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How to analyse narrative disclosure?

Block tagged information

• Block tag – Entire section of a report is 

tagged as a single block. 

• The tag may include text, numerical values, 

tables and other data.

• Typically include narrative disclosure

• Accounting policy, audit report

• Conventional analysis was restricted to 

numbers in the financial report

• Analysing the narrative data?
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Promising!

#TextAnalytics

• Traction for Text mining, 

analytics

• Increase in availability of tool 

sets

• Narrative Disclosures to be put it 

to analytical use

Source Article - https://uxmag.com/articles/text-analytics-for-everyone

https://uxmag.com/articles/text-analytics-for-everyone
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XBRL helps to train model

Text Analytics

• An interesting 

exmaple of what 

machines can do 

when trained 

properly (#Chat 

GPT)

• XBRL tagging greatly 

help tools like these 

train on company 

financials and 

disclosures 
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New tagging requirement

Japanese Key Audit Matters

• KAMs - areas most important to an Audit

• JFSA and JICPA worked to require 

mandatory tagging of KAM disclosures 

inside the audit reports from the fiscal 

2021 for public companies

• We thought it might be worth looking at 

that data with a text analytics lens
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KAMs are narrative heavy!
Narrative block: 

Key audit matters[text block] Granular tagging:

Every KAM reportedFor each KAM:

Heading

For each KAM:

KAM Description

For each KAM:

Auditor's response

Additional Info: 

Audit Firms and  

CPA details

Data Analysis:

5,500 KAMs from around 2,400 

annual reports for the fiscal year 

ending in 2021
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Please Note

Limitations 

• We are not auditors.

• This is an initial set of analytical research. We really need 

to emphasise that it is preliminary – indeed experimental

• Some known data quality issues (it’s new)

• One year of data thus far so there is no temporal analysis 

capability yet

• We’ve used Google Translate Only, So Please Assume It’s 

Wrong
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Findings

1. Trends and outliers

2. Boilerplate evidence

3. Granular Narratives are Helpful
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Start simple

Broad Themes

• Simple text clustering of short descriptions 

across an entire population is helpful (and 

tells you something about overall audit and 

economic trends).

• But it is too high level to tell you all that 

much.
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Segment the data

Industry Trends and Outliers

Industry segmentation tells you more.

• To understand the overall trends within an industry.

• Conversely to understand the outliers within an industry.
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A concern? An expectation?

Boilerplate evidence

• Somewhat unsurprisingly, looking 

across industries, there is another 

factor at play within the KAMs –

rather standardised text in evidence 

within audit firm groupings.

• In this case the text being looked at 

is “Auditor Response to KAM”. 

Around 20% of responses were 90% 

identical – and 80% of similar 

responses were from the same firm.

• (This uses cosine similarity and PCA 

plots) 
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Straightforward analytic shortcut turns out to be:  have shorter, more granular tags

Narrative analysis is complex

• Examining the text blocks using (untrained) text 

analytic ML techniques is relatively unhelpful.

• Having a summary or “short description” tag 

turns out to be very helpful! (And easy, as 

keyword extraction technique is straightforward)

• Over time, we will start to experiment with 

training mechanisms to see what else can be 

discovered in this manner.
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Conclusions

So – what does this tell us?

• First – tagging KAMs provides a very helpful basis for overall analysis.

• Identifying industry trends and particularly industry outliers will have regulatory utility

• These techniques should have policy utility too – examining extent to which specific disclosure rules are 

applied (or not!), and evidence of trends such as boilerplating.

• Even quite simple text analytic approaches are useful, but we expect much more can be done, using 

more advanced techniques, more familiar data and (in particular) when we can look at entity-specific 

behaviours over time.

• Just a beginning!

• Applicability to other text block disclosures. 

• We hope, food for thought.
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Questions and Discussion!

• Sincere thanks to XBRL Japan 

for their work to extract the 

data.

• EDINET has APIs for KAM data 

extraction

• JICPA is working on additional 

guidance and quality rules.

• Blog Series - Insights from 

Japan’s Digitally Tagged 

KAMs

https://www.xbrl.org/tag/kams-japan/
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The information contained in this presentation represents the opinions of the speaker  and 

may not represent the views of XBRL International, the Board of XBRL International  or the 

consensus opinions of the XBRL Standards Board or Best Practices Board. Nothing  in this 

presentation should be taken to be investment advice and all data representations  are 

merely indicative. The reader should note that only XBRL Specifications that have reached 

Recommendation status are considered final and suitable for use in software and  mission 

critical systems and must then be used in line with the XBRL International License  

Agreement. XBRL®, Inline XBRL™, Table Linkbase™ and the XBRL mark are Registered  

Trademarks or Trademarks of XBRL International Inc in the European Union, United States,  

China, Japan, India and internationally and may not be used without the permission of  XBRL 

International, Inc including through its Trademark policies and agreements.

Copyright © 2001-2022 XBRL International Inc. All rights reserved. No part of this  

presentation file may be reproduced in any form or by any means without written  

permission from XBRL International Inc.

All graphics in this presentation are duly licensed from either Adobe Corporation or The Noun 

Project, or represent fair use for research use.
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Our purpose is to improve the accountability and  
transparency of business performance globally, by  
providing the open data exchange standard
for business reporting.

Join Us!

xbrl.org
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