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Abstract: This study examined the disclosure of risks and opportunities in the integrated reports
(IRs) of the top five banks in South Africa. It assesses whether the risk and opportunity disclosures
provided comply with the requirements of the International Integrated Reporting Framework (IIRF),
as well as the nature of the risks and opportunities disclosed in the IR. This study takes a qualitative
approach and employs an interpretivist paradigm. The information for this study was obtained
through content analysis of the individual banks’ latest available IRs. A checklist was created as
a measuring tool to evaluate disclosure practices. The findings showed that three of the selected
banks disclosed all the requirements contained in the IIRF regarding risks and opportunities, while
two banks only partially complied as they did not provide disclosures about their opportunities.
The findings concerning the nature of risk disclosures show that the selected banks disclosed 38
themes related to risks, and the findings concerning the nature of opportunity disclosures show that
the selected banks disclosed 14 themes related to opportunities. Furthermore, the results show that
those in charge of preparing the IRs provide a thorough disclosure of risks, while there is room for
improvement concerning disclosure of opportunities.

Keywords: corporate risk reporting; content analysis; qualitative research; financial institutions

1. Introduction

After a string of corporate failures over the last decade, the importance and credibility
of information contained within an organisation’s annual financial reports have been
called into question (International Integrated Reporting Council 2011). This is because
stakeholders could not develop a complete picture of an organisation’s performance and
ability to produce and sustain value (International Integrated Reporting Council 2011).

According to Ernst and Young (2022), integrated reporting offers background informa-
tion on monetary and non-monetary data and goals. It offers stakeholders a brief picture
of an organisation by integrating and combining critical information regarding strategy,
risk, and opportunity, and comparing it to social, environmental, economic, and financial
challenges. Stubbs and Higgins (2014) state that integrated reporting helps firms make
better financial and non-financial decisions by improving resource allocation decisions,
breaking down operational and reporting silos, and improving systems and procedures.

Moolman (2015) states that companies can gain from adhering to the content elements
relating to ‘risk and opportunity’ in the IIRF. Roth (2014) says that one component of risk
management is enhanced communications; as such, providing disclosures about specific
hazards may benefit an organisation’s image. Furthermore, managers can strengthen the
transparency and reliability of the IR by communicating risks (Hohls-du Preez 2016). Be-
fore making an investment decision, investors gather as much risk information as feasible
(Amran et al. 2008). Clear, accessible, and understandable information is more appealing
to investors. When there is good news, more positive reactions occur, and more negative
reactions occur when there is terrible news (Rennekamp 2012). According to Marx and
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Hohls-du Preez (2017), disclosures of risk should be performed with great care and consul-
tation. As a result of management’s apprehension about probable negative consequences,
risk disclosure may not receive appropriate attention (Marx and Hohls-du Preez 2017).

The consequences of current risks and opportunities on future performance continue
to be limited in IRs (Marx and Mohammadali-Haji 2014). More data on market conditions,
trends, and position, as well as the consequences for management’s goals are required
(PricewaterhouseCoopers 2013). In this regard, disclosure on risks and opportunities must
be supplemented by specific details related to quantifiable measures, key performance
indicators, remuneration strategies, and an organisation’s future prospects (Marx and
Mohammadali-Haji 2014; Raemaekers et al. 2016). It is critical that stakeholders get the
information they need to understand the risk profile of any financial organisation in which
they’re interested (Giner et al. 2020).

Research on risk disclosures by banks located outside South Africa has received
attention in the literature. Studies have focused on a variety of issues—for example,
the importance of risk disclosures to investors (Giner et al. 2020), risk disclosures and
profitability (Lipunga 2014), governance issues and their impact on risk reporting (Barakat
and Hussainey 2013), credit risk of banks (Choenyana 2020), the relationship between risk
disclosures, cost of equity and financial performance (Nahar et al. 2016), the relationship of
risk disclosure and risk committees on performance (Nahar and Jahan 2021) risk disclosures
and risk-taking behaviour (Naz and Ayub 2017), and risk disclosure procedures (Linsley
et al. 2006).

In South Africa, Duvenhage (2020) assessed the cyber risk disclosures of South African
and Chinese banks. Moolman et al. (2016) examined the risk and opportunity disclosures
for the top 100 companies listed on the Johannesburg Securities Exchange (JSE) based on
the requirements of the first version on the IIRF released in December 2013. Subsequent to
this, the IIRC issued a revised IIRF in January 2021.

To date, studies in South Africa have not exclusively focused on the banking sector
for compliance with the IIRF, specifically the risk and opportunity disclosure requirements
based on the revised version of the IIRF. In addition, more research is needed in South
Africa to explore the nature of the disclosures provided in IRs (Marchbank 2016). As a
consequence of the gap identified, the purpose of the research is to examine the disclosure
of risks and opportunities in the latest available IRs of the top five banks in South Africa.
Thus, the following research questions are posed for this study:

RQ1: Does the risk and opportunity disclosures comply with the requirements of the IIRF?
RQ2: What is the nature of the risks and opportunity disclosed in the IRs?

Following from the research questions above, the resulting research objectives are
formulated as, (1) to determine if disclosure of risks and opportunities complies with the
requirements in the IIRF, and (2) to determine the nature of the risks and opportunities
disclosed in the IR. As such, the finding of this study will shed light on the disclosure
practices and compliance of selected South African banks with respect to their risk and
opportunity disclosures as stipulated in the IIRF.

The remainder of this article is structured as follows: Section 2 provides a review of
the literature, while Section 3 details the research methodology employed in this study.
Sections 4 and 5 presents the findings and resulting discussions as they pertain to the
research objectives as stated in the previous paragraph. In Section 6, the theoretical and
practical implications of this study are presented, and in Section 7, this study concludes
with a summary of the key findings, limitations, and areas for potential research.

2. Literature Review
2.1. Defining Risk

The term “risk” refers to “a situation where an event may happen, and the frequency
of occurrence can be evaluated based on a probability distribution of past occurrences or
environmental considerations” (Pritchard 2015, p. 7). Van Vuuren (2006) states that risk
focuses on possible losses, making risk a negative notion. However, IoDSA (2016) and
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Hopkin (2012) state that risk consists of three parts: (1) event uncertainty; (2) the probability
of such events occurring; and (3) their impact, both good and bad, on the attainment of the
organisation’s goals.

Andersen et al. (2014) notes that risk can also encompass unclear occurrences that have
the potential to have a beneficial impact regarding the organisation. Organisations that are
wise “take opportunity-based risks every day, and such organisations are creative, inventive,
and continue to succeed despite the changing environment” (Spencer and Hyman 2011,
p. 1). According to The World Bank (2013), opportunity-based risk is defined as taking risks
to capitalise on growth opportunities. Most actions and decisions are taken by organisations
to improve their fortunes by incorporating both risks and opportunities, since this permits
the entity to capitalise on an opportunity while also managing the inherent risks in the
model of the business (Andersen et al. 2014).

2.2. COVID-19 and Financial Institution Risk

On 11 March 2020, the World Health Organisation declared COVID-19 a global pan-
demic. The World Health Organisation estimates that South Africa had more than 100,000
fatalities from COVID-19 as of October 2022, with more than four million confirmed cases
(World Health Organisation 2022). Since COVID-19 was declared a global pandemic, and
global lockdowns were announced, both the financial and non-financial sectors have been
in shock. Lockdowns were the first measure taken by authorities and regulatory bodies
in the face of this pandemic. The lockdowns, however, hurt all macroeconomic indicators
(such as unemployment and inflation rates), and negatively impacted the stability and
liquidity of the stock market (Assous and Al-Najjar 2021). The stock market indices, in
general, and sector-specific indices, in particular, were affected by this pandemic. The
banking sector index, which has the highest volume, is one of the essential sector indices.
It is regarded as the main driver of the financial market index, and significantly affects
both the financial markets and the economy as a whole (Assous and Al-Najjar 2021). Un-
certainty about the path of economic recovery poses significant risks to banks’ financial
soundness (Dunbar 2022). The Basel Committee on Banking Supervision implemented
banking reforms after the 2008–2009 global financial crisis to get ready for another financial
crisis such as the one brought on by the COVID-19 pandemic. These reforms required
banks to implement capital buffers. The requirement for a countercyclical capital buffer
is essential to the stability of banks’ finances (Dunbar 2022). Furthermore, the study by
Yazdi et al. (2022) sought to evaluate the performance of banks in Iran during the pandemic
using a range of statistical techniques. The authors reported that measures such as profit,
investment, and loans had the strongest impact on performance measurement, while the
rate of new customers was given the least priority.

2.3. Risks in the Banking Industry

Mismatching is a common cause of several dangers in banking. If a bank’s assets and
obligations were precisely matched (i.e., equal maturities, interest rate circumstances, and
currencies), the only risk it would face would be credit risk (Jonson n.d.). Saunders and
Cornett (2006) and Jonson (n.d.) present common examples of potential risks that a bank
can face, including:

Credit risk: The most visible risk in banking is credit risk, and it is also the most crucial
in terms of possible loss. Failure of a few key clients may lead to a substantial loss and, in
the worst-case situation, result in a bank’s collapse. This threat indicates that it is possible
that loans will not be paid back, or that investments may deteriorate or collapse, because of
which the bank suffers a loss. This risk covers more than just the possibility of borrowers
defaulting on payments, but also the likelihood of instalments being late, causing issues for
the banks.

Liquidity risk: This risk is well defined as the risk of not being able to fulfil obligations
of the depositor without incurring intolerable charges or fund asset increases as needed
(Abdul-Rahman et al. 2018). Liquidity issues typically arise because of large withdrawals
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when a bank’s cash reserves are insufficient (Iqbal 2012). Liquidity risk can be further
separated into two groups: liquidity market risk and liquidity financing risk (Ruozi and
Ferrari 2013; Iskandar 2014).

Drehmann and Nikolaou (2013) define financing liquidity as the capacity to satisfy
commitments as soon as possible. As a result, if a bank is unable to satisfy commitments on
time, it is illiquid. As a result, financing liquidity risk is the probability that the bank may
become unable to fulfil commitments with immediate effect over a certain time horizon
(Drehmann and Nikolaou 2013). Tian (2009) explains that the risk of funding liquidity
is that a bank will be unable to satisfy its cash flow and collateral need commitments.
Market liquidity risk is the loss experienced when a market player wishes to make a deal
or liquidate a position instantly, but does not get the optimal price.

Interest rate risk: This risk reflects the vulnerability of a bank’s profitability to interest
rate swings, which impact liabilities and assets in many ways, as banks have unbalanced
balance sheets. Investors have a vested interest in the bank’s performance in a given way
if they predict interest rates will go in that direction in the future. When interest rates
are forecast to rise, assets will be even more interest-sensitive than liabilities, and vice
versa when rates are expected to fall (Jonson n.d.). “Interest rate risk in the banking book”,
though, is described as the existing or potential risk to a bank’s capital and profitability
because of unfavourable interest rate changes impacting the banks’ book assets. When
interest rates fluctuate, so do the present value and timing of future cash flows.

Market risk: Market risk is the danger of losing money because of negative changes
in the value of a trading portfolio caused by changes in interest rates, stock prices, and
currency exchange rates. When banks store financial instruments in their trading books, or
hold shares as collateral, market risk occurs.

Country risk: This is the capacity and incentive of debtors inside a country to repay
their obligations. Because of this, cross-border obligations are exposed to credit risk.

Solvency risk: This is the risk that the capital of a bank will be inadequate to cover
losses incurred owing to a variety of risks, and consequently the risk of a bank’s col-
lapse. Appropriate capital is essential for the financial system’s stability from a regulatory
perspective.

2.4. Risk Governance

As the 2008 economic slump raged across the industrialised world, it became evident
that something had gone badly wrong with how banks and other businesses handled risk.
The issues at corporations such as Citibank, the Royal Bank of Scotland, and the Union
Bank of Switzerland, showed common faults in how boards of directors managed risk in
their enterprises (Andersen et al. 2014).

According to Principle 11 of the King IV Report on Corporate Governance, “The
governing body should govern risk in a way that supports the organisation in setting
and achieving its strategic objectives” (IoDSA 2016, p. 61). Consequently, the governing
body is responsible for the implementation and management of risk. Furthermore, risk
management should be entrenched in a business’s daily operations (IoDSA 2016).

Moreover, risk supervision is the responsibility of the whole board of directors (IoDSA
2016). Risk committees are specifically used by certain boards to help them oversee risks. A
risk committee can be established independently, or merged with the audit committee and
allocated to a combined audit and risk committee (Andersen et al. 2014).

Lundqvist (2015, p. 442) defines risk governance as the “marriage of corporate gov-
ernance and risk management, and it is the identifying component of an enterprise risk
management system”. Importantly, the International Finance Corporation (2015) concurs
with Lundqvist (2015) that risk governance is concerned with the identification, manage-
ment, and communication of risk using the principles of good corporate governance. Risk
governance responsibilities include overseeing and managing the degree of risk accepted
by banks. Therefore, if risk governance is unable to appreciate and analyse the returns
associated with management’s risky decisions throughout the monitoring process, it may
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exert undue pressure on management, compelling them to make risk-return investments
that are incorrect (Aljughaiman and Salama 2019).

2.5. Disclosure of Risk by Organisations

The IoDSA (2016) recommends in the King IV Report on Corporate Governance that
companies should disclose their risks and opportunities. According to Gao (2010), properly
disclosed risks reduce potential investor confusion about the organisation’s future cash
flows. Miihkinen (2012) states that risk disclosure can benefit customers, employees, and
other stakeholders. Miihkinen (2012) further states that disclosure of risk includes not only
reporting on the risk, but also providing data on how the risks are handled to maximise the
wealth of shareholders and reduce the potential of economic tragedy.

2.6. Integrated Reporting

The International Integrated Reporting Council (2021, p. 10) defines an integrated
report as “a concise communication about how an organisation’s strategy, governance,
performance, and prospects, in the context of its external environment, lead to the creation,
preservation, or erosion of value over the short, medium, and long term”. The IoDSA (2016)
reiterates this definition. It is important to note that long-term success can be realised by
firms if they can convert risks into opportunities to produce value.

According to Moolman (2015), companies cannot just state that they have a risk
management plan and consider this to be adequate, since they must actively participate
in risk management procedures. The International Integrated Reporting Council (2021,
p. 56) explains that, “An integrated report should answer the question: What are the
specific risks and opportunities that affect the organisation’s ability to create value over
the short, medium, and long term, and how is the organisation dealing with them?” An
emphasis is placed on risk and opportunity disclosure in the framework (Moolman et al.
2016). For example, according to the International Integrated Reporting Council (2021), risk
and opportunity disclosures should contain:

• The distinct opportunities and risks that affect the organisations’ ability to create value;
• Opportunities and risks that affect the availability, quality, and pricing of relevant

capitals;
• Particular external risk sources;
• Particular internal risk sources;
• The organisation’s evaluation of the chance of risk or opportunity materialising, and

the degree of its impact if it occurs;
• Actions made to mitigate or manage significant hazards; and
• The organisation’s attitude to any real risks that are critical to the organisation’s ability

to produce value in the long run, and which could have disastrous effects.

The International Integrated Reporting Council (2013) states that an organisation
should communicate the risks and opportunities present, as well as how it plans to reduce
those risks, and capitalise on those opportunities. It is critical for a business to understand
which elements have the most influence on its long-term value creation. Users can benefit
from integrated reporting, because it provides a more in-depth understanding of business
risks and how the firm will respond to them.

By connecting the concerns across the report, the disclosure may be narrowed down
to the most crucial concerns. If an issue is recognised as a major risk or opportunity,
the approach and performance in dealing with it, as well as the future prognosis and
governance process, should be presented or given (International Integrated Reporting
Council 2013).

2.7. Empirical Studies on Integrated Reporting and Risk Disclosures

A growing body of literature demonstrates the relevance of conducting research
on integrated reporting. A number of studies entailed the performance of a systematic
literature review to provide insights on the current scholarship of integrated reporting.
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For instance, Jayasiri et al. (2022) reviewed 210 journal articles, and report that current
research efforts on integrated reporting focuses more on practice as compared to normative
issues, and that the array of research topics have increased over time. On the other hand,
Hossain et al. (2022) reviewed 219 journal articles on integrated reporting, and reveal that a
majority of studies are focused at the organisational level, while a limited but inconclusive
body of work relates to the economic consequences of integrated reporting and integrated
reporting quality. Furthermore, the reported results indicate that there is no consensus on
the determinants of either integrated reporting or integrated reporting quality, and that
more research is needed on the assurance of IRs. Lastly, the study by De Villiers et al. (2014)
highlights that because companies understand the requirements of integrated reporting
differently, a number of theoretical and empirical challenges exist in conducting future
research. The foregoing discussion has highlighted some challenges associated with the
existing and future scholarship on integrated reporting; however, the discussion also shows
a growing body of literature—for instance, studies that have considered issues related to
integrated reporting quality.

Donkor et al. (2022) used content analysis and regression analysis to examine the
relationship between the quality of IRs produced by firms listed on the JSE and corporate tax
avoidance (CTA). The authors report a negative association between integrated reporting
quality and CTA. Additionally, the findings show that the relationship changes between
various CTA quantiles—for instance, at high levels of CTA, no relationship exists. Using a
similar method to the previous study, Songini et al. (2022) analysed 212 IRs by 53 companies
located across Anglo-Saxon, European, and other countries to understand the relationship
between board of director characteristics and the compliance of disclosures according to
the requirements of the IIRF. The authors report that the quality rather than the quantity
of board of director members is important when increasing the quality of IRs, as the level
of education of board members and profitability as a control variable were found to have
a positive association, while gender and leverage as a control variable has a negative
association with integrated reporting quality. Najihah (2022) also examined the relationship
between the quality of IRs and institutional investors with the lowering of information
asymmetry by companies listed on the JSE. The findings show a negative association
between the proportion of stock ownership and the quality of integrated reporting with
information asymmetry.

The research on integrated reporting and risk disclosures has also provided varying
results. Elshandidy et al. (2022) conducted research to determine whether textual disclo-
sures of risk provided in the IRs of firms located in South Africa and the United Kingdom
differ from disclosures provided in the annual reports. Furthermore, the research sought to
examine whether the introduction of integrated reporting had an impact on a firm’s market
value. Using archival data, the authors report that risk disclosures provided in the IR were
significantly lower than risks disclosed in the annual reports. Additionally, using time
series differences, the authors observe that the textual risk disclosures had a statistically
insignificant impact on a firm’s market value. Conway (2019) used regression analysis,
and found that the provision of quality IRs by firms in South Africa is associated with a
decrease in risk and financial performance and an increase in environmental, social, and
governance (ESG) scores, including an increase in institutional investors. Manes-Rossi et al.
(2017) used content to explore the risk and opportunity disclosures contained within the
IRs of Italian companies. They report that disclosures provided are extensive, particularly
disclosures pertaining to the risks and opportunities of the six capitals. Similarly, Guthrie
et al. (2020) identified the types of risk disclosures provided by companies in Italy using
content analysis. The authors report that Italian companies provide a wide array of financial
and non-financial risks, using both textual and graphical representations in their IRs.

3. Materials and Methods

This study has followed an interpretivist paradigm, which is largely qualitative in
nature, since it involves the collection and interpretation of non-numerical data. This study
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is based on a cross-sectional research design because data were collected from the latest IRs
of the selected South African banks at a single point in time.

The population of interest selected for the empirical study comprised all banks in
South Africa. South Africa has a varied banking system that includes commercial banks,
mutual and cooperative banks, and foreign-owned branches (International Monetary
Fund 2022). Recent reports indicate that 31 banks comprising of 18 local banks and
13 local branches of foreign banks operate within South Africa (BusinessTech 2021). A
purposive non-probability sampling technique was used to select the sampling units for
this study. Purposive sampling is a type of non-probability sampling procedure in which
participants are not chosen at random. Instead, participants, are chosen according to the
type of information they can supply (Clark et al. 2021). In South Africa, the five biggest
banks control about 90 percent of total banking industry assets, dominating the financial
scene (BusinessTech 2021; International Monetary Fund 2022). Because of this, the sample
comprised the top five commercial banks in South Africa, namely, Absa, First National
Bank, Nedbank, Standard Bank, and Investec Bank, since they have the most significant
market share in terms of customer and total asset worth (Norrestad 2020). Additionally,
although the top five banks have been identified, when the findings are reported, the banks
have been anonymised and labelled as Banks A–E to ensure their rights are protected and
not violated in compliance with the ethics approval received for this study.

The data used in this study comprised the risk and opportunity disclosures contained
in the IRs of the selected banks in South Africa. The latest available IRs at the time this study
was conducted were downloaded in May 2022 from the publicly available information
contained on the website of each bank. Thereafter, the IR for each bank was assessed to
confirm that disclosures about risks and opportunities were provided to ensure that the
data set is valid and complete for subsequent data analysis.

Qualitative content analysis is one of the qualitative methodologies used for evaluating
and interpreting data (Elo et al. 2014; Hsieh and Shannon 2005). The use of qualitative
content analysis to analyse the data was ideal for this study, since it does not require human
participants and gives considerable and frequently unique insight into organisational policy
and practice such as the disclosures provided in the IR (Zikmund et al. 2019).

For the first research objective, a checklist was utilised to analyse the content disclosed
in the IRs of the selected South African banks. The checklist, as shown in Section 4, was
developed according to the requirements contained in the IIRF, Part 2: The Integrated Report
under Section 4, Content Elements, specifically content element 4D which deals with Risks
and Opportunities as discussed in Section 2.6 above. In order to determine the extent of the
risk and opportunity disclosures provided by each of the selected banks, the requirements
on the checklist were either “ticked

√
” if disclosed, or indicated as a “plus sign +” if partially

disclosed, or “crossed X” if not disclosed. It must be pointed out that there are limitations to
using checklists when analysing disclosures such as the subjective nature of coding, and
the focus on the existence rather than the quality of disclosures (Leuz and Wysocki 2016).

For the second research objective, the data were analysed as follows. Firstly, all the risk
and opportunity disclosures provided by the selected banks in their IRs were identified.
After the identification of the risks and opportunity disclosures, the second step involved
the categorisation of the risks and opportunities into themes in order to assess the nature of
the disclosures. Then, once all the themes were identified, each theme was mapped to the
respective banks’ disclosures in their IRs, and indicated with a tick (

√
) if the theme appears

or a cross (X) if the theme does not appear. In this way, themes that are common amongst
the banks were identified, and analysed according to their occurrence both individually
and across the selected banks. Finally, some examples are provided related to the risk and
opportunity disclosures provided in the IRs in order to showcase the manner in which
these disclosures are communicated to users.



J. Risk Financial Manag. 2022, 15, 551 8 of 15

4. Presentation of Findings

The findings as shown in Table 1 relate to the first research objective for this study.
The findings indicate that two banks (Banks B and D) only partially complied with the
requirements, because they only provided disclosures about their risks and no disclosures
about their opportunities. The findings also indicate that three of the banks (Bank A, Bank C,
and Bank E) provided disclosures concerning both risks and opportunities in conformance
with the requirements of the IIRF. These findings suggest that the selected banks do comply
with the requirements in the IIRF; however, there are areas of improvement in some banks,
particularly related to the disclosure of opportunities.

Table 1. Disclosures of Risk and Opportunity in the Integrated Reports.

Disclosure Requirements from the
International Integrated
Reporting Framework

Bank A Bank B Bank C Bank D Bank E

1. The unique risks and
opportunities that have an
impact on the company’s
capacity to create value.

√
+

√
+

√

2. Risks and opportunities
affecting the availability,
quality, and cost of relevant
capitals.

√
+

√
+

√

3. Particular external risk
sources.

√ √ √ √ √

4. Particular internal risks and
opportunities sources.

√
+

√
+

√

5. The organisation’s
assessment of the likelihood
of the danger or opportunity
materialising, as well as the
degree of its impact if it
occurs.

√ √ √ √ √

6. Actions made to mitigate or
manage significant hazards.

√ √ √ √ √

7. The organisation’s attitude to
any real risks that are critical
to the organisation’s ability to
produce value in the long run
which could have disastrous
effects.

√ √ √ √ √

Source: Compiled by authors (
√

= disclosed; + = partially disclosed).

The findings with respect to the second research objective, specifically the nature of
the risk disclosures, are reported in Table 2. According to the findings of the investigation,
the nature of the risks disclosed by all banks can be summed up according to 38 themes. On
further analysis, some of the most common risks disclosed by all banks include risks con-
cerning: ESG risk, credit risk, funding and liquidity risk, cyber risk, information technology
and technology risk, compliance risk, fraud risk, market risk, insurance risk, country risk,
and legal risk. Some of the least common risks when comparing the disclosures across all
banks include back-to-back extreme weather events; ransomware attacks; payment risk;
security risk; vendor risk; financial accounting risk; transaction processing risk; information
risk; financial crime risk; information risk; business risk; and physical assets, safety, and
security risk. While 38 themes of risk disclosures were identified, there are instances where
themes may overlap—for instance, cyber risk versus ransomware attacks—suggesting
differences in terminology used by banks to describe the same or similar risks.
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Table 2. Nature of Risk Disclosures.

Nature of Risks Disclosed Bank A Bank B Bank C Bank D Bank E

1. Environmental, social, and governance
(ESG) risk

√ √ √ √ √

2. Credit risk
√ √ √ √ √

3. Market risk
√ √

X
√ √

4. Reputation risk
√ √

X X
√

5. Insurance risk
√ √

X
√ √

6. Operational risk X
√

X
√ √

7. Resilience and business continuity risk X
√

X
√ √

8. Risks relating to emerging markets X X X
√ √

9. Impact of COVID-19-related regulatory
changes risk

√ √
X X

√

10. Funding and liquidity risk
√ √ √ √ √

11. Country risk
√ √ √

X
√

12. Cyber risk
√ √ √ √ √

13. Capital risk X X
√

X
√

14. Legal risk
√ √

X
√ √

15. Back-to-back extreme weather events
√

X X X X

16. Ransomware attacks
√

X X X X

17. People risk
√

X X
√ √

18. Payment risk X X X
√

X

19. Information technology and technology risk
√ √ √ √ √

20. Treasury risk
√ √

X X X

21. Tax risk
√

X X X
√

22. Financial crime risk X X X X
√

23. Business disruption risk
√

X X X X

24. Conduct and compliance risk
√

X X
√

X

25. Security risk
√

X X X X

26. Strategy position and execution risk
√

X
√ √

X

27. Vendor risk X X X
√

X

28. Equity investment risk X X X
√ √

29. Financial accounting risk
√

X X X X

30. Third-party risk
√

X X X
√

31. Transaction processing risk
√

X X X X

32. Financial crime risk
√

X X X X

33. Information risk
√

X X X X

34. Compliance risk
√ √ √ √ √

35. Fraud risk
√ √ √ √ √

36. Model risk
√ √

X X
√

37. Business risk X X X X
√

38. Physical assets safety risk
√

X X X X

Source: Compiled by authors (
√

= disclosed; X = not disclosed).

The manner in which the selected banks have chosen to disclose their risks in their IRs
are generally similar, notwithstanding some differences. The majority of banks (Banks A, B,
D, and E) provided disclosures about each risk, with accompanying explanations regarding
the impact of the risks and mitigating strategies to reduce or eliminate the risks. Other
information was also provided by Banks A and D, such as risk tolerance levels and the
link between the risks with the six capitals or strategy of the banks. The risk disclosures
provided by Bank C differed somewhat from the above approach, in that the risks were
identified with accompanying explanations, but without any additional information such
as mitigating strategies, risk tolerance levels, or any links to the capital or strategies of
the bank. These examples demonstrate that while all the banks comply with the IIRF,
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the manner in which risks are disclosed is not uniform or standardised. An example is
provided in Table 3 of how risk disclosures are presented in the IR.

Table 3. Example of Risk Disclosure.

People Risk Mitigating Strategies Links to Six Capitals

Human capital risk is increasing
concerning the health and
well-being of employees. These
risks have come about because of
changes brought about by
COVID-19.

• Implementing a hybrid
working environment.

• Focus on mental, physical,
and financial well-being of
employees.

• Leadership to be human
centred.

Human capital
Intellectual capital

Source: Adapted from sampled bank.

The findings with respect to the nature of the opportunity disclosures are reported
in Table 4. According to the findings of the investigation, the nature of the opportunities
disclosed by all banks can be summed up according to 14 themes. On closer inspection,
opportunities disclosed by banks are generally not similar, as the majority of disclosures
appeared only once. It was noted that two of the five banks, that is Bank B and Bank D in
the analysis below, did not provide any disclosures pertaining to opportunities in their IR.
These findings indicate that some preparers of IRs do not disclose all their opportunities,
suggesting a hesitancy to reveal future opportunities to competitors.

Table 4. Nature of Opportunity Disclosures.

Nature of Opportunities Disclosed Bank A Bank B Bank C Bank D Bank E

1. Trusted brand
√

X
√

X X

2. Growth and expansion into Africa
√

X
√

X X

3. Drive financial inclusion across the
continent and portfolio resilience

√
X X X X

4. Strong client interest in the sustainable
finance product and client engagement

√
X X X X

5. Exponential growth in global
sustainable finance market
across sectors

√
X X X X

6. Climate change and renewable energy
opportunities and stakeholder
engagement

√
X X X X

7. Direct environmental impact
management

√
X X X X

8. South African economic recovery—An
improvement in socioeconomic
conditions, under both ‘base case’ and
‘positive’ scenarios

X X
√

X X

9. Revenue growth and cost optimisation X X
√

X X

10. Accelerating innovation in a
client-centred manner X X

√
X X

11. The launch of a digital learning
platform and learning offerings to
grow and mobilise talent internally,
while ensuring a steady supply of
scarce and critical skills when needed

X X
√

X X

12. The strength of client franchises X X X X
√

13. Strong client interest in the sustainable
finance product X X X X

√

14. Exponential growth in global
sustainable finance market
across sectors

X X X X
√

Source: Compiled by authors (
√

= disclosed; X = not disclosed).
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On inspection of the opportunity disclosures provided by Banks A, C, and E in
their IRs, all these banks have provided narrative or textual disclosures to describe their
opportunities. For example, the textual disclosures provided by some of the sampled
banks about their opportunities related to “trusted brand” and “growth and expansion into
Africa” is paraphrased as follows:

The strength and legitimacy of our brand is unmatched and distinguishable in South
Africa. The strength of our franchise, physical distribution networks, and digital platforms
are all fortified by the strength of our brand.

We will continue to exploit opportunities to support our clients who are expanding into
African markets by utilising all available resources.

5. Discussion of Findings

Regarding the first research objective in this study, we sought to determine whether
disclosure of risks and opportunities by the selected banks complies with the requirements
in the IIRF. The findings indicate that three of the banks (Bank A, Bank C, and Bank E)
provided a full set of disclosures concerning both risks and opportunities. However, we
also found that two banks (Banks B and D) only partially complied with the requirements,
because they only provided disclosures about their risks and no disclosures about their
opportunities. The implications of these findings are that banks in South Africa generally
take their responsibility seriously when producing an IR, as they have ensured that most of
the disclosure requirements concerning risks and opportunities have been met, as specified
in the IIRF. These findings answer the calls by Pistoni et al. (2018) and Hossain et al. (2022)
to examine the quality of integrated reporting across industries and organisations, as this
study provides insights into the quality of the integrated reporting practices by South
African banks. Additionally, these findings suggest that, notwithstanding some exceptions,
companies in South Africa generally prepare their IRs according to the guidance contained
in the IIRF. The previous statement is supported in the study by Moolman et al. (2016)
as they found that the top 100 JSE-listed companies provided disclosures about risk and
opportunity according to the requirements of the IIRF, except for disclosures about risk
evaluations.

Regarding the second research objective in this study, we sought to determine the
nature of the risks and opportunities disclosed by the selected banks in their IRs. The
main findings show that risk disclosures can be summed up according to 38 themes,
while opportunity disclosures can be summed up according to 14 themes, as shown in
Tables 2 and 4 of this study. The implications of these findings are that banks provide
more disclosures related to risks as compared to opportunities, while some banks need
to improve their disclosure practices regarding their opportunities. The findings related
to the nature of risk disclosures demonstrate that while risks may be common within an
industry, there are individual risks that may impact some banks more than others (Woods
and Dowd 2008). Many of the common risks, as detailed in the literature, such as credit
risk, liquidity risk, market risk, and country risk have been disclosed by the banks in
the study (Saunders and Cornett 2006). In addition, a number of other risks for banks
falling outside of what is normally included in the literature have been disclosed—for
example, ESG risk, insurance risk, and cyber risk. This indicates the dynamic nature of
conducting business, and the potential for both external and internal factors to drive risks
and influence the risk management processes put in place by the selected banks (Saunders
and Cornett 2006; Walker 2013). The varied nature of the risk disclosures by banks in
South Africa shows agreement with the study by Guthrie et al. (2020), as various types
of risks were disclosed by Italian companies in their IRs. Nevertheless, the findings show
a potential for themes on risk to overlap, which aligns with the opinion of Hossain et al.
(2022) for the development of a dictionary targeted towards disclosures included in the IRs.
The findings related to the nature of opportunity disclosures show that a majority of the
banks did disclose their opportunities in their IRs, which provides evidence that the banks
do consider and disclose circumstances that could have a potential beneficial impact on
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creating value (Andersen et al. 2014). The disclosure of these opportunities also indicates
that the majority of the selected banks do intend capitalising on growth opportunities
(The World Bank 2013). However, some banks did not provide any disclosures about
their opportunities, supporting prior findings in the literature on limited disclosures of
forward-looking information in IRs (Melloni 2015). Overall, the findings of this study
provide an answer to the question raised by Cheng et al. (2014) for a greater understanding
of the various performance metrics as reported by companies in their IR.

6. Theoretical and Practical Implications of Findings

With respect to the theoretical implications of this study, our findings extend the
research undertaken by Moolman et al. (2016) in that it focuses attention exclusively on
the risk and opportunity disclosures provided by banks within South Africa based on the
revised version of the IIRF. Furthermore, this study also answers the call by Marchbank
(2016) for more studies to explore the nature of disclosures provided in the IRs. In so doing,
the findings shed light on the disclosure practices and nature of risks and opportunity
disclosures by South African banks. The findings compliment and extend the conventional
risks faced by banks as reported in the literature, in addition to highlighting risks that are
pertinent within an African context. These findings also provide a basis for comparison
between other sectors in the financial industry within South Africa, and for similar studies
conducted abroad. Finally, the findings of this study can also be used in future studies as a
basis when developing a framework or checklist to assess risk and opportunity disclosures
provided by banks or other financial institutions.

Regarding the practical implications, the findings offer a risk and opportunity universe
from which preparers of IRs can refer to as part of their risk and opportunity identification
process, and subsequent reporting thereof. This is notable because disclosures about op-
portunities were found to be lacking in some instances, so we recommended that those
responsible for preparing the IRs have control systems in place to ensure that disclosures
about the banks’ opportunities are provided in the IR to be compliant with the require-
ments in the IIRF. These findings are important to academics, as it extends their knowledge
concerning the level of compliance by South Africa banks with integrated reporting require-
ments, and also extends their knowledge concerning the risk and opportunity universe
applicable to banks in an African context. These findings may be relevant to standard-
setters, as they offer a basis for developing guidelines regarding risk and opportunity
disclosures. The findings from a practical perspective address the need identified by Arora
et al. (2022) for a holistic view of the risk and opportunity disclosures provided by banks.

7. Conclusions

The purpose of this research was to examine the disclosure of risks and opportunities
in the IRs of the top five banks in South Africa. The findings demonstrate that while
all the banks are generally fully compliant with the IIRF requirements as they pertain
to disclosures of risks and opportunities, two of the banks did not provide disclosures
related to opportunities. The findings concerning the nature of risk disclosures show that
38 themes related to risks were disclosed, while the nature of opportunities disclosed show
that 14 themes were disclosed by the selected banks.

This study was not without limitations. The scope of this study was limited to the
top five banks in South Africa, and may therefore not be representative of other banks that
are required to disclose risks and opportunities in their IRs. Consequently, we suggest
that future studies incorporate the remaining banks operating in South Africa, and the
findings thereof should be compared to the findings of this study. In addition, this study
only focused on the disclosure of risks and opportunities in the IR for one year, and no
comparison was made between different years. As such, we suggest that future studies
extend the analysis to periods of between three and five years, in order to determine the
consistency and importance of risk and opportunity disclosures provided. To conclude,
this study made use of content analysis and manual checklists, which have a number of
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disadvantages, so future studies should consider using software programmes to analyse
the textual disclosures.
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