
Investor view
Insights from the investment 
community

Retail and consumer 

How could companies in the Retail & Consumer sector improve their 
disclosures? 

Analysts and investors in the Retail & Consumer sector have identified a number of 
improvements that could be made to disclosures in annual reports. In this ‘Investor view’, we 
look at how companies in the sector could answer these needs. 

Non-GAAP disclosures 

Investors tell us that they would like assurance on a number of non-GAAP disclosures. They say 
there is not enough disclosure on how non-GAAP numbers are calculated, so they can’t tell if they 
have been presented consistently both year-on-year and also between companies. 

One non-GAAP disclosure under investors’ scrutiny is ‘like-for-like’ comparisons. These might 
include, for example, sales, number of stores, size of stores and new stores within the locality 
of existing stores. Investors want clearer explanations of how like-for-like comparisons are 
calculated and a clear explanation of how the measurement of these numbers changes year on 
year, where applicable. 

Cost of goods sold 

Investors say there is insufficient detail around the composition of cost of goods sold (COGS). It 
will often be a large number and include a multitude of items – cost of stock, overheads, labour, 
etc. Investors would like a break-down of those costs to be able to compare the constituent 
costs year-on-year and also perform comparisons across peer groups. These numbers could be 
considered sensitive, so this may require consensus across the sector, but management could 
consider the potential benefits of the transparency this would provide the investment community. 



Debt covenants 

Investors need to see the details of debt covenants prescribed in borrowing facilities and 
the extent to which companies are complying with them. The absence of this information 
often leads investors to assume the worst – that is, that companies are close to breaching. 
Management has nothing to lose by putting this information in the annual report and 
would mitigate the risk of being penalised for not including this information. 

Impairment 

Information on how impairment reviews are being carried out is another area where 
investors tell us detail is lacking – is management looking at impairment on a portfolio basis 
or store by store? How do companies treat central costs in their impairment reviews? Are 
these costs allocated across all stores? 

In addition, investors ask for the impairment review basis to be consistent year on year and 
a clear explanation given in the accounts of how these reviews are being performed. If the 
impairment review basis changes from year to year, investors want to know why and the 
impact this has had. 

Revenue recognition 

Multi-channel sales is a key business challenge for a number of companies. Investors 
want better information on how management accounts for multichannel sales. Is revenue 
from online sales allocated across all stores or presented as a separate reportable entity or 
segment? 

In addition to identifying the above areas for improvement, R&C analysts and investors 
have expressed a general need for improvements in the disclosures around net debt 
reconciliation, cash flow, linkages within the primary statements, mergers and acquisitions, 
tax reporting and pensions. The details around investors’ interest in this information have 
been covered in summary in Investor view 1. 
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