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ABSTRACT

The main objective of financial reporting is to provide useful information to the
investors for investment decisions making. Timely and reliable interim financial reporting plays
an important role for stakeholders. This paper provides insight into the usefulness of interim
financial reports and the perceptions of different type of Indian investors on the usefulness of
these reports of listed Indian companies. The study uses the questionnaire survey method to
gauge the different type of investor’s perception on the use and usefulness of interim financial
reports. The results demonstrate that investors perceive the items disclosed in the interim
financial reports as important for their investment decision-making. The study found evidence
that investors regard interim financial report as the 2nd most important financial information
source after the annual reports. The findings show that Indian investors relied on interim
reports to predict the forthcoming annual financial results and to evaluate management
performance; however there is a disagreement with regards to the main purposes of interim
financial reports among the different classes of investors. The net profit, earnings per share
and turnover are the most important and useful disclosure items in the interim financial reports.
The study concludes that the relative usefulness of interim financial reporting would depend on
the different type of Indian investors. Lastly, the findings may be useful to interim reports
preparers to perceive the importance of each disclosure item for the investors as well as to
regulators in making regulations on interim financial reporting.
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Introduction
Interim financial reporting has become an important subject of financial reporting in

India since 1988 when the amendments in Clause 41 of the listing agreement introduced the
requirement of publishing unaudited half-yearly results with effect from March 1988 and
publication of unaudited quarterly results with effect from June 1998 by companies listed on
the Stock Exchange. The main objectives of interim financial reporting are to provide financial
information to investors for investment decisions making, to minimize the investment risk for
investors and to improve accountability and corporate governance among companies. The
reliable and timely interim financial reporting enhances the ability of different stakeholders to
understand corporate earnings, cash flows, liquidity and financial condition.
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In February 1998, the International Accounting Standards Board (IASB) issued an
accounting standard IAS 34 for the first time on the international arena on Interim Financial
Reporting to be effective from 1st January 1999 to provide the principles for recognition and
measurement in the interim financial statements, to prescribe the minimum content of an
interim financial report to enhance the interim financial disclosure. In India the Council of the
Institute of Chartered Accountants of India has issued an accounting standard (AS 25) on
Interim Financial Reporting comes into effect from 1st April 2002.

It is clear that there is general agreement that there is a need to improve the extent of
disclosure information in interim financial reports. The review of the literature reveals that not
much ink has been split on to gauge the investor’s perception on use and usefulness of interim
financial reporting. Most of survey based studies concentrated on annual financial reporting.
This study focused on the examining the perceptions of Indian investors on the use and
usefulness of interim financial reporting. It differs from most other studies because the views of
various types of investors were observed with respect to their perceptions of using interim
financial reports.

Based on the foregoing discussion, this study attempt to investigate the perceptions of
Indian investors on the purpose and usefulness of interim reports and the usefulness of key
information items disclosed in the interim reports. Now-a-days, it is more significant because it
will highlight the important disclosure items that investors find most useful and this investigates
could help various stakeholders such as preparers, users and regulators of interim financial
reporting and companies concentrate on information that is of value to investors. As this is one
of the first very few survey based studies that examine the purpose and usefulness of interim
financial reporting perceived by Indian investors, it should make a significant contribution to the
field of financial accounting in the country and will act as a basis for further studies on interim
financial reporting.
Objectives of the Study

The main objectives of this study are:
 To gauge the perceptions of the various type of investors on the use and usefulness of

interim financial reports in India.
 To gauge the perception of the different type of investors on the importance of different

sources of financial information.
 To measure the importance and utility of key information items disclosed in the interim

financial reports.
 To provide insights to preparers, users, researchers and regulators of interim report on

interim financial disclosure in India.
Hypotheses of the Study

In this study the following hypotheses were developed and are disclosed in their null
forms as follow:
 Investors perceive the interim financial reports useful and used as a basis for making

investment decisions about a company.
 Investors perceive the disclosure of financial information in the interim reports as

adequate and useful.
 There are no statistical significant differences among the different classes of investors

with regards to their perception on usefulness of interim financial reports
 There are no statistical significant differences among the different type of investors

with regards to their perception on the different sources of financial information.
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 There are no statistical significant differences in the perceptions of different types of
investors towards the relative importance and utility of items disclosed in interim
financial reports.

Literature Review
The different scholars have conducted user surveys regarding the usefulness of interim

financial reporting in the past. I have used their survey-based studies to review in this part.
Cerf (1961) observed that the interim report is one of the main sources of information.

The other main source of information includes the annual financial reports, direct collection of
information from management, and broker’s or investor’s studies on industries and
corporations. Similarly, Taylor (1965) also reached the same conclusion when he gave top
priority to the interim report while terming it to be a useful information source for financial
analysts for investment purposes in his questionnaire survey in the United States of America.
Newell (1969) conducted a study and found that 81% persons who were involved in financial
analysis found the interim reports useful or very useful. Edwards et al. (1972) conducted
interviews with financial analysts and investment executives and officials of financial
institutions. The financial analyst and investment executive found that interim reports are very
useful and required to see the expansion of interim reports such as annual reports. Lee and
Tweedie (1975, 1981) observed that private shareholders and institutional investors gave
utmost importance to interim reports while making decisions regarding investment.

Lunt (1982) in his study on respondents such as preparers, auditors, users and
regulators showed the negative reactions towards quarterly reporting. The respondents were of
opinion that quarterly reports were unreliable and cost too much. Day (1986) on the basis of his
study reached to the conclusion that the investors were interested in greater interim disclosures
to help them forecast annual earnings. The Institute of Chartered Accountants in Ireland’s
Financial Reporting Commission (1922) revealed the fact that some users were in favour of the
quarterly publication of interim reports while others were interested in the publication of more
formal half-yearly reporting. AICPA (1994) revealed that users were interested in knowing more
interim segment reporting, and also in an interim statement of cash flow. Hussey and Wolfe
(1994) conducted interviews in the UK with individual investors and found that individual
investors gave little importance to the interim reports. Ku NorIzah and Zuaini (1995) also found
that financial analysts given third place to interim reports in investment decision making. The first
two were the annual financial reports and direct contacts with the corporate management. AL-
Bogami (1996) found in his survey that the quarterly financial reports were used by most of the
investors and helped them in making decisions but the contents of the interim reports were not
helpful enough as users required more disclosure. Bartlett and Chandler (1997) observed in their
survey in UK that 70% of the individual investors just read the interim reports but it could not be
concluded whether it was  useful or not.

Abdul Rahman (1998) in his survey found that for the financial analysts, interim
reports were the third major source of information while the annual reports were the sixth.
Barker (1998) found that for financial analysts the interim reports along with the annual report
and direct contacts with companies were regarded as the most important source of
information. Fund managers gave priority to their meetings with senior company management
as compared to the interim reports.

Ku nor Izah and Chandler (2004) found the in Malaysia almost all companies
published their reports near the deadlines. Ismail and Chandler (2005) observed that quarterly
reports were used and useful but not the most sought-after sources of information. Musa
Magena et al. (2007) in their survey found that both financial analysts and fund managers
regarding the perception on interim reports about profit or loss in connection to disclosed items
along with cash flow statement sections were of utmost importance. There were similarities in
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the response of financial analysis and fund managers with regard to the relative importance of
items in the profit and loss account, balance sheet, cash flow statements and accounting
policies and notes. However, significant differences were also noticeable between two groups
with respect to information provided by the management. Md. Tofael Hossain Majumder et al.
(2012) in their survey found that there was evidence regarding the fact that the interim financial
reports are considered more useful than the annual reports. The investors also relied on
interim financial reports to estimate the forthcoming annual results. The most important items
among the items of disclosure in the quarterly financial reports were the earnings per share
and current year prospects.  The study concluded that the usefulness of quarterly financial
reporting would depend on the different type of investors.
Methodology of the Study
 Research Technique

In this study a questionnaire survey method was used to obtain the perception of
different types of investors on interim financial reports. Questions were designed to examine
investors’ perception on use and usefulness of interim financial reports for investment decision
making about a company.
 Sample Selection

In developing a sample investors were classified into three groups as suggested by
Edwards et al. (1972), viz., scanners, trackers, and sophisticates.

 Scanners are those investors who have a general interest in a particular
company, make a cursory review of the interim period activities and warrant a
reading of annual and interim reports for mental comparisons and evaluation.

 Trackers are those investors who would generally maintain a formal record of the
financial activities and operating results of companies. Tracking is done on an
interim basis and comparison between the forecast and actual results will be made.

 Sophisticates normally conduct an in-depth analysis of the operation of the firm.
Users in this group will normally conduct a continuous analysis that requires
substantial familiarity with the industry. Generally, the analysis will be followed by
a written report, a recommendation or a decision, later to be used by other users.
Thus, sophisticates has a large influence on the decisions made by other users.

This classification is important because it gives an indication of how intensive the
analyses of interim reports are made by the users. Varying levels of analysis are anticipated to
affect their attitudes towards interim financial reporting and will help answer the question of
whether there are significant differences among the different classes of investors with regards
to their perception on use and usefulness of interim financial reports.
 Data Collection

The study used primary data collected through questionnaire. The study measure
investors perception based on a Likert scale of 1=strongly disagree, 2=disagree, 3=undecided,
4=agree and 5=strongly agree. The investors were first asked whether they use the interim
financial reports for making decisions about a company. Investors who use the interim reports
were asked to specify themselves either as scanners, trackers or sophisticates. A list of six
objectives of interim financial reporting was presented in the questionnaire to examine the
perception of Indian investors with regards to the use of interim financial reporting. Investors
were asked to specify the extent, to which they agree with each of the six objectives of interim
financial reporting. The next question evaluates usefulness of interim financial reports to
investors. In this regard, this study examines the perceptions of users on the importance and
utility of interim financial reporting and the significance of seven other sources of financial
information in making their decisions. Next, this study provides perceptions of users towards
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the usefulness of each of the 17 key mandatory disclosure items in the interim financial reports
selected based on the Listing Requirements and review of the literature. Users were asked to
state their perceptions with regards to the utility of quarterly reporting using a Likert-scale. The
means of the responses were calculated for different group of investors for each item. The
mean scores act as a basis for comparison between the different group of investors and for
ranking the usefulness of each information item.

The questionnaire was mailed to 216 different types of investors. In total 102 (47.22%)
were returned and of these, 90 were fully completed and usable questionnaires, representing
41.67 per cent response rate. This response rate compares well with other similar studies.
Analysis and Findings
 Profile of Investor Respondents

The Distribution of respondents according to different type of investor is given in table 1.
Table 1: Distribution of Respondents According to Type of Investor

Type of Investor Frequency Percent
Scanners 25 27.78
Trackers 35 38.89
Sophisticated 30 33.33

Total 90 100

Of the 90 usable questionnaires completed by different types of active investors of
interim financial reports, 25 (representing 27.78%) of them were scanners, 35 (38.89%)
trackers and 30 (33.33%) sophisticates.
Perception of Investors on the Purpose of Interim Financial Reporting

Table 2 shows the ranking for six purposes of interim financial reports according to the
three types of investors identified in the study. The purposes reflect how interim financial
reports are used in making their investment decisions among investors.

Table 2: Uses of Interim Financial Reports According to Type of Investors
S.

No. Purpose of Interim Reporting
Scanners

Mean
(Rank)

Trackers
Mean

(Rank)
Sophisticated
Mean (Rank)

Overall
Mean

(Rank)
1 To estimate the forthcoming annual result 3.28 (2) 3.14 (3) 3.56 (2) 3.33 (1)
2 To evaluate management performance 3.40 (1) 3.25 (2) 3.12 (4) 3.26 (2)
3 To provide the feedback information

concerning financial performance for
comparison with earlier expectations’

3 (4) 3.50 (1) 3.24 (3) 3.25 (3)

4 To predict results for beyond current annual
period 2.84 (5) 3 (4) 3.60 (1) 3.15 (4)

5 To ascertain turning points in earning trend or
liquidity 3.11 (3) 2.95 (5) 3.05 (5) 3.04 (5)

6 To determine the appropriate discount and
growth rates for use in evaluating security
prices

2.64 (6) 2.85 (6) 3 (6) 2.83 (6)

The results show that investors regard to estimate the forthcoming annual results as
the main purpose of interim financial reports followed by evaluation of management
performance and provide feedback information concerning financial performance for
comparison with earlier expectations. The results also show that to forecast results for beyond
current annual period and to ascertain turning points in earning trend or liquidity are important
purposes of interim financial report because the average scores are greater than or equal to 3.
The least important purpose of interim financial reporting is perceived to be ‘to determine the
appropriate discount and growth rates for use in evaluating security prices’.
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The findings show that there is a disagreement among the different types of
investors with regards to the main purposes of interim financial reports. Scanners believe
that the main objective of interim financial report is to evaluate management performance;
According to Trackers the main objective of interim financial reports is to provide the
feedback information concerning financial performance for comparison with earlier
expectations. Sophisticates believe that the main objective of the report is to predict results
for beyond current annual period.
Sources of Financial Information and their Importance

Table 3 presents the findings on the use of interim financial reports in comparison with
other sources of financial information known to be useful to users in making their investment
decisions.

Table 3: Perception of the Importance of Different Sources of
Financial Information according to the Type of Investors

S.
No. Sources of Information

Scanners
Mean
(Rank)

Trackers
Mean
(Rank)

Sophisticated
Mean (Rank)

Overall
Mean
(Rank)

1 Annual report of companies 3.36 (2) 3.40 (1) 3.18 (3) 3.313 (1)
2 Interim financial reports of

companies 3.39 (1) 3.25 (3) 2.95 (6) 3.197 (2)

3 Prospects of companies 3.30 (3) 3.12(4) 2.90 (7) 3.107 (3)
4 Stock broker advice and report 3.25 (4) 2.80 (7) 3.05 (5) 3.033 (4)
5 Corporate press release 2.40 (8) 3.28 (2) 3.14 (4) 2.94 (5)
6 Visit to companies 2.52 (6) 3.01 (5) 3.28 (1) 2.937 (6)
7 Communication with management 2.51 (7) 2.97 (6) 3.25 (2) 2.91 (7)
8 Information available on company

webpage other than annual and
interim reports

2.95 (5) 3.12  (4) 2.52 (8) 2.863 (8)

The results revealed that interim financial reporting is useful as a source of financial
information to the users with the overall mean score of 3.197 and it is the second most
important source of financial information. However, interim financial reporting is ranked as the
first most important source of financial information by scanners, third by trackers and sixth by
sophisticates. The mean scores revealed that the perceived usefulness of interim financial
reporting would depend on how intensively an investor makes use of the interim reports. As
the main users of interim financial reports (mean score of 3.39), scanners value interim
financial reporting more than do the other users and it is useful to state that interim financial
reports constitute the least important source of information to the sophisticates.

The findings show that users generally perceive annual reports to be more useful
source of information than the interim financial reports. This appears to support the contention
that interim financial reports are less useful than the annual reports because the former is
more susceptible to random fluctuations incorporates seasonal elements and is not audited
(Givoly and Ronen 1981). The average scores greater than or equal to 3 reveals that
prospects of companies, stock broker advice and report are important source of information.
The least overall important information source is communication with management and
information available on company webpage other than annual and interim reports.
Usefulness of Items of Disclosure in the Interim Financial Reports

Users were asked to rate the usefulness of 17 key items of disclosure in the interim
financial reports to evaluate the usefulness of each item of disclosure. Table 4 presents the
investors perception of the utility of items of disclosure of financial information in order to the
relevance of each items.



Dr. Ramdhan Saini & Dr. Prakash Sharma: Investor Perception on the Usefulness of Interim Financial..... 57

Table 4: Overall Perception of the Usefulness of Items of Disclosure

S.
No. Sources of Information

Scanners
Mean
(Rank)

Trackers
Mean
(Rank)

Sophisticated
Mean (Rank)

Overall
Mean
(Rank)

1 Net profit 3.95(1) 3.85 (1) 3.56(1) 3.79 (1)
2 Turnover 3.71 (2) 3.80 (2) 3.21(7) 3.57 (2)
3 Earnings per share 3.35 (5) 3.75 (3) 3.50(2) 3.53 (3)
4 Net profit from ordinary activities 3.30 (6) 3.50(4) 3.42(3) 3.41 (4)
5 Issuances and repayment of

debt and equity items 3.11 (9) 3.42(6) 3.32(5) 3.28 (5)

6 Interest expenses 3.25 (7) 3.50 (4) 3.05(11) 3.27 (6)
7 Amount and nature of

extraordinary items 3.20 (8) 3.25 (7) 3.08 (10) 3.18 (7)

8 Review of performance 3.42 (4) 2.80 (13) 3.10 (9) 3.11 (8)
9 Current year prospects 3.50 (3) 2.65 (16) 3 (12) 3.05 (9)
10 Segmental information 3.05 (11) 2.90 (11) 3.15  (8) 3.03 (10)
11 Review of performance 2.71 (16) 2.95 (10) 3.40 (4) 3.02 (11)
12 Breakdown of borrowings 2.95 (13) 3.10 (8) 3(12) 3.017 (12)
13 Cash 2.69 (17) 3 (9) 3.25(6) 2.98 (13)
14 Amount and breakdown of long

term liabilities 3.10 (10) 2.75 (14) 2.85 (16) 2.90 (14)

15 Amount and breakdown of
current assets 3 (12) 2.85 (12) 2.82 (17) 2.89 (15)

16 Profit before tax, minority
interest and extraordinary items 2.90 (14) 2.71(15) 2.95 (14) 2.85 (16)

17 Amount and breakdown of
current liabilities 2.85 (15) 2.65 (16) 2.90(15) 2.80 (17)

The table shows that there seems to be little variation between the mean score of one
item to the next item in the rank. In view of the utility of the disclosure items according to their
overall mean scores net profit is the most useful item of financial disclosure in the interim
financial reports followed by turnover, earnings per share, net profit from ordinary activities and
issuances and repayment of debt and equity items. The least useful items of interim financial
reports is amount of current liabilities followed by, profit before tax, minority interest and
extraordinary items, amount of current assets,  amount of long term liabilities and cash.

The findings show that there is a consensus among the different type of investors with
regards to their perception of the most useful items while there is a disagreement with regards
to the least useful items of interim financial reports. All the three types of investors perceive net
profit as the most useful disclosure item in the interim financial reports. The least important
items of disclosure to the scanners is cash while the trackers view current year prospects and
amount of current liabilities as least useful; the sophisticates consider amount of current assets
to be least consequential item in the interim financial reports.
Conclusion

It may be concluded from this study that information items disclosed in interim financial
reports are useful and used by investors for their investment decision making process, but
their usefulness based on their respective needs varies among different types of investors -
scanners, trackers, and sophisticates. On the whole, investors regard interim financial report
as the 2nd most important source of financial information. Annual reports appear to be more
useful than interim financial report despite the fact that the latter is timelier. One explanation is
that interim financial reports are not audited thus perceived to be less reliable and susceptible
to income manipulation. The study reveals that pre-eminently; investors rely on interim
financial reports to estimate the forthcoming annual results. The study provides evidence that
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net profit is the most important items to investors of all the items of disclosure in the interim
financial reports. The results also indicate that there is a little consensus among the three
groups of investors with regards to their perception of the relative usefulness of disclosure
items of interim financial reports.

Lastly, the findings of this paper would also help preparers of interim reports to
understand the importance and usefulness of each item of the financial information to the
investors and to prepare interim reports according to the needs of the users. The study will
open up avenues for further studies on interim financial reporting not only in India, but also in
other countries where still lacks of empirical research in this area of study. This study will
enhance the awareness of the various stakeholders towards interim financial reporting.
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