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Abstract 
	
	
Following	an	attempt	to	harmonize	the	U.S.	GAAP	and	IFRS	a	new	IFRS	standard	

became	mandatory	 in	 the	 EU	 known	 as	 IFRS	 13	 “Fair	 value	measurement”	 in	

2013.	 The	new	 accounting	 standard	 aims	 to	 decrease	 inconsistencies	with	 fair	

value	measurement	 by	 introducing	 new	disclosure	 requirements	 for	 fair	 value	

assets	with	no	active	market	(level	3).	This	study	investigates	how	well	Swedish	

listed	 firms	have	complied	with	the	new	disclosure	requirements,	and	whether	

their	compliance	level	has	affected	the	information	asymmetry	between	market	

participants.	 The	 sample	 consists	 of	 Swedish	 listed	 firms	 from	 Nasdaq	 OMX	

within	the	banking,	 forestry	and	real	estate	industry	where	fair	value	assets	on	

level	3	are	prevalent.	The	result	revealed	that	Swedish	firms	had	increased	their	

compliance	level	with	the	disclosure	requirements;	furthermore,	the	regression	

analysis	indicated	a	negative	relation	between	an	increase	in	disclosure	level	and	

information	asymmetry	after	controlling	for	some	variables.	However,	since	the	

result	 was	 not	 significant	 suggestions	 for	 future	 research	 is	 to	 increase	 the	

sample	size	outside	of	the	Swedish	context.		
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1. Introduction 
The International Accounting Standards Board (IASB) has increasingly been revising 

IFRS (International Financial Reporting Standards) since they became mandatory to 

adopt for publicly listed firms in the European Union since 2005. One of these 

standards is IFRS 13 ‘Fair value measurement’, which became mandatory to adopt 

within EU in 2013. Fair value is a market-based measurement in which firms make 

assumptions, based on the market, when pricing their assets and liabilities (IASB, 

2011). Due to the arbitrary nature of the fair value concept, the new accounting 

standard IFRS 13 aims to decrease inconsistencies with fair value measurement by 

introducing new requirements for disclosures, especially for assets and liabilities with 

no active market (ibid). Assets that operate at no active markets are categorized under 

level 3 in the fair value hierarchy. Assets valued on level 3 have unobservable input 

data and are regarded as the least reliable measurement method within the three levels 

(IFRS 13, 2011). Investment properties, biological assets and financial instruments 

are some examples of assets with no active markets and are regulated by various other 

standards (EY, 2012).  

1.1 Problem formulation  

Prior to the mandatory adoption of IFRS 13 in 2013, firms varied significantly in their 

reporting of assets, especially for those under fair value level 3 (Muller et al., 2011; 

Liao et al., 2013). The IASB board was of the opinion that firms varied in their 

reporting on the extent to which they disclosed information about the valuation 

process, the valuation technique, inputs used in their measurements and what fair 

value level the asset belonged to (IASB, 2011). IFRS 13 aims to provide more 

guidance to firms by requiring them to prepare additional information through the 

disclosure requirements, which would help improve external users’ decision making. 

 

Furthermore, the principles-based assumption within IFRS has been criticized for 

being too vague providing limited guidance for auditors to audit reports, above all the 

fair value concept with its need for extensive judgment and fair assessment (Penman, 

2007). Prior literature has identified that fair value assets on level 3, in particular, 

exposes investors to risks, hence firms need to disclose more transparent information 

(Liao et al., 2013; Barth and Landsman, 2010). The need of disclosing more 
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transparent information is crucial in order to improve information quality (Liao et al., 

2013). In an accounting context, information is constantly revised to improve 

information quality because it enables investors to make better financial decisions. 

Thus, the provision of high information quality is meant to minimise the information 

asymmetry between users and the management (Wallace, 1991). Prior literature on 

the topic of information asymmetry with regards to disclosure of financial information 

has found a negative relation between them (e.g. Diamond and Verrecchia, 1991; 

Petersen and Plenborg, 2006; Leuz and Verrecchia, 2000). The negative relation 

points out that an increase in disclosure level should reduce information asymmetry 

(Diamond and Verrecchia, 1991). Muller et al. (2011) found from investigating real 

estate firms in the EU that the presence of the standard IAS 40, which requires listed 

firms to disclose fair values, had reduced information asymmetry across market 

participants. Moreover, Leuz and Verrecchia (2000) found from studying German 

firms that their adoption of international standards had decreased information 

asymmetry to a greater extent than when they adopted national GAAP (Generally 

Accepted Accounting Principles). Since the new IFRS 13 was implemented as 

recently as 2013 the extent of prior literature is limited, hence indicating that there is a 

lack of research on the area. Information asymmetry is essential to study with regards 

to the disclosure requirements because it enables to answer whether an increase in 

disclosure level of more transparent information has the means to reduce information 

asymmetry between market participants. Thus, this leaves a scope for an empirical 

gap to study whether the overall changes in disclosure level pre- and post to the 

adoption of IFRS 13 has constituted a difference in information asymmetry.  

 

Finally, in order to collect empirical data to conduct the study a sample consisting of 

51 firm-year observations of Swedish listed firms within the real estate, banking and 

forestry industry was chosen. Within these industries fair value assets on level 3 are 

predominant (EY, 2012; KPMG, 2013); these assets are investment property, 

financial instruments and biological assets respectively. Thus, the sample choice sets 

a relevant focus as the study aims to shed light on the fulfilment of disclosure 

requirements for fair value assets on level 3.  
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1.2 Research question 

Does disclosure for fair value assets on level 3 affect the information asymmetry 

between market participants?  

1.3 Research aim  
The aim of this study is to explain if the recent IFRS 13 standard has affected 

Swedish firms’ compliance level with the new disclosure requirements, and 

furthermore, to test the causal relationship between changes in disclosure level and 

information asymmetry in the pre- and post IFRS period. The aims of the study shed 

light on whether an increase in disclosure level of more transparent information has 

the means to reduce the information asymmetry between market participants. 

1.4 Contribution 

Theoretically, the study aims to contribute within the scholarly field of information 

asymmetry by testing for whether the disclosure requirements in IFRS 13 has the 

means to reduce the information asymmetry between market participants. In this way 

the study intends to extend prior literature on the topic of information asymmetry by 

looking specifically at the disclosure requirements in IFRS 13. Practically, the study 

provides an evaluation on whether the new standard has contributed to the provision 

of more transparent and relevant financial information for investors in their economic 

decision-making. The practical contribution is particularly relevant for investors, 

lenders and creditors whom are in need of transparent, financial information to create 

conditions for their decision basis. 

1.5 Limitations 
With regards to limitations, the study has focused to observe Swedish listed firms 

within specific industries, these are: banking, forestry and real estate where fair value 

assets on level 3 are prevalent. Thus, the study’s result can only be generalizable for 

these industries in Sweden.     
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1.6 Disposition 

The structure of the thesis is the following; chapter 2 first presents a background 

about IFRS 13 and the disclosure requirements, followed by a presentation of the 

prior literature being conducted on information asymmetry and disclosure from which 

a hypothesis is formulated. Chapter 3 presents the method of the study, the sample 

selection, operationalization of variables, and a discussion about validity and 

reliability. Chapter 4 presents the empirical result from the content- and regression 

analysis. Chapter 5 presents the conclusion of the study with a discussion about the 

result and suggestions for future research.    
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2. Theory  
This chapter first presents a background on IFRS 13 and the disclosure requirements 

for fair value assets. Next it presents prior literature found within the related fields of 

information asymmetry, fair value assets and disclosure of financial information. 

From prior literature a hypothesis is then formulated.	

2.1 International standards 
 
2.1.1 IFRS 13 
In attempt to harmonize various international standards there are currently two 

standards that are dominating the accounting sphere, these are GAAP (Generally 

Accepted Accounting Principles), followed principally by the U.S and IFRS 

(International Financial Reporting Standards), which are followed dominantly within 

the EU and some parts of Asia.  Since 2005 publicly listed firms regulated within the 

EU market are required to implement IFRS when presenting their consolidated 

financial statements beginning from 2005 (IFRS, 2015; Muller et al., 2011). Countries 

outside of the EU have also voluntarily adopted IFRS, thus the standard has achieved 

a global status (Carmona and Tombetta, 2008).              

 

To measure assets and liabilities using fair values firms need to follow the specific 

guidelines provided in IFRS 13 ‘Fair value measurement’. This standard has collected 

all guidance on how to measure fair values into a singular model; previously the 

guides were divided between different IAS/IFRS. Prior to the IFRS 13, standards for 

each type of assets had their individual requirement on how to measure fair value and 

what to disclose, thus guidance varied in their extensiveness. For example, the 

disclosure requirements for banks’ financial instruments regulated in IFRS 7 are more 

detailed and extensive than for real estate firms’ investment property regulated in IAS 

40.       

IFRS 13 defines fair value as “the price that would be received to sell an asset or paid 

to transfer a liability in an orderly transaction between market participants at the 

measurement date” (IASB, 2011: 16). In comparison to the old definition, new inputs 

of the words ‘orderly transaction’ and ‘measurement date’ emphasis that the 

transaction occurs in a market between two willing, knowledgeable parties, i.e. it is 

not forced, and that the transaction to sell an asset or transfer a liability occurs at the 
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exit price at the specific measurement date. Furthermore, fair value is viewed to be a 

market-based measurement rather than an entity-specific measurement (ibid). Due to 

its loosely coupled concept being based on a market price, fair value often requires 

extensive judgment that is based on management’s underlying assumptions. Thus 

many scholars have raised critique towards fair values and its lack of reliability, for 

example Penman (2007) and Bowen and Khan (2014). 

2.1.2 Fair value hierarchy and the disclosure requirements 
IFRS has constituted a fair value hierarchy to facilitate the categorization of assets 

and the input of data. The hierarchy is divided into three levels.  Level 1 inputs are 

quoted, unadjusted prices in active markets for identical assets and liabilities, 

assessable at the measurement date. If there is a price for the asset in level 1 then that 

price should be used because it is considered the most reliable way of observing 

inputs (IFRS 13, 2011: p. 76). Level 2 inputs include other data than the quoted prices 

in level 1, which can be either directly or indirectly observable (p. 81). Level 3 inputs 

are unobservable data for assets and liabilities, and should only be used when data for 

observable inputs is not available. These inputs are often constructed from the firm’s 

own data and are therefore based on management’s assumptions (p. 86). Table 1 

below provides a summary for all the levels in the fair value hierarchy. 

Table 1: The fair value hierarchy 

 

Following that IFRS 13 became mandatory to apply for publicly listed firms in the 

EU in 2013, its principles has affected some other paragraphs in other standards such 

as IAS 40 ‘Investment properties’, IAS 41 ‘Agriculture’ and IFRS 7 ‘Financial 

instruments: Disclosures’.   

Level 1 Level 2 Level 3 

Unadjusted, quoted prices 

that can be retrieved from an 

active market for identical 

assets and liabilities. E.g. 

stock prices.  

Includes other observable 

data than the quoted price, 

either derived directly or 

indirectly. E.g. prices from 

similar assets and liabilities. 

Unobservable input data for 

assets and liabilities that is 

often based on management 

assertions.  E.g. discounted 

cash flows. 
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Thus, IFRS 13 is applied when another standard requires or permits fair value 

measurement or disclosure such as the following: IAS 40 is applied for investment 

properties defined as lands and/or buildings held to either earn income from rental or 

for capital appreciation or both (IFRS, 2012). IFRS 7 applies to financial instrument 

and its disclosure regarding the instrument’s significance to the firm’s performance 

and risks associated with holding the instruments expressed in both quantitative and 

qualitative terms (IFRS, 2012). IAS 41 is applied for the accounting of agriculture, 

which requires biological assets to be measured at fair value (IFRS, 2014). All of the 

different assets mentioned above; investment property, financial instrument and 

biological assets are affected by the new disclosure requirements in IFRS 13, as they 

are valued on level 3.  

The adjustments in IFRS 13 introduce more detailed disclosure requirements for both 

classes of assets and liabilities. The requirements were created with the intention to 

leave little scope for misinterpretation and biased judgments when assessing fair value 

assets (IASB, 2011). The new IFRS 13 with its single framework for measuring fair 

values is thus a step towards reducing inconsistencies in how to disclose fair values 

by allowing for more transparency and enhanced comparability across listed firms 

(IASB, 2011). The new requirements that are relevant for fair value level 3 assets are 

the following: the level of the fair value hierarchy used for the asset, the valuation 

technique i.e. market approach, cost approach or income approach, inputs to the 

valuation technique, to motivate changes in level if assets have been re-valued and to 

disclose information regarding transfers in and out of the level used. Additionally, an 

extensive description of the valuation process and a sensitivity analysis of the fair 

value measurement should also be disclosed. A full description of all the requirements 

can be found in Appendix 1 IFRS 13 paragraph 93.   

2.2 Prior literature  
2.2.1 Information asymmetry and disclosure of information 
Numerous studies have been conducted to test the relation between firms’ 

commitment to disclosing information and its affect on information asymmetry. A 

majority of the result indicated a negative relationship between an increased 

disclosure level and information asymmetry (e.g. Diamond and Verrecchia, 1991; 

Petersen and Plenborg, 2006; Leuz and Verrecchia, 2000). The concept of 
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information asymmetry derives from the economic theory (Wallace, 1991).  The 

economic theory suggests that when firms commit to greater disclosure of their 

financial information, in effect, there should be lower cost of capital arising from 

information asymmetry. Information asymmetries create costs by introducing adverse 

selection between potential buyers and sellers of shares, which forces firms to issue 

capital at a discount (Diamond and Verrecchia, 1991).  Information asymmetry occurs 

on the basis that some investors hold private information about a firm. In this sense, 

informed investors can make better investment decisions based on their privileged 

hold of private information (Brown and Hillegeist, 2007). Diamond and Verrecchia 

(1991) found that through disclosing information publicly firms could reduce 

information asymmetry and increase the liquidity of their securities. The authors 

conclude that reduced information asymmetry has the means to reduce firms’ cost of 

capital through disclosure of information. Furthermore, Indjejikian (1991) found that 

when firms disclose information, shareholders devote more time in trying to interpret 

the information. Thus, the author found a positive relation between firm disclosure 

and investor response that benefited from firms’ transparent information.  

 

Within the accounting sphere, information is constantly revised to improve 

information quality because this would enable financial users to make better 

investment decisions. With improved information quality, users can independently 

make an assessment of risk, herein the provision of high information quality 

minimises the information asymmetry between users and the management (Wallace, 

1991). According to Liao et al. (2013) all firms experience information asymmetry 

whereas the asymmetry lies between various market participants, for example 

between institutional shareholders and non-institutional shareholders or between 

managers and shareholders. Institutional shareholders can for instance have access to 

more information due to their close relationship with the management.  

 

Petersen and Plenborg (2006) found from examining Danish listed firms, a negative 

relation between the level of voluntary disclosure and information asymmetry after 

controlling for firm characteristic variables to increase the reliability of their result. 

Their study was based on one industry consisting of 36 industrial firms being 

measured over 4 years. Likewise, Shroff et al. (2013) also found a negative relation 
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between voluntary disclosure and information asymmetry after the introduction of the 

Reform proposed by the SEC (the Securities and Exchange Commission). The 

Reform allowed investors to value securities more accurately. Similarly to the 

findings of Diamond and Verrecchia (1991), their study found that increased 

disclosure of information caused a reduction in the cost of equity capital. Lang and 

Lundholm (1996) examined that firms with more informative, disclosure policies had 

a greater number of analyst following. Their result also indicated that increased 

disclosure caused other benefits such as reduced levels of information asymmetry and 

risk. Likewise, Diamond (1985) argues that from a positive theory of voluntary 

disclosure by firms, the presence of disclosure policy is better than having no policy 

for disclosure because this would benefit shareholders. 

Van Buskirk’s (2012) study showed from a large sample consisting of firms in the 

U.S. retail sector that a greater quantity of disclosure, measured as the word count of 

quarterly earnings announcement, was related with lower information asymmetry. 

Thus, they found a negative relation between word counts for earnings announcement 

and information asymmetry. Furthermore, Brown and Hillegeist (2007) also found a 

negative relationship between information asymmetry and disclosure quality, arguing 

that an increased level of disclosure quality reduced the possibility for informed 

investors to trade on private information.   

2.2.2 Information asymmetry and fair value assets 
Regarding information asymmetry and fair values, Liao et al. (2013) found that 

information asymmetry increased more for fair value assets lower in the hierarchy due 

to the unobservable input that characterises assets on fair value level 3. The lower in 

the fair value hierarchy the asset was valued the more likely it was that investors 

would also react with uncertainty  (Liao et al., 2013).   

 

Moreover, prior literature on fair values has focused on the role of banks and their 

financial assets with regards to the recent financial crises (e.g. Barth and Landsman, 

2010; Cheng et al., 2011; Laux and Leuz, 2009). Both Barth and Landsman (2010) 

and Cheng et al. (2011) discusses how financial assets such as financial derivate and 

securities, often valued on level 3, exposes investors to risks due to insufficient 

information being disclosed by banks. Barth and Landsman (2010) suggest for 
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instance that banks should disclose more information about the sensitivity of 

derivatives’ fair values. Cheng et al. (2011) calls for more transparent financial 

information with regards to financial assets that exposes investors to underlying risks, 

arguing that current standard for disclosure is aggregated. Laux and Leuz (2009) also 

conclude in their discussion that the financial crises could have been caused more by 

transparency problems rather than investors’ over-reaction to fair value information.  

The scholars also discuss the difficult trade-off that exists between relevance and 

reliability in determining fair value i.e. when to deviate from market prices. Laux and 

Leuz (2009) argues that restrictive standards are enforced on firms due to the 

information asymmetry that exists between managers and gatekeepers i.e. auditors 

and the SEC. 

2.2.3 Information asymmetry and commitment to international standards 
Leuz and Verrecchia (2000) found from studying German firms that a commitment to 

increased disclosure level with IFRS/U.S GAAP resulted into a lower information 

asymmetry (bid-ask spread) compared to firms that complied with the national 

GAAP. Their result showed significance after controlling for firm characteristic 

variables. Webinger et al. (2013) found from examining the effects of SFAS 157 – 

Fair Value Measurement in the U.S. equivalent to IFRS 13 – that the extent of 

disclosure increased significantly among firms of both smaller and bigger size. 

However, firms of bigger size disclosed more information than firms of smaller size.  

In their study, disclosure was measured by word count. 

 

Previous research also found varying result for voluntary and mandatory adopters of 

international standards. In a study conducted by Ball et al. (2003), which studied four 

Asian countries and their adoption of IAS (International Accounting Standards), they 

found that the standards did not necessary lead to higher financial quality reporting, as 

these standards were not enforcing. While a more recent study, such as Daske and 

Gebhardt (2006) found that disclosure quality improved significantly from their 

sample of firms in the EU, which had mandatorily adopted IFRS in 2005. In their 

study, disclosure quality was measured through a comparison of published financial 

statements. The result was applicable for both voluntary and mandatory adopters of 

IFRS. The different result from the two studies implies how important it is to have 
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institutional support for implementing international standards in order to increase 

reporting quality.     

 
Russel’s (2015) study indicated that firms that have high information asymmetry tend 

to disclose more information, and contrariwise to other studies, the scholar found that 

disclosure could increase information asymmetry. However, this was only for firms 

that already experienced a high level of asymmetry. His study also found that the 

disclosure of bad news created information asymmetry, however the disclosure of 

good news related to the firm reduced information asymmetry. Similarly, Bagnoli and 

Watts (2007) and Gigler and Hemmer (2001) also demonstrated that the probability 

for a firm to voluntary disclose information dependent on the earnings report and 

whether the report was presentable with favourable news and low variability in 

earnings. Muller et al. (2011) concluded from investigating real estate firms in the EU 

that the mandatory adoption of IAS 40, which required firms to disclose fair values, 

reduced information asymmetry for investment property assets for both voluntary 

adopters as well as mandatory adopters. By measuring information asymmetry levels 

through the bid-ask spread, before and after the adoption of IAS 40, the result from 

the time-period effect revealed that information asymmetry had been reduced.  

 

Regarding the Swedish context, Hellman (2011) found that when Swedish-listed firms 

adopted IFRS in 2005 according to the EU regulation, it did not cause any major 

compliance problems. This was so because Swedish firms prior to the regulation had 

to a great extent already voluntarily adopted IFRS. The Swedish context was 

characterized by a soft adoption of the IFRS prior to its mandatory implementation, 

where national standards underwent a soft transformation of allowing new 

international accounting rules.  Another study on the Swedish context was conducted 

by Cooke (1989), which measured the extent to which Swedish listed and unlisted 

firms disclosed information in their annual reports. By controlling for some firm 

characteristic variables, the author found a significant result between disclosure and 

listing status and between disclosure and the size of the firm.  
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2.2.4 Variables  

This section discusses variables regarding information asymmetry, disclosure and 

firm-specific control variables that have been used in prior literature. Several previous 

literature has developed a disclosure index as a proxy for measuring disclosure levels 

(e.g. Cooke, 1989; Cooke, 1992; Street and Bryant, 2000; Street and Gary, 2002).  

The index measures the relative level of disclosure by appointing item scores for each 

criterion that is fulfilled by the firm, a more elaborate description can be found in the 

method section 3.4 Operationalization of variables. Since a number of existing 

literature has used the disclosure index as a proxy for disclosure level it is thus a well-

developed and recognized operational definition. Regarding proxies used for 

measuring information asymmetry, a vast amount of prior literature has used the bid-

ask spread in stock price, for example Liao et al. (2013), Muller et al. (2011), Ertimur 

(2004), Ball et al. (2012) and Petersen and Plenborg (2006). An increased difference 

between the bid-ask price spread means that investors are less likely to trade on same 

information resulting into higher information asymmetry.  

 

With regards to firm characteristic control variables, prior literature has identified 

several factors such as size (Liao et al., 2013; Cooke, 1989; Petersen and Plenborg, 

2006; Leuz and Verrecchia, 2000; Russell, 2015; Cooke, 1992), price (Liao et al., 

2013; Muller et al., 2011; Van Buskirk, 2012), turnover (Petersen and Plenborg, 2006; 

Muller et al., 2011; Liao et al., 2013; Van Buskirk, 2012; Wallace and Naser, 1995), 

listing status (Cooke, 1989; Cooke, 1992), analyst following (Muller et al., 2011; 

Leuz and Verrecchia, 2000; Van Buskirk, 2012; Russell, 2015), free float shares 

(Leuz and Verrecchia, 2000; Muller et al., 2011), stock returns (Muller et al., 2011; 

Petersen and Plenborg, 2006) and multiple year observations (Muller et al., 2011; 

Liao et al., 2013; Petersen and Plenborg, 2006). For a majority of the studies, the 

result for the control variables; size, listed status, price, turnover, analyst following, 

stock returns and free float shares showed a negative relationship with information 

asymmetry.   
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2.2.5 Summary of prior literature  

The table below shows a summary of findings from 2.2 Prior literature. 

Table 2: Summary of prior literature 

 

2.3 Hypothesis  
The purpose of the new IFRS 13 was to increase transparency by requiring publicly 

listed firms to disclose more information about fair value assets, especially for those 

on level 3 (IFRS 13). In this context, a vast amount of prior literature has found that 

an increase in disclosure level reduces the information asymmetry between market 

participants (e.g. Petersen and Plenborg, 2006; Leuz and Verrecchia, 2000). For 

example, Brown and Hillegeist (2007) found a negative relationship between 

information asymmetry and disclosure quality by explaining that disclosure reduces 

the possibility for informed investors to trade on private information. The information 

asymmetry between informed and less informed investors decreases as a result of 

Prior literature findings Authors 

Found a negative relation between 
information asymmetry and disclosure 
level 
 

Diamond and Verrecchia (1991); Leuz and 
Verrecchia (2000); Petersen and Plenborg 
(2006); Van Buskirk (2012); Brown and 
Hillegeist (2007); Shroff et al. (2013); Lang 
and Lundholm (1996) 
 

Found that fair value assets on level 3 are 
uncertain and require more disclosed 
information  
 
Found that a commitment to international 
standards increased disclosure of financial 
information 
 

Liao et al. (2013); Barth and Landsman (2010); 
Cheng et al. (2011); Laux and Leuz (2009) 
 
 
Muller et al. (2011); Leuz and Verrecchia 
(2000); Webinger et al. (2013);  Daske and 
Gebhardt (2006) 

Used disclosure index as a proxy for 
measuring disclosure level  
 

Cooke (1989); Cooke (1992); Street and Bryant 
(2000); Street and Gary (2002) 

Used the bid-ask spread as a proxy for  
measuring information asymmetry 

Liao et al. (2013); Muller et al. (2011); Ertimur 
(2004); Ball et al. (2012); Petersen and 
Plenborg (2006) 

The following variables showed a negative 
relation with information asymmetry: size, 
listed status, stock price, turnover, analyst 
following, stock returns and free float 
shares  
 

Liao et al. (2013); Cooke (1989); Petersen and 
Plenborg (2006); Leuz and Verrecchia (2000); 
Russell (2015); Cooke (1992); Muller et al. 
(2011); Buskirk (2011); Wallace and Naser 
(1995) 
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firms being enforced to disclose more information. Moreover, prior literature has also 

found that a commitment to implementing international standards result in that firms 

disclose more information (e.g. Leuz and Verrecchia (2000); Daske and Gebhardt, 

2006). Muller et al. (2011) concluded from investigating real estate firms in the EU 

that the mandatory adoption of IAS 40 ‘Investment property’, which required firms to 

disclose fair values in 2005, had reduced information asymmetry across market 

participants. Furthermore, Liao et al. (2013) identified that assets valued lower in the 

fair value hierarchy (level 3) are more uncertain and risky than fair value assets on 

level 1 and 2. Accordingly, prior literature has called for more transparency for these 

assets by requiring that firms disclose more information for investor to improve their 

decision-making. Thus, it could be argued that an increased level of compliance with 

the IFRS 13 disclosure requirements could affect firms to disclose more information 

on fair value assets. Consequently this should result into the provision of more 

transparent information, hence reducing information asymmetry. Thus, the following 

hypothesis has been formulated: 

 

 

H1: The overall disclosure level for fair value assets on level 3, across pre- and post 

IFRS 13, reduces the information asymmetry between market participants. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



	 19	

3. Method 

This chapter starts with a presentation about the research method and its related 

critique followed by a description of the research design, the sample selection 

process, the operationalization of variables and finally, a discussion about the 

reliability and validity of the study.     

3.1 Research method 
The research method used to conduct this study is quantitative. Quantitative studies 

are concerned with the collection of numerical data and have a deductive approach in 

viewing the relationship between theory and research (Bryman and Bell, 2015). Since 

this study is concerned with measuring compliance level and testing the relation 

between two variables; whether information asymmetry is affected by changes in 

disclosure level, a quantitative research method is most suitable. The method helps to 

explain their relation by testing a hypothesis that is derived from previous literature. 

This research method thus enables to answer the research question on whether a 

change in the level of disclosure for fair value assets has an affect on information 

asymmetry and, furthermore, to make some generalizations for all Swedish listed 

firms within the three chosen industries. The deductive approach is motivated in this 

study in that it aims to test a theory by generating a hypothesis that can either be 

confirmed or rejected from the observations made in the result.  

 

Critiques against the quantitative method include its rigid and fixed framework that 

overlooks how external factors could have influenced the result. The method lacks to 

provide a more detailed explanation on how and why some factors interplay the way 

they do (Bryman and Bell, 2015). However, since this study aims to explain changes 

in information asymmetry by looking at a specific context; Swedish listed firms 

within three sectors under the influence of a standard, the aim is not to gain a deeper 

understanding on the behaviour of changes for these firms. The intention is to test a 

hypothesis that has the capacity to explain changes that can be generalizable for all 

Swedish listed firms within the three sectors. 
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3.2 Research design  

The research design of this study follows two steps; first it aims to find out to what 

extent firms in the chosen sample have complied with the new disclosure 

requirements in IFRS 13. Secondly, the findings from the result in the first step are 

used to test the causal relationship between changes in disclosure level and 

information asymmetry in the pre- and post IFRS period. The study hypothesized in 

the theory chapter that the overall disclosure for fair value assets is negatively 

associated with information asymmetry.   

 

Regarding the first step of the study, a criterion will be used to measure the extent to 

which firms have complied with the new requirements. These criteria are based on the 

paragraphs in IFRS 13 (2011: p. 93) “Disclosure requirements” and have been 

summarized to fit the scope of the study, i.e. disclosure requirements for level 2 have 

been excluded because it is not relevant. The criteria are described in more detail in 

3.4 Operationalization of variables. These criteria require publicly listed firms in the 

EU from January 1st 2013 to comply with certain disclosure requirements when 

valuing assets and liabilities. The coding is conducted through a content analysis 

where one point is given for each criterion that a firm fulfils in their annual report and 

0 if they do not fulfil, see Appendix 3, table 2. Prior literature has also used the 

system of appointing either 1 or 0 points (e.g. Cooke, 1989; Street and Bryant, 2000). 

In this sample, financial firms are represented in the banking sector, while non-

financial firms represent the real estate and forestry sectors. To find the criteria points, 

each firm’s annual report from the years 2012 and 2014 was revised. The year 2012 

represents the pre-IFRS period as the standard was implemented in 2013, while the 

year 2014 represents the post-IFRS period. The reason why two years of observations 

was chosen because this would facilitate the content analysis for criteria fulfilment as 

little difference was observed between a few years pre-IFRS period and between a 

few years post-IFRS period. The collection of firms’ criteria fulfilment was conducted 

in 2012 and repeated in 2014 to compare the results and to find whether there are any 

differences that can be detected in the disclosure level pre- and post IFRS period. 

Finally, the year observations are tested to find out whether the compliance levels are 

statistically different.  
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Regarding the second part of the study, to test for the causal relationship between 

changes in disclosure level and information asymmetry in the pre- and post IFRS 

period, a regression analysis is conducted. The regression analysis imitates the 

regression equation of Muller et al. (2011), see more in the chapter 3.4 

Operationalization of variables. 

 

Finding the fulfilment of a certain criteria has at times been challenging as firms 

fulfilled the criteria in various ways and in different sections of their annual report. 

There was also a difference in how information was disclosed between the three 

sectors. For example, the banking sector disclosed financial information regarding 

financial instruments more extensively than what could be found in the real estate and 

forestry firms. This also left that the revision of annual reports for the banking firms 

were more challenging to assess, especially regarding the input data for fair value 

level 3, as they presented more advanced analytical models for these inputs. With this 

critique in mind, there is some subjectivity to be cautious about when manually 

revising annual reports to look for criteria fulfilment. However, to minimize own 

judgment and subjectivity, the revision of the annual reports have been performed in a 

consistent and comparable manner. For example each criterion fulfilment has been 

compared with firms operating in the same industry to ensure an objective data 

collection process. 

3.3 Sample selection      
The sample consists of firms within the banking, forestry and real estate sectors that 

are publicly traded on the Nasdaq OMX Stockholm Stock Exchange. The selection of 

the sectors were motivated on the basis that firms in these sectors operate with assets 

that are often valued on level 3 in the fair value hierarchy (EY, 2012). Furthermore, 

these firms hold a large number of assets that are valued on level 3, which enables 

that more of the disclosure requirements in IFRS 13 can be applicable for the sample. 

For critique regarding the sample section, see more in the chapter 3.4 Reliability and 

validity. The selection was based on the ICB sector code 8300 “Banks”, 1700 “Basic 

Materials” and 8600 “Real Estate”. Based on these selections all firms within each 

sector were screened for if the firms followed the IFRS guidelines, if they had annual 

reports published for the years 2012 and/or 2014, and if they had fair value assets on 
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level three. For the banking sector this was IFRS 9 ‘Financial instruments’, for the 

forestry sector this was IAS 41 ‘Biological assets’ and for the real estate sector this 

was IAS 40 ‘Investment property’. The revision had to be conducted so that a more 

consistent sample could be collected. By choosing all listed firms from each sector the 

result can be generalizable for the whole population for the three sectors in Sweden.   

In summary, the following selection process was conducted: 

 
Firms traded on Nasdaq OMX Stockholm Stock Exchange  
(ICB sector code 8300, 8600, 1700)  48 

Less firms  not operating with level 3 assets (check for IFRS 9, IAS 41, IAS 40) 17 

 for which no annual reports could be found 2 

= Remaining firm-observations 29 

= Remaining firm-year observations (firm times two fiscal years) 51  

 

Having conducted the sample selection the study was left with 51 firm-year 

observations (N= 51) as a sample size that fit all the required criteria, see list of firms 

in Appendix 2 table 1. It should be noted that from the firm-observations, 22 firms 

had an annual report from the years 2012 and 2014, remaining 7 firms had only 

annual reports from the year 2014 because they were listed later than 2012. Thus this 

gives a total of 22 (firms-observations in 2012) + 29 (firms-observations in 2014) = 

51 firm-year observations.   

3.4 Operationalization of variables 

The table below presents the criteria for the disclosure requirements. The criteria was 

originally retrieved from IFRS 13 (2011: p. 93) “Disclosure requirement” but has 

been summarized in this chapter to simplify the reading. See Appendix 1 IFRS 13 

paragraph 93 for an extended version. Only firms that had an annual report from 2012 

and 2014 were selected for the criteria fulfilment to make the result more consistent.  
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Table 3: The disclosure requirements in IFRS 13 

 

In order to operationalize the criteria fulfilment for disclosure requirements, a 

disclosure index variable was added to the regression equation. This disclosure index 

has been used by numerous prior literature (e.g. Cooke, 1992) see more in 2.2.3 

Summary of literature review. This index is the independent variable that measures 

the disclosure level in the regression equation presented in the next page. The index is 

presented below:  

 

 

 

 

 
 a.      Level used in the fair value hierarchy. 

 

 b.  A description of the valuation technique(s) and the inputs used in the fair value 
measurement. If there has been a change in the valuation technique the entity shall disclose that 
change and motivate reasons for it. Quantitative information should also be provided on 
significant unobservable inputs used in the valuation at fair value. If the entity uses quotes from 
a third party without adjustments the entity does not have to provide quantitative information.  

 

 c.   A reconciliation between the opening and closing balances, disclosing separately changes 
during the period, including the total gains or losses for the period and the amount of any 
transfers in and out of level 3 of the fair value hierarchy. 
 

 d.  A description of the valuation process used by the entity, i.e. how the entity has proceeded 
with the valuation. 
 

  e.  A sensitivity analysis of the fair value measurement regarding the changes in unobservable 
inputs 
 

 f.   For financial assets and liabilities. If changes in unobservable inputs would change the fair 
value significantly, the entity must disclose that fact and the effect of those changes. (This 
requirement is only applicable for the banking sector) 

 
 g. 		For non-financial assets and liabilities. If a non-financial asset is not used at its highest and 
best use the entity must disclose the reasons why the asset is not used to the maximum and best 
way. (This requirement is only applicable for the forestry- and real estate sector) 
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Ii = !"#$% !"#"$%&'
!"#$% !"#$%!"&

!
!!!  

Where: 

Ii
 = the total index score for disclosure for firm i. 

 
Items relevant = items relevant for firm i based on the disclosure requirements 
presented in table 3. 
 
Items required = items required for firm i based on the disclosure requirements 
presented in table 3. A total of 6 points can be appointed for each firm in each 
industry. 
 
 

The model of analysis that was used to test the hypothesis is imitated from Muller et 

al. (2011). The regression model is applicable to the study as it tests the same 

dependent variable, namely the bid-ask spread of firms’ stock prices. The bid-ask 

spread is used as a proxy for defining changes in information asymmetry with a lower 

spread indicating a reduction in information asymmetry. This operational definition 

was used because it is among scholarly researchers a well-developed representation 

for measuring information asymmetry; see 2.2.3 Summary of prior literature. Since 

the result of Muller et al. (2011) showed statistical significance it seemed therefore 

valid to use their regression equation. However, some adjustments had to be made 

from the original formula to fit the scope of the study. For instance some independent 

variables like country differences and division of the sample into voluntary and 

mandatory adopters of a standard were excluded because they did not apply to the 

study. The data was derived from DataStream accessed via Uppsala University 

library. The analysis was executed in SPSS to conduct the correlation tests followed 

by the regression analysis. The empirical result consists of a descriptive statistics, i.e. 

a univariate analysis used as a minor exploratory analysis followed by a correlation 

test and a multivariate analysis. Below shows the equation for the regression where 

the dependent variable is LogBID_ASK  and the independent variable is DISCLOSE. 

 

LogBID_ASKit 

= β0+β1LogPRICEi +β2LogTURNi +β3LogSTD_RETi +β4LogFFi 

+β5LogANALYSTi +β6POSTi + β7DISCLOSEi + τi 
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LogBID_ASKi= The log of the firm i’s mean daily percentage bid-ask spread. It is 

calculated as the daily difference between the bid price (the highest price a buyer is 

willing to pay) and ask price (the lowest price a seller is willing to sell a share for). 

Daily average over the fourth month following fiscal year end. 
LogPRICEi= The log of firm i’s per share stock price, measured at the end of the 

fourth month following fiscal year end. 
LogTURNi= The log of firm i’s daily percentage share turnover (common share 

traded divided by common share outstanding). Daily average over the fourth month 

following fiscal year end. 
LogSTD_RETi= The log of the standard deviation of firm i’s stock returns, measured 

over the fourth month following fiscal year end. 
LogFFi= The log of firm i’s percentage of free float shares, measured at the end of the 

fourth month following fiscal year end. 
LogANALYSTi= The log of firm i’s analyst following, measured over the fourth 

month following fiscal year end. 
POSTi= Dummy variable: Indicator variable equal to 1 for observations occurring 

post IFRS 13-period, and 0 otherwise. 
DISCLOSEi = Measures the slope; the impact of disclosure on information 

asymmetry across pre- and post IFRS period. The disclose index is averaged across 

firms for each time period. 

 

Since data was not available for the sample regarding analyst following in 

DataStream, the variable LogANALYST was excluded.  

3.5 Reliability and validity 

Reliability and validity are particularly important factors to consider for quantitative 

studies as they are the building blocks for drawing appropriate conclusions. 

Reliability is defined as the consistency of measures for a concept, and can be tested 

using the test-retest method meaning that a measure should be able to be tested again 

on another occasion using the same sample (Bryman and Bell, 2015). To achieve 

reliability in this study, the method section has thoroughly explained the steps of the 

investigation including the sample selection process, operationalization of the criteria 

and a description of the regression model to ensure replicability. Also for the criteria 
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fulfilment, only 1 or 0 points have been appointed to firms in the revision of their 

annual reports and not 0,5 points. This was to reduce implied subjectivity and to 

increase reliability.  

Validity refers to verifying whether a measure of a concept really has the capacity to 

measure that concept, that is; are the indicators that have been chosen to measure a 

theory (concept) applicable and appropriate to draw conclusions from (Bryman and 

Bell, 2015). To ensure internal validity, the study has imitated a well-developed 

regression model by Muller et al. (2011) for which their result showed significance. 

The control variables used in the study of Muller et al. (2011) is supported by prior 

literature, see the chapter 2.2.3 Summary of literature review. The disclose index used 

to measure disclosure level is also supported by prior literature. The study has also 

included several control variables to reduce standard errors and thus to increase the 

quality of the study. Moreover, the inclusion of control variables helps to better assess 

the cause- and effect relationship between information asymmetry and disclosure 

level (Hair et al., 2014), and to increase the adjusted R-square. A high level of 

adjusted R-square means that the model has an appropriate fit with the data (ibid). 

Furthermore, the study has conducted validation tests such as the correlation analysis 

to test the relationship between all the variables before moving on to the essential 

regression analysis. If the correlation between some of the variables would be too 

high then the regression would be flawed.  

However there are some flaws with external validity in this study that has to be 

recognized. An increased sample size could improve the statistical power of the 

findings and make the result more generalizable. Furthermore, the result can only be 

generalizable for the three chosen industries in Sweden, not for all listed firms in 

Sweden that hold fair value assets on level 3. Thus, the conclusion that can be drawn 

from the result has to be modest due to some limitations in validity. 
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4. Empirical result    
This chapter presents the result from the content analysis with regards to firms’ 

compliance level with the disclosure requirements. Differences in compliance level 

between the years are then statistically tested through a median test. Next, a 

regression analysis is presented with descriptive statistics, correlation test and linear 

regression. 

	
4.1 Content analysis	

The result from diagram 1 presents the compliance level for disclosing the extensive 

requirements for fair value assets on level 3 in the years 2012 and 2014. The two 

years represents the difference in compliance level pre and post IFRS period.  
 

Diagram 1: Changes in disclosure level  
 

The result from diagram 1 shows that from a sample of 22 firms all firms have 

improved their compliance level with the new disclosure requirements. No firm had 

prior to the standard’s implementation fulfilled all the disclosure requirements up to 

100 per cent for fair value assets on level 3. Post to the standard, the result shows that 

a majority of the firms, 20 out of 22 had fulfilled all the requirements. The exception 

for those two firms that did not fulfil all the requirements was Handelsbanken and 

Swedbank, both in the banking sector. This indicates that the real estate and forestry 

sectors were better at complying with the requirements. During the year 2012, when 
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firms were not obliged to comply with the disclosure requirements, an average of 69 

per cent of all the requirements were fulfilled for all the firms. In 2014, an average of 

98 per cent of the requirements had been fulfilled. This means there was an average 

increase in disclosure level with 29 per cent between the years 2012 and 2014. The 

criterion that all firms lacked to disclose prior to IFRS 13 was to state which level was 

used in the fair value hierarchy to value assets. Other criteria that firms improved to 

disclose was to provide a more detailed description of their valuation process and a 

sensitivity analysis for the inputs used to value assets on level 3. Handelsbanken and 

Swedbank were the only two firms in the sample that failed to provide a sensitivity 

analysis for their financial instruments. The two banks, however, did provide other 

sensitivity analysis for other financial assets. Nevertheless, revising the annual reports 

of banks has been challenging to assess because they presented more advanced 

analytical models to value their assets.   

 

Below is the result presented for the median difference between the two groups: high 

compliance level group and the low compliance level group. The groups have been 

categorized based on their median level. The normality test for table 4 showed that the 

data was not normally distributed, thus a non-parametric test had to be conducted, in 

this case Mood’s median test.  

 
 
 

Frequencies 
 

 

 

 

 
Test Statisticsa 

 
 

 
 
 
 
 
 

a. Grouping Variable: Group_High_Low 
 
Table 4: Median test 

 

 Group_High_Low 
Compliance_level > Median 

<= Median 
 

Low High 
0 21 
23 0 

 Compliance level 
N 44 
Median 4 
Chi-Square 44 
Df. 1 
Asymp. Sig. 0,00 
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Table 4 presents the median range for the two groups, high compliance level and low 

compliance level. Seven firms were excluded from the sample because they were 

listed later than 2012, meaning that a total of 14 firm-year observations were removed 

from the original sample of 51, this is why (N=44). Table 4 shows that the median for 

disclosure requirements is 4 and that there are a total of 44 firm-year observations of 

repeated measures, 22 firms in the year 2012 and the same 22 firms in the year 2014. 

There were 21 observations for which the compliance level was higher than the 

median; those were in the high-level compliance group. There were 23 observations 

where the median was equal to or less than 4, and those were in the low-level 

compliance group. The Chi-Square of 44 is high which means there is a goodness of 

fit between the sample data and hypothesized distribution. The result is thus 

significant where the p-value is less than 0,05, (0,00 < 0,05); this means that the two 

groups are significantly different from each other. 

4.2 Regression analysis 

Since the aim of the study is to test the causal relationship between changes in 

disclosure level and information asymmetry in the pre- and post IFRS period, the 

essential variable in order to confirm or reject the hypothesis is DISCLOSE. A 

significant negative coefficient of this variable is expected in order to indicate a result 

of reduced information asymmetry.  

 

Below is the renewed formula since the data for the variable LogANALYST was not 

available so it had to be excluded from the regression: 

 

LogBID_ASKi 

= β0+β1LogPRICEi+β2LogTURNi+β3LogSTD_RETi+β4LogFFi 

 +β5POSTi + β6DISCLOSEi +τ 
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Pre IFRS-period (2012) 

 

Post IFRS-period (2014) 

Table 5: Descriptive statistics 

 

Table 5 represents the descriptive statistics for all the variables used in the analysis, 

with a separation between pre- and post IFRS period. The data had no significant 

outliers. The data for a majority of the variables were normally distributed, with 

exception for LogFF, DISCLOSE and POST, see appendix 4 table 3. The data for 

LogFF was not normal because it contained some outliers. The data for DISCLOSE 

was not normally distributed because it reflects an average increase in disclosure level 

between pre- and post period, as could be viewed in table 5. The data for POST was 

not normally distributed because it is a dummy variable for which the data was 

distributed as either 0 or 1 to reflect observations occurring pre- or post IFRS period.  

 

Table 5 shows the sample N, median, mean, standard deviation of mean, kurtosis and 

skewness for each variable. The sample is the number of firms studied for each time 

period. The dependent variable, LogBID_ASK, the spread in bid ask price, shows a 

median of (-2,43) in the pre-period, compared to (-2,45) in the post-period indicating 

a decrease in information asymmetry with (-0,02). The mean also shows a decrease in 

Descriptive statistics 

 Sample Median Mean Std. Dev Kurtosis Skewness 

LogBID_ASK 29 -2,45 -2,48 0,52 -0,06 -1,03 

LogPRICE 29 1,92 1,81 0,32 -0,89 1,86 

LogTURN 29 -2,80 -2,80 0,31 -0,70 1,39 

LogSTD_RET            29 -1,90 -1,85 0,33 0,46 0,91 

LogFF 29 1,80 1,75 0,17 -0,49 -0,71 

DISCLOSE 29 1 0,98 0,06 -2,00 1,96 

POST 29 1 1 0,00 . . 

 Sample Median Mean Std. Dev Kurtosis Skewness 

LogBID_ASK 22 -2,43 -2,39 0,53 0,46 -0,83 

LogPRICE 22 1,77 1,74 0,24 -0,09 -0,09 

LogTURN 22 -2,62 -2,75 0,44 -0,66 -0,00 

LogSTD_RET 22 -1,68 -1,79 0,26 -1,79 2,01 

LogFF 22 1,78 1,74 0,19 -0,19 -1,27 

DISCLOSE 22 0,80 0,69 0,13 -0,86 -0,24 

POST 22 0,00 0,00 0,00 . . 
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information asymmetry with (-0,09) from (-2,39) to (-2,48). LogPRICE, the log of 

stock price, shows an increase in both mean and median between the pre- and post 

IFRS period. LogTURN, the log of share turnover, shows a decrease in median as 

well as a decrease in mean from (-2,75) to (-2,80). LogSTD_RET, which is the log of 

standard deviation in stock returns, also shows a decrease in both mean and median, 

LogFF, the log of free float shares, shows an increase in mean and median. 

DISCLOSE, as illustrated in diagram 1, shows an average compliance of 69 per cent 

in the pre-period and an average compliance of 98 per cent in the post-period. The 

median for DISCLOSE is increased with 20 per cent in the post-period. POST is a 

dummy variable so median and mean level does not apply. The acceptable range for 

kurtosis and skewness is between 2,0 and (-2,0) (Hair et al., 2014). The descriptive  

result in table 5 shows no serious signs of skewness and kurtosis. 

 

Table 6: Pearson’s Correlation test. ** Significant at the less than 5% level. N=51 

 

Table 6 presents the correlation test between all the variables for both pre-and post 

IFRS period. Pearson’s correlation test measures the strength and direction of relation 

between two variables. The test does not make a difference in labelling the variables 

as dependent or independent. The result shows that the variable LogBID_ASK spread 

has a negative correlation with the following variables; LogPRICE (-0,48), LogTURN 

(-0,74), LogFF (-0,70), POST (-0,17), DISCLOSE (-0,16) and a positive correlation 

with LogSTD_RET (0,13). The result shows that some of the variables were 

significantly correlated with each other, LogBID_ASK had a significant negative 

correlation with LogPRICE, LogTURN and LogFF. Furthermore, DISCLOSE had a 

positive, significant correlation with POST (0,82), indicating that an increase in 

Correlation 

  
LogBID_ASK 

 
LogPRICE 

 
LogTURN 

 
LogSTD_RET 

 
LogFF 

 
POST 

 
DISCLOSE 

Pearson 

Correlation 

LogBID_ASK 1,00 -0,48** -0,74** 0,13  -0,70** -0,17 -0,16 

LogPRICE -0,48** 1,00 0,15 0,31** 0,31 0,27 0,13 

LogTURN -0,74** 0,15 1,00 -0,09** 0,69** -0,03 0,09 

LogSTD_RET 0,13 0,31** -0,09** 1,00 0,03 0,26 0,13 

LogFF -0,70** 0,31 0,69** 0,03 1,00 0,06 0,17 

POST -0,17 0,27 -0,03 0,26 0,06 1,00 0,82** 

DISCLOSE -0,16 0,13 0,09 0,13 0,17 0,82** 1,00 
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disclosure level is associated with an increase in the post-IFRS period. This could be 

explained by the fact that POST is a dummy variable.   
 

a. Dependent variable LogBID_ASK 

Table 7: Linear regression analysis. N=51 

 

Table 7 presents the linear regression analysis model. The 51 firm-year observations, 

the 6 degrees of freedom (k) which is the number of independent variables, and a 

significance level of 5% (two-tailed alpha), gives a critical value of t-distribution of 

1,680, as N-k-1=44. The two-tailed alpha 0,05 means that the t-statistic should be 

greater than 1,680 or smaller than (-1,680) for the value to be significant and to 

support the theory that there is a significant difference between two population means.  

LogBID_ASK spread has a coefficient constant of (-1,041) meaning that when all 

other coefficients are 0, the value will be (-1,041). However it is not statistically 

significant as the significant value is higher than 0,05 (p-value = 0,345 > 0,05), and 

the t-statistic lies within the t-distribution range. The coefficient for the variables 

LogPRICE and LogTURN shows a statistical significance, as their p-value is smaller 

than 0,05, stock price (p-value = 0,00 < 0,05) and for share turnover (p-value = 0,003 

< 0,05). The result shows that the two control variables have values that are 

significantly negative, meaning that if stock prices and turnover is increased by 1, the 

information asymmetry decreases with (-0,997) and (-0,506) respectively. These 

findings are in line with predictions and previous research (e.g. Liao et al., 2013; 

Muller et al., 2011). Sales turnover, which has by prior literature been used as proxy 

for measuring firm size, is negatively associated with information asymmetry because 

as firms increase with size they will be enforced to disclose more financial 

 Unstandardized Coefficients 
           
            B               Std. Error 

 
 
t 

 
 

Sig. 

95% Confidence level for B 
 

Lower Bound     Upper Bound 

(Constant) -1,041 1,086 -0,954 0,345 -3,224 1,152 

LogPRICE -0,997 0,191 -5,229 0,000 -1,382 -0,613 

LogTURN -0,506 0,159 -3,178 0,003 -0,827 -0,185 

LogSTD_RET -0,025 0,186 -0,136 0,893 -0,401 0,350 

LogFF -0,597 0,335 -1,785 0,081 -1,272 0,077 

POST -0,044 0,159 -0,273 0,786 -0,365 0,278 

DISCLOSE -0,018 0,519 -0,034 0,973 -1,065 1,029 

Coefficientsa 
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information due to both internal and external pressure from stakeholders (Cooke, 

1989; Diamond and Verrecchia, 1991). Internal pressure could be that the 

management are required to disclose more information to make internal systems work 

more efficiently (Cooke, 1989). Similarly, as stock prices increase there is a reduction 

in information asymmetry due to the decrease in the bid-ask price spread between 

market participants, enabling them to make less risky investment decisions (Wallance 

and Naser, 1995).  

 

The coefficient for LogSTD_RET and LogFF did not show a negative significant 

result (p-value = 0,893 > 0,05) and (p-value = 0,081 > 0,05) respectively. The 

negative value for standard deviation of stock returns does not comply with Muller et 

al. (2011), whose result showed a positive relation with information asymmetry. The 

negative result here could be due to the smaller sample size. In the correlation test in 

table 6, however, information asymmetry was positively correlated with the standard 

deviation of stock returns. The negative value of free float shares is in line with the 

result of Muller et al. (2011). Moreover, the coefficients for POST and DISCLOSE 

also did not show a negative significant result (p-value = 0,786 > 0,05) and (p-value = 

0,973 > 0,05) respectively. The negative coefficient for the POST variable indicates 

that the post-IFRS period is negatively related with information asymmetry. The 

negative value for the DISCLOSE variable imply that the overall disclosure in pre- 

and post IFRS period is negatively associated with information asymmetry. Thus, if 

disclosure level is increased by 1 information asymmetry decreases with (-0,018). The 

result is compatible with previous literature that also found that firms’ increased 

compliance with IFRS resulted in lower information asymmetry and improved 

disclosure quality  (e.g. Muller et al., 2011; Leuz and Verrecchia, 2000; Daske and 

Gebhardt, 2006).   

 

Table 8: Adjusted R Square 

 

Model summary 

Model R R Square Adjusted R Square Std. Error of the 
Estimate 

1 0,814a 0,702 0,637 0,275 
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Table 8 shows the adjusted R-square (0,637) meaning that the regression line can 

explain the variations suggested by the variables up to 64 per cent, which is relatively 

well. The standard error (0,275) is likewise relatively small considering the smaller 

sample size (N= 51).   
 

In summary, from the content analysis result it can be stated that Swedish firms 

increased their compliance level with the disclosure requirements in IFRS 13, in 

comparison to pre-IFRS period. The overall, average increase in compliance level 

between pre- and post IFRS period was with 29 per cent. The median test result could 

further confirm that there was a significant difference in the compliance level, pre- 

and post IFRS. From the regression analysis result it was found that two independent 

variables, LogPRICE and LogTURN, showed a statistical significance result with the 

dependent variable, LogBID_ASK. The descriptive statistics revealed that both the 

mean and the median of information asymmetry had deceased in the post-IFRS 

period. To conclude the analysis, regarding the hypothesis; “The overall disclosure 

level for fair value assets on level 3, across pre- and post IFRS 13, reduces the 

information asymmetry between market participants”, the regression output for the 

variable DISCLOSE shows a coefficient of (-0,018). This means that the overall 

disclosure for fair value assets on level 3 has a negative relation with information 

asymmetry. The effect of an increase in disclosure for fair value assets reduces the 

information asymmetry between market participants. However, there is no 

significance for the result as (p-value = 0,973 > 0,05; t-statistics = -0,034 > -1,680). 

Thus, the hypothesis is rejected.  
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5. Conclusion 
This chapter starts with revising the aim, the study’s contribution and result, followed 

by a discussion of the result, answering the research question and finally a section 

about suggestions for future research.  

 

The aim of this study was to explain if IFRS 13 had affected Swedish firms’ 

compliance level with the disclosure requirements, and furthermore, to investigate the 

causal relationship between changes in disclosure level and information asymmetry in 

the pre- and post IFRS period. The study has been based on a sample consisting of a 

total of 51 firm-year observations that represents two fiscal years; 2012 and 2014 for 

the pre- and post IFRS 13 period. The study was carried out by first conducting a 

content analysis to collect data for the independent variable; disclose index, followed 

by a regression analysis that observed the affect of disclosure on information 

asymmetry.    

 

The study makes a contribution with regards to the empirical gap that exists on the 

effects of the recent IFRS 13 on information asymmetry. Furthermore, existing 

previous literature needs to be renewed regarding the extent to which Swedish firms 

disclose financial information, for example only one study has been found that was 

conducted by Cooke in 1989. Finally, prior literature has identified the need for more 

transparent information, particularly for fair value assets on level 3 (e.g. Liao et al., 

2013; Cheng et al., 2011). Thus it is of relevance to study whether firms have 

complied with the new disclosure requirements for fair value assets on level 3 in 

contributing to more transparency. This is also the empirical contribution of the study, 

to reveal whether the new standard has supplemented in providing more transparent 

and relevant financial information for investors in improving their economic decision-

making. 

 

The study presents two results; first the content analysis shows that Swedish firms 

increased their compliance level with the disclosure requirements in IFRS 13. 

Through a median test, the study presents that the changes in firms’ compliance level 

between the observing years are significantly different. Secondly, the regression 

analysis shows that an increase in the overall disclosure level in the pre- and post 
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IFRS period reduces information asymmetry after controlling for some firm-

characteristic variables. As shown in table 6, a negative relationship exists between 

the dependent variable LogBID_ASK and the independent variable DISCLOSE with 

a coefficient of (-0,018) indicating a decrease in the bid-ask spread, and hence 

reduced information asymmetry. However, the negative relationship is not significant 

(0,973 > 0,05) thus, the hypothesis is rejected. The result should be viewed in 

connection with the study’s limitations which can only be generalizable for Swedish 

listed firms within the following sectors: banking, forestry and real estate.   

5.1 Discussion of result 

The non-significant result could imply that there is no connection to identify between 

an increased disclosure level with the adoption of IFRS 13 and information 

asymmetry. Arguably it is difficult to state whether the non-significance is due to the 

study’s smaller sample size, whether the disclosure requirements in IFRS 13 might 

have not had enough impact to reflect changes on information asymmetry, or that the 

operationalization of variables such as the disclose index could not accurately capture 

changes in disclosure level. It could also be due to the criteria scheme that might have 

not been extensive enough to formulate a disclose index from. However, the most 

likely cause of the non-significant result is probably located to the study’s main 

limitation, the smaller sample size. A smaller sample size provides with less 

explanatory power which can have a great impact on the regression output.  

 

There is also another possible explanation that could be mentioned about the Swedish 

context, prior literature had identified that Swedish listed firms were to a large extent 

voluntary adopters of international standards (Hellman, 2011) and tended to disclose 

financial information voluntarily (Cooke, 1989). Similar findings could also be found 

in this study for the disclosure requirements in IFRS 13, where Swedish listed firms in 

the sample had to a great extent, 69 per cent on average, complied with the 

requirements pre-IFRS period. The average increase with 29 per cent in disclosure 

level between the years 2012 and 2014 might have not been significant enough to 

reflect any changes on information asymmetry.  
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However, the study’s result regarding the negative relation between the overall 

disclosure level and information asymmetry is consistent with the findings of prior 

literature such as Diamond and Verrecchia (1991), Leuz and Verrecchia (2000) and  

Petersen and Plenborg (2006). Moreover, both Brown and Hillegeist (2007) and Leuz 

and Verrecchia (2000) discusses that testing the relationship between disclosure level 

and information asymmetry is empirically difficult, although the economic theory 

explains that a firm’s commitment to increased disclosure of information lowers the 

cost of capital arising from information asymmetry. Thus it is beneficial for firms to 

have lower levels of information asymmetry. Brown and Hillegeist (2007) argue that 

the concept of disclosure is abstract and subjective. Accordingly, it could be argued 

that capturing an appropriate operational definition for disclosure level may be 

problematic, and this could explain why the study did not achieve the result it 

hypothesized, apart from limitation with the smaller sample size.   

 

To answer the research question, “Does disclosure for fair value assets on level 3 

affect the information asymmetry between market participants?” the study concludes 

that it could not find evidence that the disclosure requirements in IFRS 13 have an 

affect on information asymmetry, with regards to the non-significant result. The result 

is most likely caused by the study’s smaller sample size. However, the study cannot 

exclude the possibility that an increased sample size might have resulted in a different 

outcome regarding the relation between the two variables.  

5.2 Future research 

Since the result of the study indicated a negative coefficient for the impact of 

disclosure on information asymmetry, suggestions for future research is to include 

more firms in order to increase the sample size. These firms can be within the EU, 

where the standard applies, to achieve a better overview regarding the effects of IFRS 

13 on information asymmetry. Studying the EU context could also detect country 

differences. An increased sample size could generate a more generalizable result, 

creating conditions for a statistical significant outcome. It would also be relevant to 

study more extensively how firms in various industries fulfil the disclosure 

requirements. For example whether there are some requirements firms regard as more 

important to fulfil, and whether some criteria are more difficult to achieve as the 
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result of the study revealed that there was a spread in what criterion firms had 

fulfilled. Finally, future research could test the relationship between disclosure and 

information asymmetry by extending the criteria for disclosure requirements and 

including firms that hold fair value assets on level 2.  
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Appendix 1 
IFRS	13	paragraph	93	
An	extended	version	of	criteria	for	disclosing	fair	values	applicable	for	level	3	
	
An	entity	shall	disclose	the	following	information	for	each	class	of	assets	and	liabilities	
measured	at	fair	value	(including	measurements	based	on	fair	value	within	the	scope	of	
this	IFRS)	in	the	statement	of	financial	position	after	initial	recognition:	
	
(a)	For	recurring	and	non-recurring	fair	value	measurements,	the	level	of	the	fair	value	
hierarchy	within	which	 the	 fair	 value	measurements	 are	 categorised	 in	 their	 entirety	
(Level	1,	2	or	3).	
	
(b)	For	recurring	and	non-recurring	fair	value	measurements	categorised	within	Level	2	
and	Level	3	of	 the	fair	value	hierarchy,	a	description	of	 the	valuation	technique(s)	and	
the	 inputs	used	 in	the	 fair	value	measurement.	 If	 there	has	been	a	change	 in	valuation	
technique	(e.g.	changing	from	a	market	approach	to	an	income	approach	or	the	use	of	an	
additional	valuation	technique),	 the	entity	shall	disclose	that	change	and	the	reason(s)	
for	making	it.	For	fair	value	measurements	categorised	within	Level	3	of	the	fair	value	
hierarchy,	 an	 entity	 shall	 provide	 quantitative	 information	 about	 the	 significant	
unobservable	 inputs	 used	 in	 the	 fair	 value	measurement.	 An	 entity	 is	 not	 required	 to	
create	 quantitative	 information	 to	 comply	 with	 this	 disclosure	 requirement	 if	
quantitative	unobservable	 inputs	are	not	developed	by	the	entity	when	measuring	fair	
value	 (e.g.	 when	 an	 entity	 uses	 prices	 from	 prior	 transactions	 or	 third-party	 pricing	
information	without	adjustment).		
	
(c)	For	 recurring	 fair	value	measurements	 categorised	within	Level	3	of	 the	 fair	value	
hierarchy,	a	reconciliation	from	the	opening	balances	to	the	closing	balances,	disclosing	
separately	changes	during	the	period	attributable	to	the	following:	

(i)	Total	gains	or	 losses	 for	the	period	recognised	 in	profit	or	 loss,	and	the	 line	
item(s)	in	profit	or	loss	in	which	those	gains	or	losses	are	recognised.	

	
(ii)	 Total	 gains	 or	 losses	 for	 the	 period	 recognised	 in	 other	 comprehensive	

income,	 and	 the	 line	 item(s)	 in	 other	 comprehensive	 income	 in	which	 those	 gains	 or	
losses	are	recognised.	

	
(iii)	 Purchases,	 sales,	 issues	 and	 settlements	 (each	 of	 those	 types	 of	 changes	

disclosed	separately).	
	
(iv)	 The	 amounts	 of	 any	 transfers	 into	 or	 out	 of	 Level	 3	 of	 the	 fair	 value	

hierarchy	and	the	reasons	for	those	transfers.	Transfers	into	Level	3	shall	be	disclosed	
and	discussed	separately	from	transfers	out	of	Level	3.	

	
(d)	For	recurring	and	non-recurring	fair	value	measurements	categorised	within	Level	3	
of	 the	 fair	value	hierarchy,	 a	description	of	 the	valuation	processes	used	by	 the	entity	
(including,	for	example,	how	an	entity	decides	its	valuation	policies	and	procedures	and	
analyses	changes	in	fair	value	measurements	from	period	to	period).	
	
(e)	For	recurring	fair	value	measurements	categorised	within	Level	3	of	the	
fair	value	hierarchy:	

(i)	 For	 all	 such	measurements,	 a	 narrative	 description	 of	 the	 sensitivity	 of	 the	
fair	value	measurement	to	changes	in	unobservable	inputs	if	a	change	in	those	inputs	to	
a	 different	 amount	 might	 result	 in	 a	 significantly	 higher	 or	 lower	 fair	 value	
measurement.	 If	 there	 are	 interrelationships	 between	 those	 inputs	 and	 other	
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unobservable	inputs	used	in	the	fair	value	measurement,	an	entity	shall	also	provide	a	
description	of	 those	 interrelationships	and	of	how	 they	might	magnify	or	mitigate	 the	
effect	of	changes	in	the	unobservable	inputs	on	the	fair	value	measurement.	To	comply	
with	that	disclosure	requirement,	the	narrative	description	of	the	sensitivity	to	changes	
in	unobservable	 inputs	shall	 include,	at	a	minimum,	the	unobservable	 inputs	disclosed	
when	complying	with	(d).	
	
(f)	 For	 financial	 assets	 and	 financial	 liabilities,	 if	 changing	 one	 or	 more	 of	 the	
unobservable	 inputs	 to	 reflect	 reasonably	 possible	 alternative	 assumptions	 would	
change	 fair	 value	 significantly,	 an	 entity	 shall	 state	 that	 fact	 and	 disclose	 the	 effect	 of	
those	changes.	The	entity	shall	disclose	how	the	effect	of	a	change	to	reflect	a	reasonably	
possible	alternative	assumption	was	calculated.	For	 that	purpose,	 significance	 shall	be	
judged	with	respect	to	profit	or	loss,	and	total	assets	or	total	liabilities,	or,	when	changes	
in	fair	value	are	recognised	in	other	comprehensive	income,	total	equity.	
	
(g)	For	recurring	and	non-recurring	fair	value	measurements,	if	the	highest	and	best	use	
of	a	non-financial	asset	differs	from	its	current	use,	an	entity	shall	disclose	that	fact	and	
why	the	non-financial	asset	 is	being	used	in	a	manner	that	differs	from	its	highest	and	
best	use.	
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Appendix 2 
Table	1:	Firms	in	the	sample 
	
The	following	Swedish	firms	listed	at	Nasdaq	OMX	Stockholm	Stock	Exchange	were	used	
in	the	sample:	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

Industry	 Firms	 Annual	report	
	
Real	Estate	

1.	Atrium	Ljungberg	 2012	&	2014	
2.	Fastighets	Balder	 2012	&	2014	
3.	Castellum	 2012	&	2014	
4.	Fabege	 2012	&	2014	
5.	Hufvudstaden	 2012	&	2014	
6.	Wallenstam	 2012	&	2014	
7.	Catena	 2012	&	2014	
8.	Corem	Property	Group	 2012	&	2014	
9.	Diös	Fastigheter	 2012	&	2014	
10.	FastPartner	 2012	&	2014	
11.	Heba	Fastighets	 2012	&	2014	
12.	Kungsleden	 2012	&	2014	
13.	Klövern	 2012	&	2014	
14.	Sagax	 2012	&	2014	
15.	Wihlborgs	Fastigheter	 2012	&	2014	
16.	Platzer	Fastigheter	 2014	
17.	Victoria	Park	 2014	
18.	Hemfosa	Fastigheter	 2014	
19.	D	Carnegie	&	Co	 2014	
20.	Oscar	properties	 2014	
21.	Tribona	 2014	
22.	NP3	Fastigheter	 2014	

	
Banking	

23.	Nordea	 2012	&	2014	
24.	Handelsbanken	 2012	&	2014	
25.	Swedbank	 2012	&	2014	
26.	SEB	 2012	&	2014	

	
Forestry	

27.	Holmen	 2012	&	2014	
28.	Stora	Enso	 2012	&	2014	
29.	Svenska	Cellulosa	 2012	&	2014	
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Appendix 3 
Table	2:	Result	for	criteria	fulfilment			
	
The	table	below	presents	the	data	for	conducting	the	criteria	fulfilment.	See	appendix	2	
table	1	for	names	of	firms.		
	
	

	
	
	
1	=	Fulfilled	the	criterion	
0	=	Did	not	fulfil	the	criterion	
-		=	Not	applicable	
	
	
	
	
	
	
	

	

	

	

	
	
	

Disclosure	
requirements	

Real	Estate	-	Firms	 Banking	-	Firms	 Forestry	-	Firms	

2014	 1.				2.				3.				4.				5.				6.				7.				8.				9.				10.			11.		12.		13.			14.			15.	 23.			24.			25.			26.		 27.			28.			29.	
a.	 1					1					1					1					1					1					1					1					1					1						1						1						1						1						1							 	1						1						1						1							 	1						1						1	
b.	 1					1					1					1					1					1					1					1					1					1						1						1						1						1						1	 	1						1						1						1	 	1						1						1	
c.	 1					1					1					1					1					1					1					1					1					1						1						1						1						1						1	 	1						1						1						1	 	1						1						1	
d.	 1					1					1					1					1					1					1					1					1					1						1						1						1						1						1	 	1						1						1						1	 	1						1						1	
e.	 1					1					1					1					1					1					1					1					1					1						1						1						1						1						1	 	1						0						0						1	 	1						1						1	
f.	 -							-						-						-						-					-						-						-						-						-							-								-							-							-						-	 		-						-							-							1	 	-							-							-	
g.		 -							-						-						-						-					-						-						-						-						-							-								-							-							-						-	 		-						-							-							-	 	-							-							-	
2012	 1.				2.				3.				4.				5.				6.				7.				8.				9.				10.			11.		12.			13.			14.			15.	 23.			24.			25.			26.	 27.			28.			29.	
a.	 0					0					0					0					0					0					0					0					0					0						0						0						0						0						0	 	1						1						1						1	 	0						0						0	
b.	 1					1					1					1					1					1					1					1					1					1						1						1						1						1						1	 	1						1						1						1	 	1						1						1	
c.	 0					1					1					1					1					1					1					1					1					1						1						1						1						1						1	 	1						1						1						1	 	1						1						1	
d.	 1					1					1					1					1					1					0					1					1					0						1						1						1						0						1	 	0						0						0						1	 	1						1						0	
e.	 1					0					1					1					1					1					0					1					1					0						0						1						1						0						1	 	1						0						1						1	 	1						0						1	
f.	 -					-					-					-				-				-					-					-					-				-					-						-					-						-					-	 	-					-						-					1	 	-						-					-	
g.	 -					-					-					-				-				-					-					-					-				-					-						-					-						-					-	 	-					-						-					-	 	-						-					-	
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Appendix 4	
Table 3: Normality test and histogram  

 
Tests of Normality 

 

Kolmogorov-Smirnova Shapiro-Wilk 

Statisti
c df Sig. Statistic df Sig. 

LogBID_ASK ,119 51 ,071 ,971 51 ,251 
LogPRICE ,080 51 ,200* ,966 51 ,148 
LogTURN ,111 51 ,164 ,959 51 ,078 
LogSTD_RET ,124 51 ,047 ,961 51 ,096 
LogFF ,130 51 ,031 ,949 51 ,028 
DISCLOSE ,307 51 ,000 ,775 51 ,000 
POST ,374 51 ,000 ,630 51 ,000 
*. This is a lower bound of the true significance. 
a. Lilliefors Significance Correction 
 
 
 

 
 

 
 
 

 
 


