his
particular company, it is important for him to know which
information sources should be targeted. The user will pay
<-"nlyfor a service which he feels is giv1ng him unbiased
information. The most 'easilyaccessed information is not
necessarily the most used information.

The research question addressed was:

Identify'the perceptions of users of annual repo:;rts.

Users are in general satisfied with annual reports. A
review of Table 5 in Appendix IV illustrates the overall
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satisfaction users and prepa.rersexperience in their use of
annual l:-ti>ports. Users regcrt:dthe annual :reportas the
primary source of information. ]f;.lt.houghother more precise
or filtered sources of information may eXist,,:.usexs contend
that without the annual report, there would hie no starting
pOil1tof reference for any investment analysis.

Users alsc consider cercain information to Jbeobtainable
only f.rom tli.eannual report. once the itern has been
identified in the annual report it can be further explored
by either an intet:nalor external analyst. ThIsmajority of
users surveyed are of' the opinion that annual reports do
provide inform,ation that a user cannot get f:l:'omany other
pUblished source.

The majority of users indicated that they needed to read the
notes to the financial statements 'toget an accurate picture
of the company. An accurate picture of the company was not
obtained by reading the chairman's report, income statement
and balance sheet eXClusive of the notes to the financial
statements.

Users consider it to be important that the annual reports
are truthful (78% of users (See Appendix IV, Table 13) rated
this 5 or 4, 5 being most important) and that they should
provide information about the future in the form of
projections (89% of users rated this 5 or 4, 5 being most
important (See Appendix IV, Table 13». The concern ~bout
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the truthfulness of annual reports that users ha.....~e expressed
throughout this research report is surprising as auditors
have a statutory role to remove this factor from investment
analysis. Information about the future is considered to be
an important component. of reporting whidl makes annual
reports more useful. Users are of the c~'lltLiouthat this
j.nformation is available, as management uses it ~~oplan and
to operate the business successfully.

Although < 89% of
provide financi,al
felt that this

South African users want the company to
projectior.s only 5S!(;of u.s. investors

was nece-ssary(See Appendix IV, Table 14).
The major reason for this is that the u.s. investors did not
trust forecasts presented by management. They felt that
they were invariably optimistic. South African users
presumably want forecasts in order to make a C',-i,c~'arisonwith
their own assessm€.nts. Because of the high inflationary
environment, south Africa's economic climate makes
projections important in investment analysis, as historic
results lose their forecasting characteristics.

The research question add~essed was:

Highlight the differences CC in importance users
and preparers place information containe$!
within the ann~al_~ort
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,-\

In evaluating non statutory information contained in the
annual report (see Table 6 in Appendix IV) users and
preparers exhibit basically identical views on the
importance placed on the different components. In areas

where there was no. consensusI the reS111ts could be
attributed to. different perspectives on the issues. While
users (J.OO% rated this 4 or 5, 5 being most important)
wanted quantifiable forecasts, preparers (50% rated this 4
or 5, 5 being most important) did not rate this as
important.

Users consider the information to be useful for investment
analysis, but preparers believe that users want the
information in order to hold management accountable. While
users state that there is little need to discuss the
company's pr,oducts in detail, preparers consider this to.be
a necessary part o.fthe annual report. Users are thinking
as institutional investors, but pr~parers know that they
must cater for the needs of all investors, including those
of institutional users.

The areas where there appear to be differences in th~
ranking of information between users and prepare.rs are
(Appendix, Tables 9 and 10):

The balance sheet
Cashflow statement
Interim statements
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89,~ of the portfolio managers 't'ankedthe balance sheet as
'!I)!\1UIilPerone or number two (one being the most

important, ten the least important~ See Table 9 in Appendix
IV) whereas only 38,% of preparers ranked it 1 or .2 in
importance in investment deciGion making.

The diversity surrounding the cashflow st\~ement is of
significance. The majority of portfolio managers ranked the
statement as a five or greater. The majority of preparers
ranked the statement between one and four. This may
indicate either a lack of understanding of the statement. or,
that users are not interested in the historic cash flow but
rather in the future cash flows of the comp:any. It if'

po~sible {'thaw since
"

cashflow information is a relativ~Iy
recent development users do not yet know how to use the
infor.tnati(':l. When comparing the views of users in this
report to those of USers in the Firth (1978) alldMeth (1985)
studies (See Appendix IV, Table 11), certain points
interest are identified. The salari s of both directors 19,I;'id
senior management are not important to South African usexs

but are important to U •K investors. A larger EHliphasl~;,.is
being placed on cost of goods sold by 1991 users as compared
to 1985 South African users.

In South Africa, employee reporting has become more
impor~ant than it was to users in 1985.
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When use~s and preparers were asked how impcrtant they
considered an individual piece of information to be to an
investment decision, interesting differences were noted.
Users (78%) feel that the size of a company's order book is
important to an investment decision (See Table 12 in
Appendix IV). l?reparers (38%), on the other hand, do not
think it is important. The same applies to disclosure of
cost of goods sold and a breakdown.of e~p~:>nsesin variable·
and fixed portions. The majo~'reason for this difference is

that the preparers have to be oonscd.ous of competitor
sensitive information, whereas users a1"e looking at the
informa.tion from an investor's perspe\ctivEIonly.

Dividend policy is not as important to users (5Ei% rated this
5 or 4, 5 being most important) as it is to pr1eparerz.(100%
rated this 5 or 4, 5 being most imi;ortatJ.t)of annual
reports.

In the economic emvironment prevailing in the period covered
.by this empirical research it appears that users are
becoming sceptical of dividend lpol:i.cies. The 1991 South
Atrican user places less emphasis on the d.ividend policy
than he did in 1985. Users are interested in emplOyee
reporting specifically and less inb~rested ill corporate
social responsibility in genel':al,which includes the
recognition (.)f the human resource as an important
contribution to the organisation.
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Preparers find it necessary to report on social
responsibility in general and less important to report
specifically on employee statistics and welfare.

The research question addressed was:

Ascertain whether the anality of the annual,
rcigorthas any impact on a user's perception
/'

9f a company and his investment decision

The wOlrd quality has been broken into two components for
purposes of this report. !t consists of presentational
qualit:,y and content quality. '! The majority of portfolio,
manaqera ("Users") agreed that;the presentational quality of
the ,6nnueI report contributes '1::0 their impression of 'the
company (see Appendix IV, Table 8). Of significance is the
fact that when users were asked \)whetherthe presentation of
information af:Eected investment decisions, the meljority
(67%) answered in the affirmative.

With regard to the content of an annual report the most
important non-statutory information used in the investment
decision by a user was the chairman's statemen.t (excluding
divisional reviews) (See Appendix IV, Table 9).
important iniormat,ion was:

other

segmental reporting - quantitative,
interililstatements I

summary of last 5 years' performance.
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Very little emphasis was placed on the supplementary
inflation adjusted accounts.

6.4. Applicability of EMIl
It i~ apparent that the users in this survey are of the
opinicn that EMH is dependent on good fundamental analysis.
TWO questio~s were asked regarding the respondents' views on
EMH (questions xxv and XXVI in the User Questionnaire
(Appendix III) and XXII and XXIII in the preparer
Questionnaire (Appendix II».

The specific responses to these two questions show that 70"
of the users agree 'lii'iththe semi-stl'ongEMH (see Appendix
IV, Table 15). Two userS stated that they did not believe
in the EMH, but replied in the affirmative to the question
regarding the efficiency of the JSE. These were zemoved
from the results of the sample as any response to the JSE'S
efficiency was not in the context, of the EMIlth€lories.

The responses may, however, be a reflection of the
knowledge of the sample as a whole with regard to modern
portfolio theories. It appears that the portfolio managers
were either ignorant of the theQries of Markowitz and other
modern portfolio theorists, or, at best, aware of the
theories but not how they related or interacted with the
JSE.
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7 • CONCr.USIONS AND SUGGESTIONS FOR THE FUTURE RESEARCH

7.1 Conclusion

This report

amounted to

is exploratory in its nature, the sample size

seventeen respondents and the nature of the

,data was non-paremet.rf,c , '.L'heconclusions expressed in this

report are , t;,herefore., on the basis of the responses

obtained in t,:his sample and no extrapolations, conclusions

or analysis d.f the general populatior, of institutional

users or preparlprs of annual reports is established.

Although the alilnual report is not the most Useful source of

informaticm tq the portfolio managerlit is regarded as one

of the most commonly used. The responses regarding the

sources of i]lformation confirm that due to the size of the

South African Market, and the majority of the investment

activities of th~~institutions being limited tQ the top 100

companies, tli.e personal interviews and relationships wi.th

the companf.ea appear to be the most useful sources of

information ,to users. The research also indicates that

users use brq~er reports to a large extent.

Users are j:n g~ner(H satisfied with annual reports. There

are certain areas where they feel that improvements can be

implement(ad.
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The major Component of concern is tpe lack of projections
into the future, by way of forecasts or other quantifiable
measures.

The views of the users and the preparers were similar
except, for certain cases <. in \\!'hichthere were rnajor

Areas of note, regarding the differences aredifferences.
the Balance sheet., Cashflow statement and Interim Reports.
The majority of users ranked the Balance Sheet and'Interim
Report.s as important and the Cashflow statement a~~

The fact the the Cashflow statemen1~moderately important.
is not used extensively by user's may be ascribed to th~F
fact that the accounting statement requiring the completioil
of the cashflow I'_,'statement (AC 119) is relatively new and
therefore the possibility exists that users do n~t know how
to use the informatioIl.

Preparers, on the other hand, ranked Cashflow statemepts as

important and the Balance Sheet as,:. moderately important _and
the Intel:imstatement as not import9~nt.

The majority of the users concluded that the presentation
of the annual report a.l1.ectedtheir perception of the
company and their investment decisions.

The annual report does play a role in the investment
decisions of .:t.nstitutionalinvestors. Although f the
portfolio manager ("usarr!)i who is the decision ma,ker as
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opposed to the analyst, has other sources of information
that he accesses, it appears that the annual report plaYB a
very important informational and confirmatory role.

As a preparer it is important to note that there are other
important channels of information in the eyes of the
i.nstitutional investors. When management wish to inform
iIlstitutional investors of certai:n event.s it may be
worthwhile to :l..llVestigatet.hechannel of information which
'Wouldbe most effective.

While users are sa,t.isfiedwith the annual report, they are
concerned about the candidness of maneqemerrtwh.enmaking
statements in tile annual report. They do not.consider it
necessary to go into extensive detail about projections on
the economy, nor to turn the annual report into a product
catalogue. The annual report as .itis presently being
prepared seems to focus on its stewardship function, ie

reporting on the past. Users want more quantitative
information on the projections and forecasts of the
company.

The similarity in replies of users and preparers indicated
that the preparers had a generally good understanding of
the needs of users. In many cases where there Was a
difference in the replies the preparer was considering his
other audi.ences, It is of significance that the
differences identified in Appendix IV Tables 9 and 10
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indicate that users do not always place a strong emphasis
on areas that preparers consider important.

The quality of the annual report plays a si,gnificant role
in assisting a user to develop a general impression of the
company, and both the content of the annual report and the
presentation of that information are important in the
investment ci.ecision.

The
feels
Until
will

annual report is important to an institution once it
that the company meets its investment criteria.
those criteria are met, the institutional investor

not be interested in the company, and as a result is
not that preparer's target market.

There are three aspects which appeared most frequently when
portfolio maneqers were asked to identify the cri.teria used
to identify companies in which they would invest:-

Track Record
Availability of Script
portfolio Analysis

While the annual report plays a confirmatory role in
establishing the track record of a company, without the
above three criteria most institlltions will not be
interested in the annual report of.the company.



7.2 Suggestions for FUture Research

The annual report has been identified as ailimportant
-, ~

investment tool. This study was however, exploratory and
indicates that an in depth investigation to ascertain the
needs of investors and prepare:r;sof fir.ancial statements
may be fruitful.

The study has identified certain components of the ~nnual
report as critical to institutional investors. Whether the
disclosure of the information content of.these components

"-.',->. >-r'-'l- 0 _ _ _ _. __ .can be improved should be furthe1;':l,.nvest;Lgated.
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Q APPENDIX I

Table 1 - Institutions Included in this Sample
(In alphebetical order)

1.
2.
3.
4.
5.
6.
7.
B.
!J.

Anonymous
Davis Borkum & HareFedsure··
Genbel
J Dlmderson
Momentum Life
Sanlam
Southern Life
U A L--------------------------------------------------------~--------

Table 2 - Industrial Companies Included in this Sampl§

1. Adcock Ingram Limited
2. Allied Technologies Limited
3. Holdains Limited
4. J.l1terleisureLimited
5. Iscor Limited
6. l?retoi;:iaPortland CeR!9ntLimited.
7. Sappi·Limited
8. Taco Holdings Limited
9. Declined to participate
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APPENDIX II .. PREPARERS QUESTIONNAIRE

Identify the sources of information available to users

An assessment of a company in order to make a decision about buying,
holding or selling shares is made periodically. What events occur that result
in the need for an investor or potential investor to make the assessment and
subsequent investment decision?

Buying shares for thE~first time
•• II ... if, •• ~ •• iI ••••• ,.1i ••••••••••• Ii ••••• 8. I., I •• ",.;" t ••••••• IIU. ".~.;, 11 ••• ft ili.oj •• 1 •••••••• Ii •• 11•••• _. ii •• Ii ••••• I', Ii'" a ••••••••••

•••••• " •••••••••••••• IiI , ••••••••••• illlI 8 -» •••••••• " ••••••••••••••••••••••••••••• f'ii ••••••••••

Buying. Holding or Selling shares in an existing portfoliQ.
......................... , ••••• 1! •••••••••••••••••••• illi •••••• , •••••••••• e.-.a i ••• ,p••• ,••• i., ••.•••• it •••••• , •••• 1 11 ••• ·•••

II When making deelslons about buying, holding or selling shares what are the
important objectives of investors? Please rank the items below in order of
importance with 1 being the most important and 5 being the least important.
a} Dividend income .
b) F-tofits from an increase in , .

market prlce within 6 months
(Shott-term capital gains)

c) Profits from an increase in
market price after 6 months
(Long-term capital gains)

A combination of ~ividend
income and long-term capital
gains

A combination of dividend

income and short-term capital

gains

•••••••••• a' ••••••• .;••

d) •• It., •• .I ••• ci iI'

e) ." .
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III In South JAfricaAnnual Financial Statements are a statutory requirement. Over

and above the statutory requirements please state management's objectIves
',f\lhen preparing the Annual Report. (In order of importance)

3.

1. .. ~"., ;1(1",,1""'"'' ~it ,iI •• )I ,,, .. io""" •• " •••• ill _. 1> ;. "' •••• " "' I', • I •• I iI ti.." I I. I ii" ioio' ••• 10." ;\

2. • " •••••• iii •• It ,. Ii I."'"~';''''''''''''''' I' I •• 1i"1'.' ••, r,j '(1;" ••••• I ••••••• I. I ••• '"111'1I it ••• I ••• ; _ ~ Ii .

• •• , ,., •• ' It •• 11"11•••• I,', •••••••••••• 1, , "'11 la "~'."." .,."'-1 •• iii"" '"." ., ••• Ji 1,1 II •••••

4. ~{i•• " Ii " 11.. t IIill ••• I " io • , i • , •• " •• III " •• to , •• I , ••••• i • I, " I I I " •• I ill •• " ••• I I " , Ii • Ii ••• ,IIII .. " •• I Ii " ill I •• ~••••• :II

5, •• , ••• _•••••••• ~ ••••• ,; ••••• Ii •• :1 ~f •••••••• , ' .- ••••••••••• " ••••• , •• , ••••••• "'i.. ,~:'i.'.._"'.. 'iI ••• II.f ••

IV. Discuss the above benefits, with the aim of assessing whether the,:)
Annual Report is the most cost effective manner of flchieving the
objectives stated in B above.

~., 11•••• ' Ii ,," iI. I'. II D •• , 11'_ •••.•• ".". ~ " ii ,1 '" Ii" ..~.•• it " !II •••• .- •••• -,."." 1iI •• ~ Ii ••••• III "''''' 1iI 11

,.' ••• ilt , •• ,;t., •• Ii •••••••• ,. I't!'';' •••• "'.,' I' I" •• ",I ••••••••••••• d .•• a •• , •• I .1"••.,,~••••••••• io '''.'''' iii iii' •

• " ••••••••••••••••••••••••••••• ,.-. .••• , •• , •••• , •••••••••• , •••••••• "iI' •••••••••••••••••• , .••••••••••••••• ;t ••••• t •••••

'\
q ",,, ••• 11••• , "I •••• Ii Ii i. '.1 Ii._ iI ~~~\~.i••••• I.,t 1 ••••••• 1l•••• I.,iii., i."'.' .

'~\

.il.'~.' jlltllo.' •• I1'•••••• i"'~" 41.li., •• lill!' ,. "t! ••••• ,Ii. '."'1"-'.IiI ' •• f i'.'I1!"." ••••••••••• 1 •• liI, ••• Ii. III•• , .
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V. Please list the sources from which information is gathered by an investor to

make a decision to buy, sell of hold a share.
1. §ources of ·information from within the ComgaQlt:

• Ii.- -Ii - 1-•• II •• Ii Ii.• " 11" II • "' -, .••• I_Ii •••••• ij",." Ii •• ,. •• 11»' ••• ~ ••• II ••• ,_. ,'-ili'" •• 1- :. ••• ,. .iI'-' I" I" I-I ,',1''''' , .••••••••

0 •• ·•••••••••.•••• · · · 11' .•• ' ••• ·•••••..• " .•• :1 ••••••••••••••• " ••••••.. , ~ ••• IJ ••• · •• ,ldl •.•• iI.•• i •• -' .

" •• II •• to-, I " tilt II , •• " ••• Ii -. 'II ••• Ii .-•••• " ,,'- •• " " • ~ i" -,..II Ii _I I ,,' Ii ~ •• ;. ••• , ~'" i • i_ 11 it • it .

• ,-,••..•, ••.• i I.;' •.•.••." •.•.•"" .", ••• II •.it •••.••.•• ··.·II~••••.••• t ••••• ;, •.•••• i'~'·.II'·._" ••. r. ••. "" "i.' ••• ;.••.•.••.••

)

ii •• lli,'!
'.,~

\li ' •. f .• ili •••• ,.1~ '!i.'& ••• i II ••• II f< Ii •• IIi •• 1 ••••. t" ••••••••• "••• ~

•• -.. i i' II.' ~" •••• 01 i' •••• ~ til' ••• Ii ••••• I II .,. II".' i" Ii ••• ti i ••••••••• 11•••• ,: •• " •• "I,t. Ii ••••••••• 11••••• i 'II",

•••••••• i •• I .•' ••• II " ••••••••••••••• " •• i.u •••••• _••••••••••••••••••••••••••••• "••• , •••••••••• ",'.i ..

2. Source,s of information from outsi.-li9 the Company

••••••••• "' ••••••• ,,, •••••••••••••••••••• iI , ••••••••••••••.••••••••• 111 ••••••••••• 11 •••••

•••••••••• " ••••••••••••••••••••• , •••• , •••••••••••••••••••••••• " •••••••• " •••••••• _•• i.••• i •• ' •••••••••••• I! ••• 1> •••••

•••••••• IC •• "I.i" ••••••••• " ••••• ii."i •.•••••• Ii •••••••••• i._.i •••••••••••• O •••• iI ••••••••••• ill •••• iel'!!i •••• 'i ••••••••• f ••

•••••••••••• ' ••••• i O •••• 1I " ••••••• " •••• , , ~' •• ltIiU\ •••• i ••••••

•••••• ••••••• i ••• i ••••••••••••••••••••••••• " 0._ ••• 11••••••••••••••••••••• 1) ••••• f.' •.••••••.

•••••• II •••••••••••••••• " •••• ,. ••• "·.!I •• i ,Ii ,• .;t •• """1', •• it •••• _ , , , •••••• , .•~) ••• t.t .tl!
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VI When making decisions about buying, selling or holding shares what are

important sources of information to an investor? (Please circle one number 'for
each).

2.

3.

1. Your own discussions with
company management

Analysts' presentations

Company Financial Statements

4. Statistical Fact Books
(ie: JSE handbook etc)

5. Interim results publications

6. Company press releases

7. General business publication
(Finance Week, Financial
Mail etc)

8. Business Day Newspaper

9. Other newspapers (ie Citizen
Star, Bseld Business
Section)

10. Analysts in my company

11. Other analysts (ie; Brokers

reports etc)

Not Important
1 2

1

1

1

1

1

1

1

1

1

1

Very ImporLlnt
3 4 5

2

2

2

2

2

2

2

2

2

3

3

3

3

3

3

3

3

3

3

4 5

4 5

4 5

4 5

4 5

4 5

4 5

4 5

4 5

4 5
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(!

12. InveStment inforrn;:ltion 1 2 3 4 ,'~5;.,

services (ie: lvor Jones,
MacC?regors)

13. Personal contacts 1 2 3 4 5

·(Business Associates)

14. Radio and T.V. i 2 3 4 5

15. Trade Publications 1 2 3 4 5

16. Rumours and Tips 1 2 3 4 5

17. Friends 1 2 3 4 5

.18. Suppliers 1 2 3 4 5

19. Government Reports 1 2 3 4 5

20. 0ther; please specify

"•• ~'••• II••••••• ,ill, 'iI,"' ••• _'II 1 2 3 4 5

••••••••••••. , •••••• J ........ 1 2 3 4 5

•••• '~'a ••••••••••••• "•• iI. ~ 1 2 a., 4 5
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VII Below is a list of the different types of information that could appear in -an

Annual Report. .For each type of information please indicate how important
that t'ipe of information is to an investor when making decisions about buyirng,

selling or holding shares.

Not Important Very Important

1. Recent developments and 1 2 3 4 5

out looks for the industry
in which the company
operates

2. The outlook for the 2 3 4 5
economy

3. The company's position in 1 2 3 4 5
the industries in which it
competes, euoh as product
market share, and growth
therein, etc

4. Company goals and strategic 1 2 3 4 5
direction

5. Forecasts of company 1 2 3 4 5
performance

6. Recent events affecting the 1 2 3 4 5
company, such as management
chanqes, product
introductions, acqulsitlons;

etc



'~ 1/

"

(j

'7. Information on the }najor
~)usinesl~units within the
cpmpany if

8. Annual company cashflow,

"that is, sources and users

of funds, information

9. Risks to which the company
is·exp,osed

10. Information on thfJ companyl~;~"
products

11. Opinions and analysis on the

company by other analysts or
ot~lerprofessionals

P;;tge 7e

JVery Important

~.~/

1 ~i ,3 4 ,.
0

1

1

1

2 4 53

2 5

2 4

2 3 4 5
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The perceptions .OT Users of th~3.A'j"Jnualreport as it is cUrrentlY prepared.

VIII Annual RelrJOrtsare the most useful published source of company information
i'" .,

for invesiqflent analysis ......

TRUE FALSE

f
II

IX Compa.rlJiesshould p:ublish different versions of the Annual Report for diff6;ant
II

audienqies, eg: indhJllduaJshareholders, employees and p;",9fes:sionalanalysts.
!i

AGREiE DISAGREE

X. Annual Reports provide information I cannot get from ather pL1blish(ad sources.

T£qUE FALSE

XI I have to read the notes to the Annual Report to gat an accurate picture of a
company's performance.

TRUE FALSE

XII Many companies' primary pu~pose in supplying Annual Reports is to satisfy

legal requirements. rather than supply shareholders and the investing public
/

with useful i:1formation about the company?
TRUE FALSE
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To ascertain whether the quality of the Annua.lReport affects the investment decision

XIII When making investor decisions about buying, selling or holding shares and

using an Annual Report what characteristics are important to an investor?

Not Important Very Important

1. The report appears 1 2 3 4 5
in glossy paper

2. The company be in the 2 3 4 5
top twenty of the

accounting awards

3. The audit report be 1 2 3 4 5
unqualified

4. The report is signed i 2 3 4 5
by a "Big 8" audit

company

5. The quantitative 1 2 3 4 5
information is

graphically displayed

6. There are a significant 1 2 3 4 5
number of photographs

displaying the

operations and products

of the company
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XIV. The appearance of the company's Annual Report, e.g colours, graphics and

the quality of paper, contributes to my impression of a company.

TRUE FALSE

~I The use of graphs and charts adds to my understanding of company

performance

TRUE FALSE

XVI Does the quality of the Annual Report impact on investment decisions?

TRUE FALSE

XVII Most Annual Reports are candid in their discussion of company

performance.

TRUE FALSE

XVIII Interim Reports do net contain the tailed information I require.

TRUE FALSE



Information contained in an Annual Regort
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XIX Below is a list of the general components of an Annual Report. Please
identify from the list the 10 issues you consider important and then rank
those items in order of importance, with 1 being the most important and
number 10 being the least important tothe investment decision (either buy,
hold or sell).

Stock Exchange Performance
Chairman's Report
Director's Report

Summary of results for the last
5 to 10 years
. Income Statement
Cash Flow Statement
Balance Sheet
Financial Highlights
Footnotes to Financial Statements
Auditors' Report
Segmental Reporting ~

Quantita.tive, ie: Turnoverl
Earnings/Assets
Segmental Reporting -
Qualitative, ie: Divisional
reView
Accounting policies

Ust of officers and directors

Interim Reports
Va..J9 Added Statement

Inflation adjusted

supplementary accounts

, , •••••• ". iI •• III.", It iI ••••••••••••••• ~,."i'"

........... , , ;..,.......•........... i.···.I11.·.··.

.QiI ' lIf•••••••••••• 4••• ".III •• Ir.,.",, 1' ••

"""""""""""'" .1I.·.···· •••••• ••• I_'.t ••••• I ••••••••

• , ••• , ~II'" f ••• '1iI ...... I •••• , ••• It •• III, i.".".I II1••••••••••• ~..., •• It

••• '11., .•••••••• , ". •••••••••• , •••••••• , ••••••••••••

•••••••• I. Ii. '1"....... .. .... i I.IIII.J." I' , ..... ~•••• ~I'''' II'" it .......

........................ ~.. • •• J, •••••••••• i I. "I" I' _"i!" Ii ..... 1'1'

••• " •••••••.•• t ••••• ~." •••• ,." ••• ,,,., , ••••• _••••••• , ••

•••• ~ •• t ~•• , •• Ii'''' i •• I Ii.;, •• Ii '10,I •••• 1i "' •.•• I" I •• ~ i"'" Illi I I I •• '1I1J1

I"" I •••• I ••• , ... ' ...... Iii •• , ,lit' .~ •••• t. Ii'" .1 •• I •. ' It' ••• , 1i.1i"

~, t • I' 1'"''''Ii i. Ii •• if' •• ' "." " I.

•••••••••••• ".4••••• '"" •••• ,' ••••• Ii •• Ii ••••••••••••• ' ••• i' ••••

............... " ••••• i •• ' ••• _••••••••••••••• ",. _••• , ••• l'Ire •• i ..

""" "' , , ." .
*" •••••••••• iii. t " i"Ii'I'~' , •••••• .,ii'.1 Ii' , ••••••••• t."'1!

..... ·_.. ''' .. 1il!fI'.' •••• h. ""•••" , , ••" •••" .
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XX Below 1-.;~ list of specific items of information currently in an Annual Report
or items that could possibly be included ~n an Annual Rep.ort. For each
item of the report, please indicate the importance an investor attaches to
such when making an investment decision.

Income Statement

1. Salaries of company
directors:-
.. by director

- aggregate

2. The ealarles of senior
management: ..

by manager
aggregate

3. Statement of the rate of
return required by the
company on its projects

4. Extent of dependence on
a few customers

5. Money value of the
company's order book

6. Information relating to

research and development
(Eg. progress with new
product developments,
planned expenditure)

!!Jot Important Very Impor(~ nt

1
1

4
4

5
5

2

2
3
3

'I 2 3 4 5
1 2 3 4 5

1 2 4 5

1 2 3 4 5

1 2 3 4 5

1 2 3 4 5



Not ImQortant _Vert.. ImQortant

Income Statement Cant

'I. Classification 'Of 2 3 4 5
expenses for past year

into fixed and variable
components

8. Cost of goods sold 1 2 3 4 5

9. Details relating to imports 1 2 3 4 5

and exports

10. Disclosure of turnover in 1 2 3 4 5

rands

11. Dividend policy 1 2 3 4 5

Chairman's/Dlrectors' Report

1. Functional responsibilities 1 2 S 4 5
of company directors and
their major outside
affiliations

2. Names and functional 1 2 4 5

responsibilities of senior
management

3. Brief ntarrative history 1 2 3 4 5
of the company

o "
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Not IcpRortant VerY..Iml20rtant

Ohairman'slDirectors' Regort Cont
4. Discussion of the 1 2 3 4 5

company's results for the

past year

5. Discussion of the impact 1 2 3 4 5

of inflation on the
financial results

6. Number of type~ of i 2 3 5

employees

7, Indication of employee 1 2 3 4 5

morale tie: labour turn-
elver, strikes, absenteeism)

B. Information on corporate 1 2 3 4 5

social responsibility
(ie: attitude of company,
expenditures)

9. Definition of ratios 1 2 3 4 5

and terms

Balance Sheet

1, Discussion of the progress 1 2 3 4 5
of any recent acquisitions

2. Information about the 1 2 3 4 5

leasing of assets



(i,.
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3. Information relating to 1 3 4 5

c~ital expenditures
(eg. expenditure in past
year, planned expenditure)

4. Geographical location of 1 2 3 4 5

the company's assets

5. Current resale value of 1 2 3 4 5

the company's assets

6. Breakdown of borrowings,. 2 3 4 5

(eg. lending institution
~

date of maturity, security).

7. Information on contingent 1 2 3 4 5
liabilities

8. Information relating to 1 2 3 4 5

post balance sheet events
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XXI The following statements describe ways that the Annual Reports might be

improved. Please use the same 5 point scale to indicate your feelings
about each item. Each statement starts with "Annual reports would be more
useful to me if ....... 11

1.

2.

3.

4.

5.

6.

7.

they provided standard
financial statements
. for each business segment
(ie. Divisional Review)

the management discussion 1
was frank about reporting
poor company performance

they provided analysis of
the financial statements
in the form of a company
performance statistics and
ratios

management objectives and 1
goals were defined

they provided financial
projections

they provided industry
trend information

they presented more

information in the form
of graphs

Not Important

123

Very Important
4 5

2 3 54

1 2 53 4

2 3 4 5

1 2 3 4 5

1 2 4 5

1 :2 3 4 5
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~ot ImQortant Vert. Imgortant
8; they were provided on 1 2 3 ~ 5

video cassettes

9. they used understandable 1 2 3 4 5
language without technical
jargon

10. they provided a detailed 1 2 3 4 5

index

11. all Annual Reports were 1 2 3 4 5

published in a standard
format

12. they provided a brief 1 2 3 4 5

abstract summa.rising key
facts and statistics to be
found in the Annual Report
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.XXII Do you agree with the Efficient Market Hypothesis contention that the

current share price reflects all publically available information?
YES NO

XXIII Do you believe that the JSE is an efficient mar-ket?
YES NO

XXIV Are you generally satisfied with Annual Reports?
YES NO

XXV In your oplnlon, has the content of information in Annual Reports improved
over the past 5 years?

YES NO

XXVI In your opinion, has the presentation of information in Annual Reports
improved over the past 5 years?

YES NO

Information about the respondent

XXVII What is the approximate Rand value of assets under management in your
organisation? ' 1 1 1 11i ••• i\I Il •••• iI' •••••••••• i •• i •• 'lI.' ••••••

XXXVIII Approximately how many companies do you follow?

._ •••••••••••••••••••••• ,iI.,' •••••••••••••• i.' .

XXXVIX Turnover of the company for the last Fin~ncial Year?

•••• IiI ••••••••••••••••• '''' ••••••••• e ••• Ii: •••• q •••••••• '
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APPENDIX III .. USERS QUESTIONNAIR~

Identify the sources of informllitlon available to users

An assessment of a company in order to make a decision about buying,
.,

holding' or selling shares is made periodically. What events occur that result
in the need to make the assessment and subsequent decision?

Buying shares for the first time
••••••••• 1;1 •• _ •• ' ••••• \, •• " •• , ••••••••••••••• , ••••••.•••••• 1I1l4 •••••••.•••••••• ,.., ••••••••• " •••••••••••••• -••••••••••••• , ••••••••••

iI' ••• 00•• ,••••• 11•••••••• II If 1 iI. II i ••••••• II •• II •• ~ •••••••• :. •••••• II II II ••• ,: II ,OJ 11;1" __ , • .., eo ••••••••• .;0 ;..1 I' ,. II"

l?uyin~l-Lolding or Selling shares in an existing _portfolio
••••••.•••• , ••••••••••••• , •••••••• '•••,•••••••••• ¢."",. •••••• " ,."'••••••• Ii" •••••• iI ••• ''' .•••••••••• t ••••••••• .,••••••••••••

II When making decisions about buying, holding or selling shares what are.your
important objectives? Please rank the items below in order of importance with
1 being the most important and 5 being the least important.
a) Dividend income ~ .
b) Profits from an increase in " .

market price within 6 months
(Short-term capitu.l gains)

c) Profits from an increase in
market price after 6 months
(Long-term capital gains)
A combination of diVidend
income and long-term capital
gains

A combination of dividend
income and short-term capital
gains

•••••••••••••••••• !t ••••••• Ii II ••••••••• _•••••••• , ••••• , •••••

d) •••••••••• IJ." •••• ,.••••.•••••••••• ~•••• , ••• ,." •••••••••••• ", " ••• 11

e) ." II "~ ",,.* ot'lt ' , ~, ••• " iii ..
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Please list the sources from. which information is gathered in order to make a~
decision ~ rt~YI sell or hold a share. '\ ji !~\\ '1~iJ

1. §)ources of information from within the Company:

1! .... II' .'.l •• ' ••••••••• I ...... i, ,. 'II" if •• ..,;. •• I ...... if ••••• , •• ~ •.•• 'f'; Ii ........ '.' 61i•• I ••• I •• '" ,q •••• Ii •• " .. ('•••• II '" •• ,. ".~ ......

II i •.It " .. 11 i. 0" Ii,. .. " ;, 1 "" ". i' " ..~. iI' It " lie'"'' _ ~ I Ii .. II Ii 1Ij " Ii ., if

" •• , ••.•••••••.••••• ".~ 'I' .'•.•." ••••• ,., iI II. ira ., •• ',. i OJ Iii •••.•••••• lIe,.if I •••••• " •••••• _ \1.,.;, .

•••••••••••••,•••••••••••• ".il' •••~••' I ••••••••••• I •• ji~ •••••••• I u .•, ••••••••••••••

" •..•.••...•.....•..••.• 11. , ""Ii "." ••••••••• ,,~.ilI•••••••••••

••••••• 0;' ••••••••••• '11 , •••••••••• '.'iI"".a ••••• , •••••••• ("••• _••••••••• , ••••••••••••••••••

2. Sources of information from outside the Company

,,, •• e " ••• iii''; •.• 111 111iii. iii" Ii •••••• " •••••••••• , •••• '" iii i ~. 8, jj.,' 10 •• " iii" •• ". It~· ill" "" •••• ii ••• " II. 11.11 •

•,•••••••••••••••••••••••, If.'. ,,,•••••••""~••••,•••r-.;.IoI. 'If.' •••,.Ii •••••••• ""•••••••••• ,.i ii ti •••

'-'. ~, " ca; •••• " •• " ••••• ~ ••••••••••••• ~ if •• II. III" iI ,," ." I i. iII.I i 11•••••••

, ~
•••••• ~ •• .- ;.: ',. jj ••••••••••• " ••••••••• if' ' •• WiJ '. ". lIi •••• .,., •••• ~.'II if iii ••• to •••• " ~ •••••••••• (~tr". tiI •••••

•'It." ..11; •••• tiI iI •• ,/~ iI •••••• if ••• il •••• ,••••••••• _1' " "' it .

• t ••••• I' ••••••••••• "'. , " •••••••• i"1i ',.,It, ••~••••, f.' •••••.••.' ,•••I "'••
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IV When making decisions about buying, selling or holding shares what are your

Important sources of information? (Please circle one number for each).

Not 1n112ortant Veri. Imgortant
1. Your own discussions with 1 2 3 4 5

company management

2. Analysts' presentations 1 2 3 4 5

3. Company Financial Statements 1 2 3 4 5

4. Statistical Fact Books 1 2 3 4 5
(ie: JSE handbook etc)

5. Interim results publications 1 2 3 4 5

6. Company press releases 1 2 3 4 5

7. General business publication 1 2 3 4 5

(Finance Week, Financial
Mail etc)

8. Business Day Newspaper 1 2 3 4 5

9. other newspapers (ie Citizen 3 4 5
Star, Beeld Business
Section)

10. Analysts in my company 1 2 3 4 5

11. Other analysts Oe: Brokers 1 2 3 4 5
reports etc)
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12. Investment ihiorm(,:1tion 1 2 3 4 5

services (is: Ivor Jones,
MacGregors)

13. Personal contacts 1 2 3 4 5

(8usiness Associates)

14. Radio and T.V. 1 2 3 4 5

" 15. Trade Publications 1 3 4,) 2 5,

16. Rumours and Tips 1 2 3 4 5

17. Friends 1 2 3 4 5

18. Suppliers 1 2 3 4 5

19. Govemment Reports 1 2 3 4 5

20. Other; please specify

iI•• ".l1.•••• ·,-.·•••• ·••••.•••.•••• 1 2 3 4 5

................ ill; ..... H'If ••• 1 2 3 4 5

1Ii., ••••••••• 'i: •• Ii.iI' .•••••••• "I 2 3 4 5

I,
F
i(
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V Below is a list of the different types of information that could appear in an

Annual Report. For each type of information please indicate how important

that type of information is to you when making decisions about buying, selling

or holding shares.

Not Important Very Important

1 Recent gevelopments and 1 2 3 4 5

outlooks for the industry

in which the company

operates

2. The outlook for the 1 2 3 4 5

economy

3. . The company's position in 1 2 3 4 5
the industries in which it

competes, such as product

market share, and growth

therein, etc

4. \,)/)mpany goals and strategic 2 3 4 5
direction

6. Forecasts of company .~ 2 3 4 5
performance

6. Becent events affecting the 1 2 3 4 5

company, such as management

changes, product

introductions, acquisitions,

etc



7. Information on the major
businesS! units within the

8: Annual company oashtiow,
E.trlatis, souroes and users

of fundsl, information

9. Risks tel which the company
is expol~ed

'I

1O. Inform~tionon the company's
products

11. Opinion:s and analysis on the
company by other analysts or
other professionals

I;
I
'I
I,)

Not Important

1

i

1

1

1
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Very Important

2 3

3

2

2 3

2 3

4 5

4 5

4 5

4 5

4 5
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Jb~...t!§l!Qeptions of Users. of the Annual. report as it Is currently prepared.

VI. Approximately how many Annual Reports do you personally receive each year,
either directly from companies or from someone in your organisation?
•• ill1•••••• ,;" •.U •• i " " •••• \l4•• , •• ·~.".IU ••••••• lliI.iI •• ji It.lill ••• " •••••••• ",., ••• ,.

VII. Of these, what percentage do you personally save for future use, either.in YClur
own office or somewhere else in the organisation (in the library)? ",..

VIII Which of the following statements most nearly describes the way you read an
Annual Report when you first receive It?
1. file without reading it ,. 9' II .,Ii'"''''' ..,,.~11.; ••• " .. " •• ,

2. skim the whole report to get
a general impression of the
company

•••••••••••••••••••• u ••

3. glance through it, stopping to
read items tha.t attract your
attention

• • ., 1l •••• 1i ••••• ., ..

4. scan the entire report, seeking
Out specific items or InformatIon

,"'· ....... • .. , ••• ··" ••• 111."'.

5. read the entire report • IrIr ~ •. ltilHu ••• i ...

IX. Annual Reports are the most useful published source of company Information
for investment analysis.

TRUE FALSE
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X. Companies should published different versions of the Annual Report for
different audiences, eg: individual shareholders, employees and professional
analysts.

AGREE DISAGREE

Xi. Annual Reports provide information icannot get from other published sources,
TRUE. FALSE

))

)(11. I can tell from the Annual .Report when company management is trying to
gloss over problems and poor company pertormance,

TRUE FALSE

XIII I haveto read the notes to the Annual Report to get an accurate picture of a
company's performance,

TRUE FAL.SE

XIV Many companies' primary purpose in supplying Annual Reports is to satisfy
legal requirements rather than supply shareholders and the investing publle
with useful Information about the company?

TRUE FALSe
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To ascertain whether the quality of the Annual Report affects the investment decision

'.tN. When making decislons about buying, sellir1g or holding shares and using an
Annual Report how important are the following characteristics?

Not Imgortant Very Important

t. The report appears
in glossy paper

51 2 3 4

2. The company be in the
top twenty of the
accounting awards

51 2 3 4

3. The audit report be
unqualified

4 5'I 2 3

4. The report is signed
by a "Big ai' audit
company

3 51 2

5. The quantitative
information is

graphically displayed

52 31 4

6. rhere are a :signifioant
number of phott;;-..grap:h$
displaying the
operations and products
of the company

51 2 3 4
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XVI An expensive Annual Report is a waste of the shareholders' money.

TRUE FALSE

o

XVII The appearance of the company's Annual Report, e.g colours, graphics and
the quality of paper, contributes to my impression of a company.

TRUE FALSE

XVIII The use of graphs and charts adds to my understanding of company
performance

TRUE FALSE

XIX Does the quality of the Annual Report impact on investment deolslons?
TRUE FALSE

xx Most Annual Reports are candid in their discussion of company
performance,

TRUE FALSE

XXI Interim Reports do not contain the detailed information I require.
TRUE FALSE
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Information contained in an Annual Report

XXII Below is a. list of the general components. of an Annual Report. Please
identify from the list the 10 issues you consider important and then rank

those items in order of importance, with 1 being the most important and
number 10 being the least important to the investment deC!$ion (either buy.
hold or sell).

Stock Exchange Performance
Chairman's Report
Director's Report
Summary of results for the last
5 to 10 years
Income Statement
Cash Flow Statement
Balance Sheet

Financial Highlights
Footnotes to Financial Statements
Auditors' Report
Segmental Reporting -
Quantitative, le: Turnover/
Earnings/Assets
Segmental Reporting -
Qualitative, le; Divisional
review
Accol,lnting policies
List of officers and directors
Interim Reports

Value Added Statement
Infiatior. 'adjusted
supplementary accounts

•• , •• " •••• " ..... ~• i ... " ••• ,.....

." , .
.iI .. " •••••••• ,1" • ~ •• ,1 iI

••• ·••• ·•••••. 1:•••.••••••••• ·", ••

.............................
••••••••. iii .

•••••••••• 1, •••••••••••••• ,•••

••••••••• 11 ••••••••••••••••••

....................... , .
, " •• '0 .•••••••

••••••••••••••• i ••••••••.••••

•• 'i •••••••••••••••••••• , •• ,

............................
••••••••••••••••• i .

0" .••••••••••••••• ,., •••••••

..... , , " .
••• 11 •••••••• 1;1':' ••• ' ••••••••••
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XXIII Below is a. list of specific items of information currently in an Annual Report

or items that could possibly be included in an Annual Report. For each

item of the report, please indicate the importance you attached to such

when making an investment decision.

Income Statement

1. Salaries of company

olrectors.-
...by director

- aggregate

Not Important Very Important

1
1

2

2

3
3

4

4

5

5

2. The salaries of senior

management:-

by manager

aggregate

1 2 3 4 5
1 2 3 4 5

1 2 3 4 53. Statement of the rate of

return required by the

company on its projects

4.

5.

6.

Extent of dependence on 1 2 3 4 5
a f,-;w customers

Money value of the 1 2 3 4 5
company's order book

Information relating to 1 2 3 4 5
research and development

(Eg. progress with new

product developments,

planned expenditure)
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Not Imgortant Veri. Imgortant

Income Statement Cont

7. Classification of 1 2 3 4 5

expenses for past year
into fixed and variable
components

8. Cost of goods sold 1 2 3 4 5

9. Details relating to imports 1 2 3 4 5
and ~xports

10. Disclosure of turnover in 1 2 3 4 5

rands

11. Dividend policy 1 2 3 4 5

Chairman'sIDirectors· •.RegQ!1

1. Functional responsibilities 1 2 3 4 5
otcornpany directors and
their majo. outside
affiliations

2. Names and functional 1 2 3 4 5
responsibilities of senior

managemer I~

3. Brief narrative history 1 2 3 4 5
of the company
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Not Imgortant Ve.nt.ImQortant

Chairman'slDirectors' Regort Cont
4. Discussion of the 1 2 3 4 5

company's results for the

past year

5. Discussion of the impact 1 2 3 4 5

of inflation on the
financial results

6. Number of types of 1 2 3 4 5

employees

7. Indication of employee 1 2 3 4 5

morale (ie: labour turn-
over, strikes, absenteeism)

8. Information on corporate 1 2 3 4 5
social responsibility
(ie: attitude (.)f company,

expenditures)

9. Definition of ratios 1 2 3 4 5

ar.':Jterms

BalaDce Sheet

1. Discussion of the progress 1 2 3 4 5

of any recent acquisitions

2. Information about the 1 2 3 4 5
leasing of assets
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3. Information relating to 1 2 3 4 5

capital expenditures
(eg. expenditure in ps.&1:
year, planned expenditure)

4. Geographical location of 1 2 3 4 5

the company's assets

5. Current resale value of 1 ;2 3 4 5

the company's assets

6. Breakdown of borrowings 1 2 3 4 5
(eg. lending institution
date of maturity, security)

7. Information on contingent 1 2 3 4 5

liabilities
(>

8. lnforma;tion relating to 1 2 3 4 5
post balance sheet events
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XXIV The following statements describe wa.ysthat the Annual Reports might be

improved. Please use the same 5 point scale to indicate your feelings
about each item. Each statement starts with 'Wlnual reports would be more
useful to me if .......If

1.

2.

a.

4.

5.

6.

7.

they provided standard
financial statements
for each business segment
(ie. Divisional Review)

Not Important
1 2

Very Important

345

the management discussion
was frank about reporting
poor company. performance

31 2 4 5

they provided analysis of
the financial statements
in the form of a company
pertonnance statistics and
ratios

1 2 3 4 5

management objectives and
goals were defined

1 2 3 4 5

they provided financial
projections

31 2 4 5

they provided industry
trend information

1 2 4 5

they presented more
information in the form
of graphs

1 2 3 4 5



s.

9.

10.

11.
I)' ,

12.

o "

they were provided on
video cassettes

they used understandable
language without technical
jargon

they provtoed a detailed
index

all Annual Reports were
published in a st~ndard
format

they provided a brief
abstract summarising key
facts and statistics to be
found in the Annual Report

Not Important
1 2

1

1

1

1

II. ,-;n

Very 'mp9rf~
3 "4 t:5

2 3

2 3

2 3

2 3 4
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4 5

4 5

4 5 .

5



\~
~\

Page "lOB
xxv Do you agree with the Efficient Market Hypothesis contention that the

current share price rerlects all publicaJly available .information?
YES NO

XXVI Do you believe that the JSE is an efficient market?
\t.~\YES NO

XXVII Are ybu generally satisfied with Annual Reports?
YES NO

XXVIII In your opinion, has the content d"
over the past 5 years?

YES

i . l\Ooual Reports improved

XXIX In your opinion, has the presentation of Information in Ann(.:ml Reports
improved over the past 5 years?

YES NO

Information about the respondent

xxx What is the approximate Rand value of assets under management in your
't' ?organlscr Ion. .._ "., ,.. ,.1) •••••• 111 •••••••••••••••••••••••••••••••••••• i;! ••••••••

XXXI Approximately how many ccmpanies do you fOllow'?

.................. "') .



Table 1 ~ Objectives 2t invest~
Portft>lio..Managet;sL!'U§ierf,i"l
1 .2. 1 .i Q% % % % %

DividendIncome o 11 11 33 45
Pr6~its from an increasein market price within6 months (sh$rt-term
capitalgain~b 0 11 0 33 55

/lProfits from an increasein market price after6 months (long-term
capital gains) 11 55 22 12 0

A combination of dividendincome and long~term
capital gains 89 0 o 11 0
A combination of dividendincome and short-termcapitalgains

12 12 0 38 38

o 12 25 38 25

o 63 :37 0 0

78 0 o 0 12

o o 12 38 21l 25
I----~-------------~----------------~---------~--~------~~--------11o 22 67

1 Being Very Important
5 Being Not Important
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II"'~"·~_·"'_""_1iW~~,io;IiIi""'~I,"","" """""''''' ._'''''''''''''''_''''''_'''' '' __ ''''''''''' ''' ..... .... ..._ ........_ ....

Portfolio
M_a,nQg~tS
.L~~67%

891;

78
'44
22
'44
33
33
22
11
o
o
o

Annual :reportBrokers reportIntervi~ws withma.nagemc§ntInternal analystsInterim resultsPress coverageCo p:t'esentationsResults announcement
In house magazineC;ompetitj"onInvestor guidesSuppliersCross Holdings

o

ll'inancial SRIixecyt;i.v~~,Il'lte:rn,t:j.QnU
.( 11Pl;'ep§,r~rt?")

75% S15%
100 54
62
25
o

75
o

38
o
o

12
12
3.2

54
1251
37

n/a
43nla
10n/a
3

n/a'
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Table 3 ....Importance Qt. SourceQ of Info:t:mai:ion(Perqenta~ of res:Q_ondents selecting_the .s.,core).

5 Be;i,ngVery Important:
1 Being Not ImpOrtant

Source
Annual report
Interviews/
discussions withmanagement
outside analyst
presentations
(ie Investmentanalyst society)
Statistical fact
books (e.g. JSE
Handbook)
Interim results
pUblications
Company press
releas~~s
General business
t)ublications
(FinanceWeek, Financial
Mtdl etc)
Business DayNe\I1Spaper
Other Newspapers
(e .q' citizen,Stal~ aeeJ.d etc)
Analysts in my
own institut.ion
Othel: analysts
(ie. brokers
repo:r:ts)

,) I

,1='ortfolioMana_gers(UPset's" )
5+4..a ~+1

% % %

Financial executives
("preparersll.l
5+4 .a 2+1
% % %

67 63 3733 o

67 22 88 1211

55 6345 o 37

11 124445 12

78 22 o 63 37

55 45 37o 63

45 55 25o 38

55 23 22 50 38

22 33 5045 25

3.00 aao 12

67 11 22 75 25

o

o

o

76

o

37

12

12

o

o



page 112
Portfolio Managers(UUsers!!)

5+4 ~ 2+1
% % %

Financial executives
(ilPrepa.f~~
.5+4. ~ 2+1
% % %SourCe

Investment
Xnformation
Services
(e,g Macg:regors)
personal contacts/
Businessassociates
Radio and T.V
Trade publications
Rumours and Tip
Annual report
J.-!"riends
SUppliers
G~vernment Rep~rts

67 23 63 25o 12

78 22 0 75 13 12

0 22 78 12 25 63

45 11 44 50 24 2.5

0 45 55 12 25 63
67 33 0 63 37 0

11 ~~4 55 25 50 25

11 2~~ 67 25 50 25
11 67 22 38 38 24------------------------~---~--------~---------------------------
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Table 4 - Most Important sources ox. Information
(U.S Users - source: SRI internatipnal (1987)

1.
2.
3.

4.

5.

S.A Users
Internal analysts
Personal contacts
Interim Resua.ts

Annual report

Discussions withcompany management

S.A l?reparers
Discussions with
company management
Internal analysts
Personal contacts

Interim reports

Annual report

U.S trsers

Annual report
SEC Form 10K
QuarterlyResults
announcement
other analys~s
orprofessionalsDiscussions
with company
management

...---- ...---- ...........,...- .......--,--- ......--~M.; ......... ~.......----------~._ __..._._ ....----- .. ------ .......--- ....
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Table 5 ... The perceptions of Users and Preparer~

portfolio Mgrs

(IIUsersll)
statement True False.

Annual reports are the most
useful published source of
company information for
investment analysis. 89 11

compenfes should publish
different versions of theannual report for different
audiences. 11 89

Annual reports 1.;:-ovide
information investors cannotget from other pUblished
sources, 78 22

An investor can tell from the
annual report when companymanagement is trying to gloss
over problems and poorcompany performance. 45 55

An investor has to read the
notes to an annual report toget an accurate picture of a
company's performance. 67 33
Many comp~nies primary
purpose in supplying ennue.lreports is to satisfy ilegalrequirements rather thiin
supply shareholders withuseful informat.ion about;
the company. ~5 55

Are you generally sati:13fied
with annual reports. 78 22
The content of an annual
report has i.mproved over the
past iive years. 100 0
The presentation of
information has improved over
the past 5 years. 100 0

Financial
E~0CS
( eiPreparers I, )

False

88 12

38 62

88 12

n/a n/a

50 50

25 75

75 25

88 12

88 12
-----------------------------------------~-----------------------
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;....\

~able 6 Importance of Information contained in the Annual
Report (Percentage of respondent::;selecting the score.l

,!:orttQlio.Managers
i"Users'~.

5+4 3 2+1
%. % %

Financialexecutives.(npreparers" )
5+4, ,l 2+1
% % %

Recent developments
and outlooks for theiridust;ry
The outlook fo;rthe
economy
·The company's POSl lonin the 'industries inwhich it comp~tqs
Company goals c",.0.1.
strategic direction
(non~quantitative)
Forecasts ~f company
performance

~=Lg:uantitative )'.-- .-- .....~~~

100 o o 75 12 13

22 45 23 25 50 25

89 11 o 62 38 0

67 11 22 75 25 0

100 o o 50 12 38

Recent events
affecting thecompany
In~' 'rmation.•.on th~
maj'br busaness units

,l)..hnualcashflow
:information
(past year)

Risks to which the
company is exposed
Information on the
company's products
opini.ons of other
professionals

100 o o 88 12 0

100 o o 88 o 12

100 0 0 88 0 12

78 22 0 88 0 12

11 67 22 75 13 12

0 11 89 25 0 75

--------------------~--------------~----------------------------
5 Being Very Important
1 13ei,ng Not Important
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T.._able1 - views on the quality of presentati..Q!1of the annual report

Portfolio Mall.agers("Users Ifl
5+4 ~ 2+1
% % %

The report appearson glossy paper 11
The company be in
the top 20 of theaccounting awards 22
The audit reportbe unqualj,fied 55
The audit report
is signed by a
"big 8" auditcompany 55

Tl~equantitative
information is
graphically
displayed 22

22 67

11 67

11 34

11 34

55 23
There is a
significant numberof photographsdisplaying theoperati.ons and
products 22 22 56
-..,. ..... - ... ... __ .... _".,..::__~.~_ .... __ ..... Poo. ... _,_. ..... ... ......... .... __ ........... _

37

5 Being very Important
if

1 Being Not !mpbrtant~

Financial executives
lnpreparers")

5+4 ~ 2+1
% % %

o 38

38 12

88 12

50 12

62 12

o 63

62

50

o

38

26
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//i

.~able 8 - views on Quality of P~esentation of the Annual Report

Portfolio Mgl;. :FinanCial

("Userslit
Exec
(IiPreparers"l

statement True
An expensive annual reportis a wP,steof s/holders
money 63
The appearance of an annualreport contributes to my
impression of the company 78
The use of graphs and chart€3
adds to an investors under...;
standing of the company 89
The presentational quality
of t'heannual report impacts
on investment decisions 67

Falsg False

27 nla n/a

18 88 12

·11 88 12

33 50 50;1
ilMost annual reports arecandid in their discussion

of company performance 55
Interim reports do not containthe detailed informationinvestors require to make
an investment decision 67

45 50 50

33 75 25,----- * -_-_-__~ M _
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Table 9 ""~omgonents of the Annual Regort considered Important

By Portfolio manag_ers ("Users" i.

Comj2onent
stock e:}tohange
performance
Chairman's report
Di+ectors' report-,

Sununary of rel3ultsfor the last 5 to
10 years
Income statement
Cash flow statement
Balance Sheet
Financial Highlights
Notes to financial
statements
Audi tors repor<l>;
segmental repm:ting-quantitative
Segmental reporting~qualitative
Accounting policies
List of officers and
directors
!nted,m stat...emerrbs
Value added statement
l~nflation adjusted
supplementary accounts

o

o
o

11
89
11
89
o

o
o

o

o

o

o
o
o

o

3+4
%

45
22

o

11
22

11
11

33

11

22
11

5+6
%

o o

o
o

o

11

11
o

33
o
11

o

o

22
22

o

22
33

22
11

o

o

o 89
11 22
o 66

11 23
o 0

23 0
o 11

11 89

11 45

11 56

1.1

11

22
o

33

o
o

11

II
//

22

o
11

11

11 34

o 22

11 45
33 23

22 34
11 45
11 6"'

--------------------------~-----------~-~------------------"---
22 67

11

11

o 11

:I. Being Most Important
10 Be~ng Least Important
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Table,10 - _Components of the Annual Report considared Important

By Financial Executives ("preparersll}
1.J:.2. 3+4 5+6 7+8 9+10 .11>

Component % % % % % %

stock exchange
perforluance 0 0 0 0 11 89
Cha.:lrman1sreport 25 25 50 0 0 0

.-) I"::::::: Directors' report 0 0 38 0 0 62
summary of resultsfor the last 5 to
10 years 25 38 12 25 0 0

Income statement 50 2S 12 0 0'" 0
Cash flow statement 50 25 0 12 0 12
Balance Sheet 38 25 12 12 12 0
Financia.l Highlights 12 0 12 38 0 38

Notes to fiJ.1~!1cialstatements 0 0 0 38 12 50
Audit0rs report 0 0 0 0 38 62
Segmental reporting-quantitative 0 25 25 25 12 13

\\ Segmental reporting-qualitative 0 12 0 25 0 63
Accounting po:tl.cies 0 12 0 13 25 5Q
List of officers anddirectors 0 0 12 0 25 63
Inte:rim statements 0 0 0 0 12 88

Value added statement 0 0 12 0 38 50

inflation adjustedsupplelJ\entary accounts 0 0 12 12 1.2 64

....,-""',. ... -- ......------ ........ --- .... -- ........... - .... --- ... ..., .... - .... - .... - ......... -- .... --.---- ... ~.-4IIojj .. __ ............ .,_ .... - ....... _ ...

1 Being the Most Important
10 Being the Least Important
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Table 11 Comparison with other studies on Individual Items.of
Jnformatiqn_Lmean sco~es)

5 Being Very Important
1 Being Not ~mportant

Users in
Current
~tudy

The salaries of company directors
by director 1.89

The Salaries of sentor management
by manager 1.78

st..ltementof the rate of
return required hy the companyon its projects

Individual· Item
Income Statem~nt

Extent of d~pendence on a few
cuscomers

Money value of the company'sorder book
Information relating to research
and development
Classification of expenses
for past year into fixed and
Variable components
cost of goods sold
Details relating to
imports/exports
Dividend policy

Chair:rpanfs/Directors' Report
Functional responsi.bilities ofcompany directors and their
major outside affiliations
~'ames and functional
:r:esponsibilities of seniormanagement
Brief narrative history of
the c01Ppany

Firth
(1978)
~

Meth
(1985)study

3.90 n/a

4.42

3.89 4·.01 4.04

4.22 4.08 3.98

4.11 4.20 3.71

3.44 4.51 3.55

3.S9 4.63 3.62
4.11 4.71 3.57

4.22 4.32 n/a
3.67 n/a 4.49

3.33 4.01 2.93

3.33 4.24 2.79

3.22 3.95 2.67



Discussion of the Qompany'sresults for the past year
Discussion of the impaet ofinflation on the financialresults
Number and types of employees
Indication of employee morale
Information on corporate socialrespopsibil!ty

_.£lalaj'lceSheet
Discussion of the prog'ress ofany recent acquisitions
Inforn\,lltionabout the leasingof, ass',ets )\

\(
Information relating t~'\,capital
expenditures
Geogr ~phical location of theCompb.11Y's assets

'Icurfent r~s41e tii3.1ue of thecompany's as§ets
Breakdown of borrowings

Users inCurrentstud~
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Firth
(1978)study

'-'

Meth
(1985study;

I
4069/

3.40 if
2.76T

I

3.10/

2.56/
I
i

3.1 7

I
3.'17

,\ n/ilt- ......- ........~....- ...-;,.,.--- ........-"'.-- - .....- ..._-t-----.~---....--"""'-...-- - ....----...._....._-"!r ....... .n t---,

4.33 4.27

3.56 3.92
3.44 3.69
3.78 3.55

2.67 3.40

4.33 4614

3.44 3.20

4.22 4.46

3.33;" 4.11

3.22 n/a
3.67 4.20

(
i

\

\
I
I
\

I
\ '

\

I
I

I

I
I
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Table 12
report views .)1>n.individual items of information in th~npua1.

5 Being Very tmportant
1 Being Not Important

Portfolio Managers
.("Users" )

11 22 67
11 33 54.sen~or
11 11 78
0 11 8.9

Income statement
The salaries of companydirectors

by .;:iirlactorcumulal1;ive
\\

The salaries<\of
management

by managercumulative
statement of the rate of
return required by thecompany on its projects
Extent of dependence on afew customers
Money vAlue of thecompany's order book
Information reJ,~g.tingtoresearch and development
Classificatith of expenses
for past year into fixed
and variable components
cost of goods sold
Details relating to
imports/exports
Turnover disclosed inRands
Dividend policy

.,Financial!,
executives

2+1
T

12
12

13
50

75
28

o
12

88
75

78 22 0 75 2.5 0

89 11 0 75 25 0

78 22 0 38 50 12

55 33 12 63 12 25

7fj 22 0 25 25 50
89 11 0 38 3~ 24'

78 22 0 63 37 0

100 0 0 100 0 0

55 23 22 100 0 0



Chairman 's/birectors, Report
Functional responsibilitiesof company directors and
their major outside
affiliations 55

Page 123
Portfolio Managers

("Users")
,5+4 J. 2+1
% % %

Financial executive
.L"Preparers")

5+4 1 2+1
% % %

11 38 25 3734

Names and functional
responsibilities of senior
management 45 33 22 88 0 12
Brief narrative historyof the company ,/ 33 55 12 25 50 25

iii: :'i);

Discussion of the company's
resultrsfor the past year 78 22 0 88 12 0

Discussion of the impact of
inflation on the financial
results 55
Number and types of
employees 45
Indication of employee
morale 78

Information on corporate
social responsibility 11
Definition of I.atiosand
terms 45

Balance sheet
Discussion of the progress
of any recent acquisitions
Information about the
leasing of assets
Information relating tocapital expenditures
Geographical location of
the company's assets
Current resale va'lue ofthe comp~~y's assets

45 0 50 38 12

45 10 ,is 38 37

11 11 50 2S 25

55 34 50 25, 25

11 44 88 12 0

89 11 0 100 0 0

33 67 0 50 38 12

89 11 0 88 12 0

45 33 22 38 25 37

45 33 22 38 50 12
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portfolio Managers

("Users")
5+4 ~ 2+1

% % %

Financial executive
("Pr(.~parers")

5+4 1. 2+1
% % %

Breakdown of borrowings 67 33 0 63 27 0

Information on contingentliabilities 78 22 0 75 25 0

Information relating ,to
post balance sheet events 100 0 0 88 12 0

----------------------------------------------------------------------:~i

"\\

\;

,--._---
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Tabla 13 - Ways in Which Annual Reports may be Improved
5 Being Very Important
1 Being Not Important

Portfolio Managers('iUsers!)_
5+4 ~ 2+1
% % %

Financial ~\J)cecutive
!"Pre\parers")

5+4 J. 2+1.
% % %

They provided standard
financial staternent5 foreach business segment 67

The management discussion
was frank about reporting
poor company performance 78

They provided analysis of
the financial statements in
the form of company
performance statisticsand ratios 67

Management objectives and
goals were defined 78

They provided financialprojections 89

They provided industry
trend information 89

They presented more
information in the
form of graphs 22
They were provided onvideo cassettes
They used understandable
language without technicaljargon 67

They provided a detailed
index 33
All annuals were published
in a standard format 22
They provided a brief
abstract summarising key
facts and statistics to be
found in the annual report 89

11 12 1250 38

22 100 o oo

33 o 75 13 12

11 11 100 o o

11 12o 63 25

11 o 88 12 o

67 11 3838 24

o 11 7589 25

11 22 50 50 o

33 33 50 38 12

o 78 12 38 50

11 o 75 13 12
-----------------------~----.-------------------------------------
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Table 14 - Comparison with other Studies Ways in Which Annual
Reports may be Improved

5 Being Very Important
1 Being Not Important

South AfricanPortfolio Mc,magers
("Usersll)

5+4 ~ 1:t1.
% % ~

u.s '(SRI)Professional
Investor
5+4.1 2+1

% % %

They provide.d standardfinancial statements foreach business segment 67 11 12 82 11 '7

The management discussion
was frank about reportingpoor company performance 78 22 0 88 8 4

They provided anal",~siso.E
the financial statements inthe fot:mof company
perfox-mance statisticsand ratios 67 23 0 74 21 5
Management objectiV'es and
goals were defined 78 11 11 75 19 s

They provided financialprojections 89 11 55 25 21
They provided industrytrend information 89' 11 0 75 1S 7

They presented moreinformation in theform of graphs 22 67 11 37 39 24

They were provided onvideo cassettes 0 11 89 13 17 70
They used understandablelanguage without technicaljargon 67 11 22 33 30 37
.~ll annual reports werePUblished in a standardformat 22 0 78 41 23 36

They provided a briefabstract summarising keyfacts and statistics to befound in the annual report 89 11. 0 55 25 20

------------------------------------------------------------------



Table 15 -.The Applicabi1!ity of EMH

DO you agree with the EMH
contention that the current
share price reflects all
publically available
information?

Do you believe the JSE
is an efficient market?

Users
Yes 1'1"0

70% 30%

40% 60%

page 127

j?r§!parers
Yes t\ No

75%

50%

25%

50%
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