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What key regulatory information do investors want to see in banks’ 
reporting?  

Analysts and investors in the banking sector have identified a number of areas where they 
are frustrated with current reporting of regulatory capital and liquidity. This ‘Investor view’ 
looks at some areas that banks might address. 

Regulatory capital

Bank capital strength is a key area of focus for investors and analysts; they tell us that 
information on capital strength has a key role to play in restoring the level of market confidence 
that is needed to increase financial stability. They would like to see a reconciliation of regulatory 
capital to the amounts reported in the financial statements. 

They would also appreciate disclosures of how the regulatory capital will change under Basel III/
European Commission Capital Requirement directive (CRD IV) rules. 

Reporting of risk-weighted assets 

Risk-weighted assets (RWAs) are one of the key metrics that investors and analysts use when 
looking at capital and tier 1 ratios. 

Investors have limited confidence in RWA numbers, as they do not understand how the metric 
is derived and how it can change. One investor noted, “Management are woeful in how they 
describe the balance and its movement period on period”. 

Many investors think that comparing the RWA numbers between banks is meaningless because 
the models that banks use to calculate them are not consistent. 

Disclosure of the basis of the RWA calculation would improve the usability of the number 
significantly. Given the complexity of the calculation, this may be difficult; an analysis of 
movements with explanations might be an alternative approach. 

Investors believe that there is an opportunity for individual banks to gain advantage by 
improving the detail of disclosures, increasing transparency around movements in RWAs and 
providing some assurance over the RWA number.



Liquidity reporting 

Investors and analysts want management to explain their funding sources – including 
where concentrations exist – and to disclose funding by major currency. 

Again, consistency in reporting across the banks is key, as comparability is crucial for their 
analysis. 

Investors would also like a detailed explanation of the banks’ key metrics, including loan-
to-deposit ratios, new Basel and European Union requirements and the net stable funding 
ratio. Disclosing the basis of these calculations is important for comparability. 

Investors also encourage management to discuss expectations around deposit outflows and 
re-investment, with particular focus on the wholesale business. 

Differences in scope of consolidation 

Investors need to understand the differences in qualifying equity between the consolidated 
group, as disclosed in the annual report, and the regulatory scope of consolidation. 

The investment community would like to see group-level summarised information in the 
annual report, including: 

• the amount recognised in regulatory capital; 
• par values; and 
• issuance and maturity profile. 

Banks provide a list of the principal subsidiaries or entities consolidated for accounting 
purposes, but investors feel this alone is not enough. 

They would like to be able to understand: 

• Which entities are consolidated for accounting purposes but are not subject to capital 
requirements? 

• Which entities are consolidated for regulatory purposes that are not in the consolidated 
financial statements? 

• How these differences impact the overall reconciliation of accounting to regulatory 
capital? 

Features of capital instruments 

• Information on the key features of regulatory capital instruments would also be very 
useful for investors. This might include: 

 – coupons and dividends; 
 – write-down features; 
 – position in subordination hierarcy; and 
 – any conversion options. 

While this information is available today on an instrument-by- instrument basis, it can be 
awkward and time-consuming to find and compile accurately, as investors have to refer 
back to individual issuance documents for each instrument. It could be reported in one 
place on a bank’s website to avoid lenghthening the annual report.

To read more, log on to the following address:

http://www.pwc.in/en_IN/in/services/ifrs/investor-view.jhtml
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