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Objective of the session
To encourage debate among IFASS 
members about the subsequent 
accounting for goodwill by: 
Sharing the update of the quantitative study 

on goodwill and impairment
Discussing the nature of goodwill and its 

implications to the subsequent accounting for 
goodwill
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Update on the 
Quantitative 
study
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Quantitative study: Background
Scope
 Preliminary results based on the data from 2014 to 2018, update of:

 2016 ASBJ research paper No. 2 “Quantitative Study on Goodwill and 
Impairment” which was:

• based on the data from 2005 to 2014
• conducted jointly with the European Financial Reporting Advisory Group 

(EFRAG) secretariat 

 Scope of companies
 The stock market indices of:

• the United States (the S&P 500 index)
• Europe (the S&P Europe 350 index)
• Hong Kong (the Hang Seng Composite index)
• Japan (the Nikkei 225 index, for companies applying IFRS)

Objective
 To facilitate the discussions related to the subsequent accounting for 

goodwill 
 by providing quantitative data & illustrate the trends in the amounts of goodwill 

and impairment 
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Summary of the preliminary results
1. From 2014 to 2018, total goodwill and total goodwill per 

company tended to increase steadily in all stock market indices

2. In 2018, the following recognised goodwill that exceeded 100% 
of their net assets (book value of equity):
 18.7% of companies that constituted the stock market index of the 

United States; and

 10.3% of companies that constituted the stock market index of Europe  

3. Some companies recognised goodwill that exceeded 100% of 
their market capitalisation (market value of equity)
 although the number of those companies was relatively small 
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Quantitative study: Summary
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Figure 1: The amount of total goodwill 
(in USD billion)
From 2014 to 2018, the amount of total goodwill generally tended to 
increase.
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Figure 2: The amount of goodwill per 
company (in USD billion)
From 2014 to 2018, the amount of goodwill per company (that 
recognised goodwill) generally tended to increase.
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Figure 3 below shows the increasing trend more clearly. 
 Figure 1 was adjusted so that the figures of all market indices are 100 in 2014

Figure 3: The trend of Figure 1
(the amount of total goodwill)
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The average ratio of goodwill to net assets generally increased.

Figure 4: The ratio of goodwill to 
net assets
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The trend of the average ratio of goodwill to market capitalisation
was less outstanding, compared to the trend of the ratio of goodwill 
to net assets (shown as Figure 4 in previous slide).

Figure 5: The ratio of goodwill to 
market capitalisation
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Figure 6 below shows the increasing trend more clearly. 
 Figure 4 was adjusted so that the figures of all market indices are 100 in 2014

Figure 6: The trend of Figure 4
(the ratio of goodwill to net assets)
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Figure 7 below shows the increasing trend more clearly. 
 Figure 5 was adjusted so that the figures of all market indices are 100 in 2014

Figure 7: The trend of Figure 5
(the ratio of goodwill to market cap)



 In 2018, the following companies recognised goodwill that 
exceeded 100% of their net assets:
 18.7% of companies that constituted the stock market index of the United 

States; and
 10.3% of companies that constituted the stock market index of Europe
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Figure 8: The number of companies 
that recognised goodwill that exceeded 
certain ratio of their net assets

share share share share share

US 50%+ 159 34.1% 168 36.1% 179 38.4% 188 40.3% 188 40.3%
100%+ (68) (14.6%) (69) (14.8%) (76) (16.3%) (77) (16.5%) (87) (18.7%)

EUR 50%+ 111 32.6% 119 35.0% 120 35.3% 119 35.0% 118 34.7%
100%+ (39) (11.5%) (45) (13.2%) (41) (12.1%) (35) (10.3%) (35) (10.3%)

HK 50%+ 12 2.7% 11 2.4% 17 3.8% 17 3.8% 17 3.8%
100%+ (6) (1.3%) (8) (1.8%) (7) (1.6%) (5) (1.1%) (7) (1.6%)

JPN 50%+ 4 6.5% 4 6.5% 6 9.7% 7 11.3% 5 8.1%
100%+ (0) (0.0%) (1) (1.6%) (0) (0.0%) (0) (0.0%) (0) (0.0%)

20182017201620152014

466

340

62

451

Stock Market
Index

The number
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 Some companies recognised goodwill that exceeded 100% of their 
market capitalization
 although the number of those companies was relatively small 

Figure 9: The number of companies that 
recognised goodwill that exceeded 
certain ratio of their market capitalisation

share share share share share

US 50%+ 10 2.1% 17 3.6% 15 3.2% 21 4.5% 34 7.3%
100%+ (0) (0.0%) (2) (0.4%) (1) (0.2%) (2) (0.4%) (4) (0.9%)

EUR 50%+ 23 6.8% 24 7.1% 21 6.2% 19 5.6% 38 11.2%
100%+ (3) (0.9%) (3) (0.9%) (5) (1.5%) (3) (0.9%) (9) (2.6%)

HK 50%+ 5 1.1% 11 2.4% 11 2.4% 11 2.4% 14 3.1%
100%+ (1) (0.2%) (1) (0.2%) (3) (0.7%) (2) (0.4%) (6) (1.3%)

JPN 50%+ 2 3.2% 1 1.6% 1 1.6% 2 3.2% 4 6.5%
100%+ (1) (1.6%) (1) (1.6%) (1) (1.6%) (1) (1.6%) (1) (1.6%)

20182014 2015 2016 2017

62

340

466

Stock Market
Index

The number
of companies

analysed
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 The impairment was relatively higher for the stock market indices of:
 the United States; and 
 Europe

Figure 10: The amount of goodwill 
expensed (in USD billion)



Figure 11: The intensity of goodwill expensed
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 The inverse of the ratio of Figure 11 below implies the time to 
fully expense the goodwill recognised
 The average from 2014 to 2018 was:

• 136 years for the index of the United States
• 78 years for the index of Europe

• 66 years for the index of Hong Kong
• 55 years for the index of Japan

the amount of goodwill expensed during the fiscal year
the amount of goodwill at the beginning of the fiscal year



Summary of the preliminary results
1. From 2014 to 2018, total goodwill and total goodwill per 

company tended to increase steadily in all stock market indices

2. In 2018, the following recognised goodwill that exceeded 100% 
of their net assets (book value of equity):
 18.7% of companies that constituted the stock market index of the 

United States; and

 10.3% of companies that constituted the stock market index of Europe  

3. Some companies recognised goodwill that exceeded 100% of 
their market capitalisation (market value of equity)
 although the number of those companies was relatively small 
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Quantitative study: Summary



Quantitative study: Questions
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1. Do you think that the charts indicate the 
existence of a “too little, too late” issue? 

2. Are you aware of similar trends in goodwill 
amounts in your jurisdictions?

3. Do you have any other questions or 
comments to the quantitative study? 



Nature of goodwill 
and its implications
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What is goodwill?

Definition (from Appendix A of IFRS 3)
An asset representing the future economic benefits arising from other 
assets acquired in a business combination that are not individually 
identified and separately recognised
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Six components (from paragraph BC313 of IFRS 3)
1 The excess of FV over the BV of the acquiree’s net assets
2 The FVs of other net assets that the acquiree had not previously 

recognised
3 The FV of going concern element of the acquiree’s existing business

4 The FV of the expected synergies and other benefits from combining 
the acquirer’s and acquiree’s net assets and businesses

5 Overvaluation of the consideration paid by the acquirer stemming 
from errors in valuing the consideration tendered

6 Overpayment or underpayment by the acquirer

Main 
components: 
core goodwill

Understand the substance of an item/transaction before deciding the best way 
to account for it



Is acquired goodwill a diminishing 
asset?
• Does the value of core goodwill (comprising the going concern 

element and acquired synergies) change subsequent to 
acquisition?  If so, how does it change? 

• Is it necessary to recognise expenses (amortisation or 
impairment losses) if acquired goodwill diminishes, provided 
that total goodwill (acquired & internally-generated goodwill) 
exceeds goodwill on the balance sheet?
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View A: 
Yes, it is

View B: 
No, it is not

View C: 
It doesn’t matter



Can a relevant amortisation period be 
determined?

• What would be the concept underlying the amortisation period?

• If management can estimate the amortisation period 
(although that may be difficult in certain cases), would basing 
the amortisation period on management’s estimates provide 
useful information? 
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View A: Yes, it 
can be 

determined

View C: No. Standard 
setter should pick a 

number

View B: No. Acquired 
goodwill to be treated 
as indefinite life asset
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Thank you!
Please keep in touch with us 

and share your views!

HKICPA

Outreachhk@hkicpa.org.hk

HKICPA SSD

ASBJ
Website

https://www.asb.or.jp/en/

E-mail 

international@asb.or.jp

mailto:Outreachhk@hkicpa.org.hk

	Goodwill: its nature & trends
	Objective of the session
	Update on the Quantitative study
	Quantitative study: Background
	Quantitative study: Summary
	Figure 1: The amount of total goodwill (in USD billion)
	Figure 2: The amount of goodwill per company (in USD billion)
	Figure 3: The trend of Figure 1�(the amount of total goodwill)�
	Figure 4: The ratio of goodwill to net assets
	Figure 5: The ratio of goodwill to market capitalisation
	Figure 6: The trend of Figure 4�(the ratio of goodwill to net assets)�
	Figure 7: The trend of Figure 5�(the ratio of goodwill to market cap)�
	Figure 8: The number of companies that recognised goodwill that exceeded certain ratio of their net assets
	Figure 9: The number of companies that recognised goodwill that exceeded certain ratio of their market capitalisation
	Figure 10: The amount of goodwill expensed (in USD billion)
	Figure 11: The intensity of goodwill expensed
	Quantitative study: Summary
	Quantitative study: Questions
	スライド番号 19
	What is goodwill?
	Is acquired goodwill a diminishing asset?
	Can a relevant amortisation period be determined?
	Thank you!



