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A study of narrative business risk disclosure: Evidence from Japan
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The purpose of this study is to examine the information contents of
narrative disclosure, especially focusing on the informativeness of business risk disclosure which
is required to disclose since fiscal year 2003 in Japan. Using large sample from fiscal year 2003 to

2010, I find that the introduction of mandatory business risk disclosure has an impact on
investors’ assessment of firms’ risk. I also find that while the management forecast revision of
firms with a higher business risk disclosure level is discounted, a market reaction is not found
when a firm issues a downward revision. | also find evidence that show engagement partners are
involved with client’ s business risk disclosure. The results of this study show that indicates that

business risk disclosures affect investors’ decision making indicating the informativeness of
business risk disclosure.
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