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Research on the use of OCI 

 
Purpose of the Paper 

1. The purpose of this paper is to report on the procedures and key findings relating 

to our research on the use of OCI.   

2. The IASB staff requested that we research the use of OCI.  The purpose of the 

request was for the IASB to understand the extent to which OCI has been used 

internationally when preparing consolidated financial statements in accordance 

with IFRSs. 

3. Specifically, we have been requested to investigate the followings: 

(a) How large accumulated OCI (AOCI) balances compare to total equity, for each 

type of OCI (such as available-for-sale financial assets, pension liabilities, 

foreign currency translation, revaluations of property, plant and equipment); 

(b) How large OCI balances for the year compare to profit or loss and to 

comprehensive income amounts, for each type of OCI; 

(c) How large recycling adjustments compare to profit or loss, for each type of OCI; 

and 

(d) Whether, and how, the information given under the points above varies by 

industry and by country. 

4. Having considered the relative population of multinational companies, we also 

reviewed relevant figures for companies that prepare consolidated financial 

statements in accordance with US GAAP and Japanese GAAP.  

 
Our Procedures 

5. We selected sample companies from the latest list of the Fortune Global 500, 

which was published in July 20121.  The number of selected companies that 

prepared consolidated financial statements in accordance with IFRSs (hereinafter 
                                                 
1 For the list of Fortune Global 500 companies for the year 2012, please refer to the following link: 
http://money.cnn.com/magazines/fortune/global500/2012/full_list/  
  

http://money.cnn.com/magazines/fortune/global500/2012/full_list/
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IFRSs companies’) was 1782.   

6. As a supplementary analysis, we carried out the same exercise for 148 companies 

that prepared consolidated financial statements in accordance with US GAAP 

(hereinafter ‘US GAAP companies’), and 44 companies that prepared 

consolidated prepared financial statements in accordance with Japanese GAAP 

(hereinafter ‘Japanese GAAP companies’). There companies were also included 

in the Fortune Global 500 list.  

7. For the selected sample of companies we obtained publicly available information, 

such as annual reports, from the companies’ websites.  We then calculated ratios, 

and analysed the factors which affected those ratios. 

8. In our analysis, we calculated the following ratios relating to OCI figures (or 

AOCI balances) for each year (or as at year-end): 

(a) Ratios of AOCI balances to total equity 

(i) Ratio relating to an individual company: 

absolute figure of AOCI balances for each type of OCI 

absolute figure of equity balances 

(ii) Ratio relating to all companies: Average the ratios relating to 

individual companies and calculate the standard deviation from the 

ratio relating to each individual company 

(b) Ratios of OCI figures to profit or loss/comprehensive income for the year 

(i) Ratio relating to individual company:  

absolute figure of OCI for each type of OCI 

absolute figure of profit or loss/comp. income for the year 

                                                 
2 In the selection of sample companies we excluded several companies, although they prepared financial 
statements under IFRS, primarily because extremely low figures of total equity/profit or loss for the year 
may result in extraordinary ratios; thus obscuring the overall statistics. 
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(ii) Ratio relating to all companies: Average the ratios relating to 

individual companies and calculate the standard deviation from 

the ratio relating to each individual company 

(c) Ratios of reclassification adjustment (or recycling) figures to profit or loss for 

the year 

(i) Ratio relating to individual company:  

absolute figure of recycling for each type of OCI 

absolute figure of profit or loss for the year 

(ii) Ratio relating to all companies: Average the ratios relating to 

individual companies and calculate the standard deviation from 

the ratio relating to each individual company 

Key Findings 

Key Findings from our Analysis on IFRSs Companies 

9. Agenda Paper 10.2B: Research on the Use of OCI details the ratios calculated 

from our research.   The following paragraphs provide the key findings based on 

our analysis of the ratios relating to all companies. 

Analysis of the ratios of AOCI to total equity 

Overall Comments 

10. The ratios of AOCI balances to translation adjustments were the highest 

(2010:3.8%, 2011:3.6%).  This was because the sample companies were selected 

from Fortune Global 500 companies, which consisted of global corporations that 

have large investments in foreign subsidiaries.  In addition, the OCI balances are 

exposed to the accumulated effects of the fluctuations in exchange rates over the 

long term.   

11.  The ratios of AOCI balances to available-for-sale financial assets were the 
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second highest (2010:1.4%, 2011:2.0%).  The changes in the fair value of the 

available-for-sale financial assets had been accumulating since the companies 

first purchased the assets. The fair values of available-for-sale financial assets 

were affected by the fluctuations in interest rate and of capital markets.  In 

particular, the sovereign debt crisis led to the decline in the fair value of 

sovereign government bonds in 2010 and 2011.   

12.   The ratios of AOCI balances to cash flow hedges were relatively low 

(2010:0.6%, 2011:0.9%).  Due to the shorter term investment time-frame, the 

effects of the fluctuations in the fair value of hedging instruments were not as 

large as those noted above.  In some cases, the contract terms of the interest rate 

swap/cross currency swap were long because the term of the receivables/debts 

designated as hedged items was long, but we found that generally, the contract 

term of foreign forward contracts were short. 

13. The ratios of AOCI balances to revaluations of property, plant and equipment 

were found to be immaterial (2010:0.0%, 2011:0.0%).  Only seven of the selected 

companies had AOCI balances to revaluations of property, plant and equipment. 

Available-For-Sale Financial Assets 

14. Except for a few companies that had early adopted IFRS 9 Financial Instruments, 

most of the sample companies accounted for financial instruments in accordance 

with IAS 39 Financial Instruments: Recognition and Measurement.  

15. Under IAS 39, available-for-sale financial assets are measured at fair value on the 

balance sheet and subsequent changes in the fair values are not presented in the 

profit or loss, instead they are presented in OCI.  Associated AOCI figures are 

recycled from equity to profit or loss when the financial assets are derecognised 

or impaired. 

16. When analysing the ratios by country, the country with the highest ratio in 2011 

was Italy (11.3%). The high ratios relating to the Italian companies were mainly 

due to a rise in interest rates caused by the downgraded credit ratings of Italian 

sovereign bonds. There were no indicators of impairment. 

17. When analysing the ratios by industry, the three sectors with the highest ratios in 

2011 were ‘Other sectors’ (9.6%), ‘Real estate’ (6.3%) and ‘Insurance’ (5.2%).  
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The high ratio in the ‘Other sectors’ were due to a postal company included in the 

group, which had a large negative AOCI balance relating to Italian sovereign 

bonds.  The high ratio in the real estate sector was primarily due to a Spanish 

company that had a large AOCI balance related to an investment in an electricity 

company.  The ratio relating to the insurance companies was high. This could 

have resulted from the companies investing in longer-term securities. 

Cash Flow Hedges 

18. Under IAS 39, hedging instruments designated as cash flow hedges are measured 

at fair value. The portion of gains or losses on hedging instruments for which an 

effective hedging relationship exists is recognised in OCI; the associated AOCI 

figure is recycled from equity to profit or loss in the same period(s) that the 

hedged items affects the profit or loss. 

19. The ratios relating to cash flow hedges were relatively low.  When analysing the 

ratios by country, the ratio relating to the Dutch companies was relatively high 

(3.4%) in 2011.  This was mainly because a company in the aerospace & defence 

sector had a large AOCI balance, which related mostly to foreign currency 

derivative contracts on future sales. 

20. When analysing the ratios by industry, the ratio relating to ‘Aerospace & defence’ 

was highest (6.9%) in 2011.  This is for the same reason explained in paragraph 

19. 

21. Although the companies in the banking and capital markets sector had large 

AOCI balances due to interest rate swaps and cross currency swaps frequently 

being designated as hedging instruments, their ratios were low.  This was because 

total equity balances were also large in the sector. 

Translation Adjustments 

22. Under IAS 21 The Effects of Changes in Foreign Exchange Rates, changes in the 

value of a net investment in a foreign subsidiary or associate are not presented in 

profit or loss, but instead are presented in OCI. The associated AOCI figure is 

recycled from equity to profit or loss on the disposal of the foreign operation.  

23. When analysing the ratios by country, the three countries with the highest ratios 
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in 2011 were Switzerland (16.1%), Japan (14.4%) and Belgium (12.5%). The 

companies whose functional currency was the Swiss Franc or the Japanese Yen 

had significant negative AOCI balances due to the appreciation of these 

currencies over recent years.  The high ratio for Belgian companies was due to a 

retail company that had investments in the US which caused a large AOCI 

balance, while total equity was relatively small. 

24. We have omitted the analysis by industry as the analysis by country is more 

relevant and provides more meaningful and useful information. 

Revaluation of property, plant and equipment 

25. Only seven companies had AOCI balances relating to the revaluation of property, 

plant and equipment.  We have omitted further analysis due to immateriality. 

Analysis of the ratios of OCI to profit or loss for the year 

Overall Comments 

26. The ratios of OCI figures to translation adjustments (2010:26.4%, 2011:14.5%) 

were the highest mainly due to the volume of the investments in foreign 

subsidiaries and the fluctuations in exchange rates.  We performed the analysis by 

country, as detailed in paragraph 35. 

27. The ratios of OCI figures to available-for-sale financial assets were also high 

(2010: 12.5%, 2011:17.6%).   The fair value of available-for-sale financial assets 

was affected by the fluctuations in interest rates and of the capital markets.  In 

particular, the ratios were high partly due to the decline in the fair value of 

sovereign government bonds in the year we analysed. 

28. The ratios of OCI figures to cash flow hedges were smaller than those relating to 

translation adjustments and available-for-sale financial assets (2010:7.3%, 

2011:6.0%).  This was partly due to the volume of the transactions related to cash 

flow hedges. 

29. The ratios of OCI figures to pension liabilities (2010:7.0%, 2011:8.5%) were 

almost the same as the ratios of OCI to cash flow hedges.  OCI figures relating to 

pension liabilities were affected by the fluctuation in interest rates which results 
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in a change in the discount rate and the conditions of capital markets.  The 

increase in the ratio in 2011 was mainly due to the decline in the discount rate. 

30. The ratios of OCI figures to revaluations of property, plant and equipment were 

found to be immaterial (2010:0.0%, 2011:0.0%). Only five companies recognised 

OCI figures relating to revaluations of property, plant and equipment. 

Available-For-Sale Financial Assets 

31. When analysing these ratios by country, the country with the highest ratio in 2011 

was Italy (50.7%). The reasons for this are as described in the analysis of AOCI 

figures in paragraph 16. 

32. When analysing the ratios by industry, the two sectors with the highest ratios in 

2011 were ‘Insurance’ (55.2%) and ‘Banking & capital markets’ (44.6%).  The 

ratios in those sectors were significantly affected by the sovereign debt crisis.  

Cash Flow Hedges 

33. When analysing the ratios by country, the ratio relating to the Dutch companies 

was relatively high (16.4%) in 2011. This was partly because an insurance 

company recognised a large OCI amount in connection with fixed rate interest 

rate receiver swap contracts, where the interest rate declined. 

34. When analysing the ratios by industry, the ratios in 2011 were generally low.  

The ratio in the aerospace & defence sector was high (133. 1%) in 2010 mainly 

because a Dutch company recognised OCI figures relating to foreign currency 

derivative contracts on future sales when profit for the year was relatively low.  

The high ratio relating to the airlines sector (110.2%) in 2010 was mainly due to 

the low levels of profit or loss for the year. 

Translation Adjustments 

35. When analysing the ratios by country, the three countries with the highest ratios 

in 2011 were Canada (47.6%), Brazil (33.6%) and Japan (32.6%).  The high ratio 

relating to the Canadian companies was mainly due to the low levels of profit or 

loss for the year. The high ratio relating to the Brazilian companies was caused 

primarily by a company that selected US dollars as its presentation currency 
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while the functional currency of the parent company was the Brazilian Real. Thus, 

a significant OCI amount was recognised in connection with the equity of the 

parent company.  The high ratio relating to the Japanese companies was due to 

the appreciation of the Japanese Yen.  In 2010, the companies in the Euro zone 

reported large OCI figures due to the weaker Euro. 

36. We have omitted the analysis by industry as the analysis by country is more 

relevant and provides more meaningful and useful information. 

Pension Liabilities 

37. All sample companies accounted for defined benefit plans under IAS 19 (2004) 

Employee Benefits. 

38. Approximately 100 of the 178 companies analysed, applied the accounting policy 

of recognising actuarial gains and losses in OCI in the period in which they occur, 

in accordance with IAS 19 (2004).  Under IAS 19 (2004), actuarial gains and 

losses are not recycled. 

39. When analysing OCI figures by country, we found that the ratios relating to the 

UK companies were high because these companies had large pension schemes.  

In 2010, several UK companies recognised large OCI amounts in connection with 

the change in the inflation rate. In 2011, most of the UK companies recognised 

large OCI figures due to the decrease in the discount rates and the lower returns 

on the plan assets. 

40. We have omitted the analysis by industry because the analysis by country is more 

relevant and provides more meaningful and useful information. 

Analysis of the ratios of OCI to comprehensive income for the year 

Overall Comments 

41. The ratios of OCI to comprehensive income for the year fluctuated drastically. As 

discussed above, OCI balances resulting from business operations can be 

significant. Once these significant amounts are added or subtracted from the 

profit and loss figure, the resulting comprehensive income balance can vary 

considerably from the original profit or loss figure. As a result, there was no 

discernible patterns or consistency in the ratios of OCI to comprehensive income. 
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Analysis of the ratios of recycling adjustments to profit or loss for the year 

Overall Comments 

42. The ratios relating to available-for-sale financial assets were high (2010:2.6%, 

2011:12.3%).  This ratio will be significant when large investments were 

disposed of or impairment losses were recognised.  In 2011, the ratio relating to 

available-for-sale financial assets was high mainly because several European 

banks and insurance companies recognised impairment losses in connection with 

Greek sovereign bonds. 

43.  The ratios relating to cash flow hedges (2010:2.6%, 2011:2.8%) and translation 

adjustments (2010:1.4%, 2011:0.9%) were found to be low.  

Key Findings From Our Analysis Of US GAAP Companies  

44. Appendix B of Agenda Paper 10.2B: Research on the use of OCI shows ratios 

resulting from our supplementary research.   The following paragraphs provide 

our key findings.  

Pension Liabilities 

45. AOCI/OCI figures relating to pension liabilities had a large affect on the ratios.  

Specifically, we observed high ratios of OCI figures associated with pension 

liabilities, mainly due to changes in discount rates in 2011.  

Key Findings from our Analysis of Japanese GAAP Companies 

Available-For-Sale Financial Assets 

46. Japanese GAAP companies had large AOCI balances relating to available-for-

sale financial assets partly due to their cross-holdings of shares.  Specifically, 

companies in the insurance sector had significant positive balances in this regard.  

Translation Adjustments 

Most Japanese GAAP companies had large AOCI balances due to the appreciation of 

the Japanese Yen over recent years. 
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