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INTRODUCTION

Annual reports might variously be viewed as “undisguised
advertisement[s]” or as “platforms for preaching [manage-
ments'] philosophies and [for] touting themselves and
their companies” [Ingram, Frazier, 1983]. The complexity
of full financial reports has prompted companies to pro-
vide summary reports (including narrative summaries,
such as the letters to shareholders) to render reported in-
formation more comprehensible [Costa et al., 2013].

The letter to shareholders is written annually by a com-
pany’s chief executive officer (CEO), president, or chair-
person, and normally precedes the more substantial and
detailed annual report of financial data from the previous
fiscal year. These messages from the company’s leader are
particularly important elements of the annual report, as
they typically explain past performance offer a vision for
achieving future success [Poole, 2014].

The letter is a promotional genre designed to build
and present the corporation’s image [Anderson, Imperia,
1992]. It has enormous rhetorical importance in building
credibility and imparting confidence, convincing inves-
tors that the company is pursuing sound and effective
strategies [Hyland, 1998].

Purportedly intended to simply present objective in-
formation regarding a company’s performance and strat-
egy, the letters, however, also serve to project the corpo-
rate image and ideology to both existing and potential
investors. Negotiating relationships with multiple audi-

ences for multiple purposes results in rhetorical complex-
ity and richness [Poole, 2014].

While the actual financial statements following the
letter are often considered the most important items for
investors and analysts, the letters have an undeniable in-
fluence on investment decisions [Lee, Tweedie, 1981]. The
letter is the most read portion of the annual report, and,
at one point, 48 % of readers claimed to read the letters
thoroughly [Bartlett, Chandler, 1997]. In addition, annual
reports and the president’s letter also function to estab-
lish credibility and convince readers that the company is

“pursuing sound strategy” [Kohut, Segars, 1992].

This letter can be written by the president or the CEO.
A president technically has higher powers than a CEO
since the latter still has to answer to the board of directors,
which is headed by the president. CEOs are concerned
with executing strategies that have been approved by
the board, and they are the ones who are mostly seen in
action. Ultimately, the fate of a CEO rests on how satisfied
the board is with what they have done with the company
[Chris, 2015].

There are cases where both president and CEO posi-
tions are held by the same person, although from one
perspective, academics persuasively argue for the sepa-
ration of the roles on the basis that a clear division of re-
sponsibilities better guarantees independent action on
behalf of the board [Coombes, Wong, 2004].



For the reasons, the letter to shareholders is a particu-
larly important genre and the research to date on such
messages is insightful. Exploring content and tone can be
an interesting field of research as we show in this study.
Therefore, the purpose and objective of this study is to
find out the potential factors that might be influencing
the length and tone of the discourse of the IBEX35 presi-
dents’letters to shareholders and it also analyses their con-
tent. This paper is organized as follows. First, we present a
review of previous studies related to the president’s letter.
Next, the sample used and the methodology followed in
the research are explained. Then, we present the findings;
and finally discuss the main conclusions and avenues for
future research.

LITERATURE REVIEW

In the business context, annual reports and accounts are
a means of excellent communication between manag-
ers and stakeholders. However, the annual reports and
accounts have, in addition to figures, narrative text asso-
ciated with disclosures that are required by accounting
standards, including graphics and images. However, they
can be seen as an attempt to control and manipulate us-
ers’ perceptions of the financial information disclosed
[Clatworthy, Jones, 2001] as they are often associated
with the various levels of organizational performance
that can, ultimately, make stakeholders to take inap-
propriate decisions leading to the misallocation of their
resources [Brennan, Merkl-Davies, 2013]. However, the
investigation began to focus on the presidents’ letters
[Aerts, Cheng, 2011; Hooghiemstra, 2001, 2008; Oliveira,
Azevedo, Borges, 2016].

Nevertheless, it appears that the research has focused
much more on the CEQO's perspective, leaving the presi-
dents’ aside. Researchers have studied the complex in-
teraction between the CEO letter, the company, and the
financial statements that together create a social world
in which the CEO plays a key role [Jonall, Rimmel, 2010].

Furthermore, an extensive academic literature ex-
plores aspects of the CEO letter to shareholders. Some of
them comprise content-analysis studies of expressions of
company performance [Abrahamson, Amir, 1996; Clat-
worthy, Jones, 2006], bankruptcy and/or a companies’
risks of failure [Smith, Taffler, 2000; Tennyson, Ingram,
Dugan, 1990], cultural values [Mir, Chatterjee, Rahaman,
2009], and the linguistic features of CEO letters for narra-
tive cues (e.g. metaphors and rhetoric) that are indicative
of the influence the communicator is trying to exert on
the recipient [Amernic, Craig, 2006; Amernic, Craig, Tour-
ish, 2010; Boudt, Thewissen, 2019; Sydserff, Weetman,
1999; Yan, Aerts, Thewissen, 2019].

Kohut and Segars [1992] assessed whether there are
discernible thematic differences between low-performing
and high-performing companies and the extent to which
“word count, number of sentences, and syllables” differ be-
tween the two performance levels. Using a content analy-
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sis methodology, Kohut and Segars [1992] determined
that high-performing companies were significantly more
loquacious than their low-performing counterparts. Inter-
estingly, the researchers concluded that high-performer
letters were more likely to refer to past events in their
discussion of company performance. In contrast, low per-
formers tended to project more towards the future.

Additional studies have also examined presidents’ let-
ters and annual reports’ methods for reporting both posi-
tive and negative performance. Clatworthy and Jones
[2003] analysed the end-of-year narratives of the top 50
and bottom 50 listed UK companies. From their analysis,
they determined that both groups of companies accen-
tuated their performance’s positive aspects, assumed re-
sponsibility for success, and deflected blame to external
factors. However, Rutherford [2003] reported that poorly
performing companies have not used linguistic complex-
ity to obscure negative performance and that the textual
complexity of annual reports cannot simply be attributed
to performance.

The disclosure of the narratives has been playing an
increasingly significant role, notably in CEOs' letters [Craig,
Amernic, 2018] and presidents’ statements [Moreno,
Jones, Quinn, 2019], among other things. For stakehold-
ers, the narrative disclosures have a purpose: to provide
information that is associated with future financial perfor-
mance and market returns [Li, 2010].

Boudt and Thewissen [2019] analysed the strategic
positioning of positive and negative words within a CEO
letter as a subtle form of print management. They found
that managers tended to present information in such an
order that the reader of the CEO letter would have a more
positive perception of the underlying message. They
considered that the weighted sentiment in a CEQO’s letter
presents a greater power to predict the company'’s perfor-
mance over the next year as it can divert attention from
any negative current performance.

Aerts and Yan [2017] used composite style measures
of the CEO letter to analyse the dominant rhetorical pro-
files and qualify them from an impression management
perspective. In addition, they examined how institutional
differences affected rhetorical profiles by comparing the
intensity and contingencies of UK and U.S. companies’
rhetorical profiles. They also used automated text analy-
sis to capture linguistic style characteristics of a panel of
UK and U.S. companies and employed factor analyses to
determine rhetorical profiles. The authors concluded that
there were three prominent rhetorical profiles: an em-
phatic acclaiming stance, a cautious plausibility-based
framing position, and a logic-based rationalizing orienta-
tion. The profiles represented distinct self-presentational
logics and had different readability effects. Rhetorical
impression management was stronger in U.S. companies,
but higher expected scrutiny in the U.S. institutional en-
vironment affected the sensitivity of rhetorical postures
to message credibility and litigation risk, while marginally
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increasing the less litigation-sensitive defensive-framing
style in U.S. letters.

Regarding content analysis, in a preliminary exami-
nation of 100 presidents’ letters McConnell, Haslem and
Gibson [1986] identified nine recurring themes common-
ly addressed in discussions of the future. These themes
were (1) Confidence, (2) Market Context, (3) Growth,
(4) Statement of Strategic Plans, (5) Changing Product
Mix, (6) Imminent Losses, (7) Imminent Gains, (8) Positive
References to the Years Ahead, and (9) Positive References
to the Forthcoming Year. Additionally, Kohut and Segars
[1992] examined the content of presidents’ letters of the
top and bottom 25 firms of the Fortune 500 and revealed
six main themes: (1) environment, (2) growth, (3) operat-
ing philosophy, (4) markets and products, (5) unfavour-
able financial reference, and (6) favourable financial refer-
ence. They were able to classify high and low performing
firms according to the themes emphasized in the presi-
dents’letters.

A fundamental element of narratives is the use of tone.
Hart, Childers and Lind [2013] considered the tone to be
more complex than a positive/negative dichotomy, as
other authors have considered it [Tan, Ying Wang, Zhou,
2014]. For Hart, Childers and Lind [2013], the nuances of
the text may be lost by not recognizing the complexities
of tone. Thus, the quality of tone in a narrative can cover
a range of attributes, evidencing the depth with which
the financial analysis of a given firm can be described. In
this sense, several types of narratives, even if for different
purposes, approach the stylistic element of “tone” as a
tool to detect the reliability of managers’ messages. Tone
is seen as a product composed of words that, when ac-
cumulated, begin to produce standardized expectations,
expressing to recipients something important about the
author’s perspective [Fisher, van Staden, Richards, 2019].
Tone is a lexical element that involves words to create so-
cial expressions, furnishing a certain connotation to the
narrative, which is often called textual feeling [Gatzert,
Heidinger, 2020].

In this study, we conducted an automatic process of
textual analysis, which can be considered its main con-
tribution from a methodological perspective. We ana-
lysed the IBEX35 presidents’ letters to shareholders in an
effort to answer the following questions: (RQ1) What is
the content, length, and tone of each president’s letter?
(RQ2) What factors influence the discourse length of the
presidents’letters? (RQ3) What factors influence a positive
tone?

METHODOLOGY

Sample and Text Extraction

The sample for this study consisted of the 32 IBEX35 com-
panies, as of December 2018, that regularly provided ac-
cess to their presidents’ letters. IBEX35 comprises 90 % of
the business of the entire Spanish Stock Exchange. We an-
alysed a total of 187 letters from 2013 to 2018 (five com-

panies presented the letters for five years only). Presidents’
letters were identified manually through the companies’
annual reports, which are available on their websites in
Portable Document Format (PDF).

The letters were then processed as shown in Table 1
and Figure 1. Table 1 presents an overview of the textual
analysis operations conducted with R statistical advanced
software', categorized in two sections: data preparation
and analysis. The first step, importing the texts, included
reading the pdf files into a raw text corpus in R. The next
step was the string operations and pre-processing cover
techniques for manipulating raw texts and processing
them into tokens (i.e., units of text, such as words or word
stems). In the analysis section, we utilized a dictionary to
identify the words expressing a positive tone. The diction-
ary approach broadly refers to the use of patterns, from
simple keywords to complex Boolean queries and regular
expressions, to count how often certain concepts occur
in texts.

Table 1 - An overview of text analysis operations,

with the R packages used in this analysis

Tabnuua 1 - O630p onepayuli MekcMo8o20 aHaU3a

C npumMeHeHUeM cmamucmuyeckozo hakema «The R Project»

Operations R packages R functions
Data preparation
importing text pdftools pdf_text()
string processing Stringr wordcount(), str_count()
Analysis
Dictionary SentimentAnalysis DictionaryLM

Figure 1 shows the flowchart of the analysis detailing
every step, R package, and function used. The extraction
of the text was done through the “pdf_text()” function of
the “pdftools” R package [Ooms, 2020], which returns a
character vector of equal length to the number of pages
in the PDF file in order to create the sentences or para-
graphs. We used it because the pdf format has little se-
mantic structure. Previously, carriage returns were also
automatically deleted, and capital letters were converted
to lowercase. The total word count contained in each
letter was done automatically through the “wordcount
function of the “ngram” R package [Schmidt, Heckendorf,
2017].

All the letters were then automatically analysed using
the “str_count” function of the “stringr” R package [Wick-
ham, 2019], which counts the number of matches in a dic-
tionary in a string.

We used a list of positive words in the Loughran-Mc-
Donald finance-specific dictionary [Loughran, McDon-
ald, 2010] (see Table 2), which has been widely utilized in
the finance domain. This dictionary is the “DictionaryLM”
function of the “SentimentAnalysis” R package [Feuer-
riegel, Proellochs, 2019]. Thus, the positive tone of each

"

'R Core Team. (2018). R: A Language and Environment for Sta-
tistical Computing. Available at: https://www.r-project.org/
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Fig. 1. Flowchart of PDF document analysis
Puc. 1. Anzopumm aHanu3sa pdf-dokymeHmos c nomowbto nakema «The R Project»

Table 2 — Positive words in the Loughran — McDonald finance dictionary
Tabnuya 2 — Cnosa c No3umusHoOU MOHA/ILHOCMbIO CO2/TACHO YUHAHCOB8OMY ciogapio JlyepaHa — Mak/JoHansoa

354 words
able best delighting fantastic inspirational proactive
abundance better dependability favorable integrity profitably
acclaimed bolstered desirable friendly invent progress
accomplish bolstering desired gain leadership rebound
accomplished boom dream good loyal regain
achieve booming easier great lucrative reward
achieved boost effective happiest meritorious satisfaction
adequately boosted empower highest opportunities smooth
advancement breakthrough enable honor optimistic solves
advantageous breakthroughs encouraged ideal outperform transparency
alliance brilliant enhance impress perfect tremendous
assure charitable enjoy improve pleasant upturn
attain collaborate enthusiasm incredible popular vibrant
attractive compliment excellence innovate positive win
beautiful conclusive exceptional insightful Premier worthy
beneficial confident excited inspiration prestige | ...

letter is identifying through this formula: Tone positive =
number of positive words in letter / total words of letter.

For content analysis, the sample was extended to
years 2008-2018. A total of 321 letters were then con-
sidered. The analysis was conducted by means of Voyant
Tools [Sinclair, Stéfan, Rockwell, 2016], an open source
web-based text reading and analysis environment that
performs content analysis, allowing large-scale compari-
sons of a set of texts or corpus.

Content analysis is a widely used technique in the
social sciences. It can be characterized as the systematic
enumeration, coding and classification of words and
phrases for the purpose of analysing message content. It
is not a fixed analytical technique; rather, itis an approach
that offers guidelines for the systematic analysis of writ-
ten communications.

Voyant includes several tools, including “Cirrus” and
“Collocates Graph,” to represent the results of the content
analysis. “Cirrus” is a word cloud that shows the top fre-
guency words of a corpus or document.“Collocates Graph”
represents keywords and terms that occur in proximity as
a force directed network graph. Apart from stop words,
very frequent words (group, new, million, business, year,
company, report, bank) that have no contextual value
were removed.

Dependent and Independent Variables

In the study, we tried to identify potential factors that
might influence the length and the tone of the discourse
in presidents’ letters, so both length and tone were the
dependent variables.

The length of letters has been proven to generate pri-
macy effects in longer letters, while a recency effect is pre-
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dicted in short but complex letters, in which case it would
be to the company’s advantage to present the good news
last [Baird, Zelin, 2000]. Thus, this variable has been ana-
lysed from an effect-generating perspective, which led us
to explore the opposite — that is, possible factors influenc-
ing length.

Clatworthy and Jones [2003] studied the tone of dis-
course to examine how companies report good and bad
news in different ways, whether the ordering of good
news and bad news in a president’s letter could bias in-
vestor perceptions [Baird, Zelin, 2000] and the factors of
the amount of negativity expressed in presidents’ letters
[Abrahamson, Amir, 1996].

The independent variables (Table 3) refer to the in-
crease (with respect to the previous year) of market capi-
talization (MarkCap), to profit after taxes (PAT), to direc-
tors'remuneration (DirecRemu), and to the sector (Sector)
in which the company is included.

We have analysed the potential influence of the
growth of the company’s MarkCap. This variable has been
used in previous literature on disclosure [Healy, Hutton,
Palepu, 1999; Skinner, 1994; Verrecchia, 1990]. Abraham-
son and Amir [1996] found that MarkCap is significantly
lower in firms with low negative tones than in firms with
high negative tones.

We also analysed the potential impact of the growth
or decline of PAT. Companies both with improving and
declining performance preferred to take credit for good
news themselves, while blaming the external environ-
ment for bad news [Clatworthy, Jones, 2003], and both
groups placed predominant emphasis on the past [Kohut,
Segars, 1992].

DirecRemu is an important aspect of companies’ dis-
closures to see if moderated executive pay increased or
decreased [Clarke, Conyon, Peck, 1998]. Some have sug-

gested that with more information about pay levels on
public display, those who are paid less will press for pay
increases, since remuneration levels are often set with
the help of comparisons with other companies [Hampel,
1998]. For that reason, we decided to explore the poten-
tial impact of DirecRemu growth on the presidents’letters.

Company’s Sector is one of the most frequently ad-
dressed determinants in voluntary reporting literature.
Researchers have provided rather consistent evidence
for a significant relationship between these two variables
[Bonson, Bednarova, 2013; Brammer, Pavelin, 2006; Hahn,
Kiihnen, 2013]. Because of the nature of their companies’
activities, the presidents’ letters of companies operating
in different sectors may also differ. In our paper, we con-
sidered two groups of sectors. The first group included
companies that operate in the financial and insurance
sectors. The second group consisted of all others. Accord-
ingly, we verified that finance companies were slightly
more likely to publish a CEO letter than were non-finance
companies [Costa et al., 2013], which suggests that differ-
ences could also be found in relation to our analysis.

We collected these independent variables from dif-
ferent sources (Google Finance, Sistema de Andlisis de
Balances Ibéricos and Comisién Nacional de Mercado de
Valores) and treated them as dummy variables. We used
these factors in an effort to explain both the discourse
length (dependent variable 1) and positive tone (depend-
ent variable 2).

The following two logistic regressions were con-
ducted:

DiscLeng = a + B1MarkCap + B2PAT +
+ 3DirecRemu + f4Sector + €,

PositTone = a + f1MarkCap + B2PAT +
+ f33DirecRemu + 4Sector + €.

(1)

(2)

Table 3 — Demographic characteristics of the sample

Tabnuya 3 - CoyuasbHo-0emozpagpuyeckue Xapakmepucmuku y4acmHUKO8 Uccie008aHUs

Variable Full Name e Description Source
Name
Discourse . 1 = number words above the average.
DiscLeng
length 0 = number words equal or below the average )
Dependent — Chairman’s letters
. . 1 = positive words above the average.
Positive tone | PositTone o
0 = positive words equal or below the average
1 = market capitalization growth compared to
Market ) .
N MarkCap | the previous year. Google Finance
capitalization
0=If not
Profit after PAT 1 =EAT growth compared to the previous year. SABI (Sistema de Andlisis de Balances Ibéricos)
taxes 0=Ifnot
Independent CNMV: Comision Nacional de Mercado de
. , 1 = Directors’ Remuneration growth compared | Valores
Directors . . .
- DirecRemu | to the previous year. Informes de remuneraciones de los
remuneration . . .
0=Ifnot consejeros de las sociedades cotizadas
2013/2014/2015/2016/2017 /2018
Sector Sector 102_ |Itf|z§tﬁnanua| company. Activity of companies themselves




FINDINGS

The maximum discourse length was found to be 92,697
words, and the minimum was 653 words (average=5.152,
SD=8.101). The positive tone was very low (average =
1.198 %, SD = 0.649), ranging from 3.72 % to 0.005 %, as
shown in Table 4. These results indicate that there was not
a homogeneous length or tone among the different let-
ters.

Table 4 - Descriptive statistics
Tabnuya 4 - OnucamenbHas cMamMucMukKa

Maximum | Average | Minimum Star)da.lrd
Deviation
Discourse length, | o) ¢o; | 5155 653 8.101
number of words
Positive tone, % 3.722 1.198 0.005 0.649

According to our findings, none of the variables stud-
ied affected the length (Table 5). While, there was a sig-
nificant negative relationship between PAT and positive
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Table 6 - Multivariate statistics -

Generalised Linear Model (Binomial) of Positive Tone
Tabnuya 6 - MHozoMepHAs cmamucmuka — 0606weHHas
JlUHelHas modesib (6UHOMUHAIbHAA) 0N NepeMeHHOU
«lo3umueHas MoHanbHOCMb»

Dependent variable
Independent variable Positive Tone

Estimate | zvalue Sig.
(Intercept) -0.403 -1.146 0.252
Market capitalization 0.059 0.185 0.853
Profit after taxes -0.708 -2.047 0.041*%
Directors’Remuneration 0.681 2.099 0.036*
Sector 0.254 0.689 0.491

Note: *Significant at p < 0.05 (2-tailed).

For the content analysis, we analysed a corpus of 321
documents with 378,267 total words and 19,291 sin-
gle word forms using Voyant Tools. Figure 2 shows that
the most frequent words in the presidents’ letters were

tone, and a significant positive relationship between “growth” (1,261), followed by “financial” (854) and “share-

DirecRemu and positive tone (Table 6). Therefore, presi-
dents’ letters had greater positive tones when the PAT
decreased with respect to the previous year and when
the DirecRemu increased with respect to the previous
year.

"

holders” (794). Nevertheless, the words “customers,” “mar-
ket,"“management,’and “commitment” were also relevant.

QQ
=
:Qsl

Table 5 — Multivariate statistics — Generalised Linear Model (Binomial) 1 a_l'f:"' h 8] I d ers
of Discourse Length L 4 - E ietomen
Ta6nuuav5 - MHozomepHas cmamucmuka - o6o6u4eHHa;Z f1116111_|: 1 al < Sy 5
JuHeliHas Mmodesnib (BUHOMUHAbHASA) 0715 nepemeHHOU — =
«O6BemM MeKcmoso20 06PALUEHUS K AKUUOHePam» corpo r.1rr-H o Z_ E
-
Dependent variable
Independent variable Discourse Length
Eedimere || =vElie Sig. , 6Fig. 2. Cirrus of content analysis
(Intercept) 1354 _3.57 0.0011* uc. 2. 061aKo pe3ysbmMamos KOHmMeHM-aHanu3a
Market capitalization -2.028 -0.569 0.569
Profit after taxes 0.379 0.916 0.360 Figure 3 shows the context of use of the most frequent
Directors’ Remuneration -0.122 -0.340 0.734 words, highlighting that “growth” was mainly related
Sector 0.467 1810 0.238 to “markets” (52 times), “opportunities” (58), “potential”
e . (56), and “strategy” (33). The term “financial” related to
Note: Slgnlﬁcant atp<0.01 (2-tailed). ustrengthn (42)’ “crisis” (49)’ ”reSUItS" (49)[ “sactor” (43)’ and
Meeting
Letter Customers
Employees
Shareholders Value
Results
Strength Strategy
Financial Markets Growth
Crisis Potential
Sector Opportunities

Fig. 3. Collocates graph of content analysis
Puc. 3. Haubonee ucnonb3yembie mepMuHbI U UX KOJTOKAUUU 8 06paWjeHUAX K aKyuoHepam
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“markets” (52). And “shareholders” was related to “employ-
ees” (51), “letter” (45), “meeting” (82), “customers” (76), and
“value” (86).

To deepen the content analysis, we divided the
companies into two groups, financial and non-financial,
to identify potential differences between them. For the
non-financial companies, a corpus of 250 documents
with 273,662 words and 15,345 single word forms was
analysed, and for financial companies, we analysed 71
documents with 104,605 total words and 9,018 single
word forms. The results are shown on Figures 4 and 5.

Figure 4 shows the cirrus of both the non-financial and
the financial companies. The most frequent words in the

For financial companies, these were “customers” (391),
followed by “capital” (316) and “growth” (311).

The context of use of the most frequent words is shown
in Figure 5. For non-financial companies, “growth” was
mainly related to“potential” (38 times),“opportunities”(51)
and “market” (62). The term “market” related to “Spanish”
(19), “share” (57), “conditions” (18), and “position” (20), and
“shareholders” was connected to “customers” (44), “value”
(66), “letter” (42), “meeting” (68), and “employees” (35). For
financial companies, “customers” was mainly related to
“number” (19), “shareholders” (36), “digital” (24), and “trust”
(18). The term “capital” related to “ratio” (44), “position”
(19), “increase” (21), and “liquidity” (21). And “growth” was

non-financial companies’ presidents’ letters were “growth” linked to the terms “economy” (13), “rate” (9), “potential”

(950), followed by “shareholders” (601) and “market” (585).

. 9%
. Ma rket;“m
shareholders

0o

oLl
U

et )

55
™ h:‘.‘
.

—

4= global

JUa L] TLLLLL

LIE

Non-financial

(18), “markets” (11), and “model” (9).

|11.1.11.1gn11.|:|1.r

]

UIMOIs

SI2WIO)SIND

Financial

Fig. 4. Cirrus of non-financial vs. financial companies’ content analysis
Puc. 4. O6n1ako 0CHOBHbIX MEPMUHO8 8 06paWeHUAX K AKYUOHepam huHAHCOBbIX U HEUHAHCOBbIX KOMNAHUU

Markets Opportunities
PP Potential
Growth
Spanish
Position Conditions
Number Shareholders
Digital Customers Trust
Ratio Position
Capital
Liquidity Increase

................................................................................ Nom-francial
Value
Customers Letter
Shareholders
Meeting Employees
Financial
Economy Rate
Growth
Model Potential

Markets

Fig. 5. Collocates graph of non-financial vs. financial companies’ content analysis
Puc. 5. OcHogHble Konokayuu HauboJsiee UCNOJb3yeMbiX MepMUHO8 8 06paujeHusX K aKyuoHepam
¢huHaHcoabIX U HeghuHaHCOBbIX KOMNAHUU



CONCLUSION
Our study shows that presidents’ letters from IBEX35
companies in the period of 2013-2018 differed from
each other in terms of length and tone. There was no
homogeneous length or tone among them, as Baird
and Zelin [2000] reported. The letters had an average
length of 5,152 words, and the discourse had a low
positive tone (1.198 %). Even so, the positive tone was
greater than the negative, since unless it was required,
negative results were generally not supposed to ap-
pear [Abrahamson, Park, 1994]. It is true that words
with a negative connotation could all too easily sug-
gest a prejudicial financial situation [Bournois, Point,
2006]. For this reason, we expected the presidents
would avoid a negative tone. Accordingly, although
there was a low positive tone, we focused on the posi-
tive tone, since negative tones were scarce, if present.
None of the studied variables appeared to affect
length, but there were certain relationships with tone.
For example, when the PAT decreased with respect to
the previous year, the letters showed a greater positive
tone. This is because the practice of embellishment
by omission is frequently used to prevent any real as-
sessment of a company’s performance. We noted the
prominence of self-justification and a certain compla-
cency at the state of things were strongest following a
difficult year, which is similar to the findings of Bour-
nois and Point [2006]. This also commonly happens
when the DirecRemu increases with respect to the pre-
vious year. In this case, the positive tone was greater
because the presidents conveyed to their shareholders
that their respective companies were doing well. We
interpreted this to mean that the presidents justified
raising their board’s remuneration and therefore used
a more positive tone for shareholders to understand
their raises. On the other hand, positive tones were not
related to the variation with respect to the previous
year of MarkCap nor to the Sector.

Strategic Management and Corporate Governance

The content analysis of the letters highlighted the
growth of the company as the most frequent topic the
presidents discussed, without neglecting the techni-
cal aspects (financial and management) and the per-
sonal aspects (to their shareholders and customers).
This aligns with previous results [Bournois, Point, 2006;
Kohut, Segars, 1992; McConnell, Haslem, Gibson, 1986]
in which scholars all coincided in identifying growth.
Most companies referred to growth, either underlining
it as a potential, an opportunity, a strategy, or a market.

There were certain differences between the letters'’
content of the financial companies and the non-finan-
cial ones. While the non-financial firms focused more
on the growth, financial companies concentrated
mainly on customers. This not only happened in presi-
dents'letters, but it is also interesting to note that it has
been happening during the COVID-19 crisis, financial
entities have been more rational in their communica-
tion, and have focused especially on explaining how
they have helped their clients [Welovroi, 2020].

The contributions of our study are two-fold. First, it
fills a gap in the literature. Second, the findings of our
study may have practical implications for sharehold-
ers, who can understand what can be happen when
a higher positive tone is used in chairpersons' letters.

Before closing, several limitations, together with
recommendations for future research, have to be ac-
knowledged. The first limitation is about the sample
size, which should be extended using a Big Data ap-
proach', since there was no problem in processing the
text since it can be done automatically.

Although this empirical research studied the Span-
ish stock exchange, future studies could adopt our ap-
proach and apply it to a comparative context with oth-
er international stock exchanges, which could improve
the generalisability and understanding of the results.m

! AECA. (2017). “Big Data” e Informacion Empresarial. ed. Aso-
ciacién Espaiola de Contabilidad y Administracion de Empresas.
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ToHa/IbHBIN U KOHTEHT-aHA/IU3 00paIieHui
Mpe3uIeHTOB KOMIIaHUH K aKITHOHEepaM: onbIT McnaHuu

3. BboHcoH', [I. Mepea’, I. AzeBeno?

TYHuepcutet Yanb6a, r. Yanb6a, Micnanua
! ABevipycckuii yHusepcurter, r. Aseiipo, MopTtyranus

AHHOTauusA. B cTaTbe nccnenytotcs noTeHUManbHble GakTopbl, CNTOCOBHbIE MOBAUATL Ha O6BEM TEKCTA M TOHANbHYIO OKpacKy
obpalleHnin Npe3naeHToB KOMNaHWM, BXOAALLMX B UCMAHCKMI GOHAOBBIN nHAeKc IBEX35, kK cBoMM akumoHepam. ABTOpamu Bbi-
MOJSIHEH aHaNM3 CofepXaHnA AaHHbIX 0bpalLeHnin. MeToAoNoOrnYyecKkon OCHOBON UCCNefOBaHUA MOCYXUNA Teopua camonpe-
3eHTaumu, chokycrpoBaHHasa Ha obpasax, KoTopble CO3Aal0T KOMMaHWKM Ana Hanbonee 3GpdeKTUBHOrO AOCTKEHWA NOCTABMEH-
HbIX Lienei. MpuMeHAANCb METOAbI TOHOBOTO W KOHTEHT-aHanM3a. O6paboTka TEKCTOBOrO MaccMBa 0bpalleHuii 1 noceayoLwan
WHTEpRpeTaumna NofyueHHbIX AaHHbIX OCYLLECTBAANNCH C NCMOMb30BaHNEM CTaTUCTYecKoro naketa «The R Project» n cpeppl
ANA TeKCTOBOro aHanwm3a Voyant Tools. MiHdopmaLmoHHas 6a3a Ana oLeHKM ToHa 1 ob6bema TeKCcTa BKoYana 187 obpalleHuii K
aKumoHepam, onybnmKoBaHHbIX B nepuog ¢ 2013 no 2018 r.; AnA KOHTeHT-aHanm3a BbibopKa bbina pacwmpeHa fo 321 nucbma 3a
nepuog ¢ 2008 no 2018 r. Pe3ynbTaTbl UCCNe[OBaHNA CBUAETENbCTBYIOT 00 YCUAEHUM NO3UTUBHOW OKPACKM TEKCTOB OBpaLLeHin
B TEX CNyyanx, Korga no CpaBHEHWIO C NPeAbIAYLLMM NeprofoM HabnoaaeTca CHXKeHMe Npubbiny Nocne HanoroobnoxexHus (ana
Crna)knBaHMA NOTEHLMANbHO HEraTVBHOIO BOCNPUATHYA), @ TaKXKe B CJTyyasx poCTa BO3Harpa)aeHua 4neHoB COBETa JUPEKTOPOB
(ana TpaHCnALMKM nen 06 yCToNYMBOM NONOXKEHNW KOMNaHUK). [POAEMOHCTPMPOBaHbI Pa3NnyMA B UCMONb30BaHNWN NOHATUI:
B 0OpallieHsX K akLMoHepaM GprHaHCOBbIX KOMMaHWIN Hanbosee YacTo BCTPEUAoTCA CNIOBa «POCT», «KamnuTan» U «NoTpeduTenny,
B TO Bpems Kak AnA HepMHaHCOBbIX OpraHu3aLinii akLLEHTUPYIOTCA C/TOBA <POCT», «aKLMOHEPbI» U «PbIHOK». Pe3ynbTaThl AeTanbHO-
ro aHanu3a copepkaHns obpaLLeHNn NPe3nJEHTOB KOMMaHWI MOTYT BbiTb 0OCOOEHHO MHTEPECHDI KX aKLMOHepaMm.

KnioueBble cioBa: KOHTEHT-aHaN3; NO3UTUBHbIN TOH; UHTENNEKTYaNbHbIA aHaNN3 TEKCTA; GUHAHCOBDIN OTYET.
JEL Classification: G30,010

OuHaHcupoBaHue: VccnegosaHme nogroToBneHo npu duHaHcoBol nopgepxke FEDER Andalusia 2014-2020, npoekT
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