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Abstract

The growing need for more relevant detail in financial

statements proper to be produced annually, quarterly or

monthly, and possibly continuously, translates into an

urgent need for more advanced methods and tools for trend

analysis. This paper takes a broader view at balance sheet

analysis. We observe balance sheet items at the highest

level of aggregation and compare them with the next level

of detail. This exposes a multidimensional structure

produced by all balance sheet items and their time points.

This innovative approach to balance sheet analysis provides

a new method to determine the relevance and materiality of

accounting information. Instead of computing accounting

ratios separately, we apply multivariate analysis as to

explore the “data space” of the balance sheet of our

example company: 3M. We study ten‐years of quarterly

balance sheets and discuss some trends by comparing

scatter plots with spectral map analysis – spectramap for

short – and color coding to expose latent variables hidden in

this data. We substantiate that we can explain the larger

part of variance present in balance sheets in a more

meaningful manner. This paper also seeks to corroborate

the generality assumption that underlies the structure of

the balance sheet. We strive to increase the usability of

balance sheet data and underpin its explanatory power.

Keywords

Accounting  Financial analysis

Performance measurement (quality)

Citation

Melse, E. (2004), "What color is your balance sheet? The

relevance and explanatory power of wealth accounts",

Balance Sheet, Vol. 12 No. 4, pp. 17-32.

https://doi.org/10.1108/09657960410699685

What color is your balance sheet? The relevance

and explanatory power of wealth accounts

Eric Melse 

Balance Sheet

: 0965-7967

Article publication date: 1 September

2004

ISSN

(International

Standard

Serial

Number.)

DOWNLOADS

 3020

Access and authentication: Please visit our page. Close 

Welcome Guest user

Advanced searchEnter your search terms here 

We are using cookies to give you the best experience on our website, but you are free to manage these at any time. To

continue with our standard settings click "Accept". To find out more and manage your cookies, click "Manage cookies".

Accept  Manage cookies 

https://www.emerald.com/insight/
https://www.emerald.com/insight/sitemap/publications#journals
https://www.emerald.com/insight/publication/issn/0965-7967
https://www.emerald.com/insight/publication/issn/0965-7967/vol/12/iss/4
https://connect.liblynx.com/go/emerald?sachoose=1&target=https%3A%2F%2Fwww.emerald.com%2Finsight%2Fredirect%3Ftarget%3Dhttps%253A%252F%252Fwww.emerald.com%252Finsight%252Fcontent%252Fdoi%252F10.1108%252F09657960410699685%252Ffull%252Fhtml%253FqueryID%253D
https://www.emerald.com/insight/search?q=Accounting
https://www.emerald.com/insight/search?q=Financial+analysis
https://www.emerald.com/insight/search?q=Performance+measurement+%28quality%29
https://www.emerald.com/insight/search?q=Eric%20Melse
https://www.emerald.com/insight/publication/issn/0965-7967
https://doi.org/10.1108/09657960410699685
https://www.emerald.com/insight/search?q=Eric%20Melse
https://www.emerald.com/insight/publication/issn/0965-7967
https://emeraldpublishinggroup.freshdesk.com/support/solutions/articles/36000213997
https://www.emerald.com/insight/advanced-search


Emerald logo

      

© 2024 Emerald Publishing

Limited. All rights reserved,

including rights for text and data

mining, artificial intelligence

training and similar technologies.

Services

Authors

Editors

Librarians

Researchers

Reviewers

About

About Emerald

Working for Emerald

Contact us

Publication sitemap

Policies and

information

Privacy notice

Site policies

Modern Slavery Act

Chair of Trustees governance

statement

Accessibility

Publisher: Emerald Group Publishing Limited

Copyright © 2004, Authors

 Download as .RIS

Support & Feedback   Manage cookies

https://twitter.com/EmeraldGlobal
https://www.facebook.com/EmeraldPublishingImpact/
https://www.linkedin.com/company/emerald-group-publishing-limited
https://www.youtube.com/user/EmeraldPublishing67
https://www.emeraldgrouppublishing.com/services/authors?distinct_id=%24device%3A1918ee45ead149-060e4cedfeda71-591a3765-4b000-1918ee45ead149
https://www.emeraldgrouppublishing.com/services/journal-editors?distinct_id=%24device%3A1918ee45ead149-060e4cedfeda71-591a3765-4b000-1918ee45ead149
https://www.emeraldgrouppublishing.com/services/librarians?distinct_id=%24device%3A1918ee45ead149-060e4cedfeda71-591a3765-4b000-1918ee45ead149
https://www.emeraldgrouppublishing.com/services/researchers?distinct_id=%24device%3A1918ee45ead149-060e4cedfeda71-591a3765-4b000-1918ee45ead149
https://www.emeraldgrouppublishing.com/services/reviewers?distinct_id=%24device%3A1918ee45ead149-060e4cedfeda71-591a3765-4b000-1918ee45ead149
https://www.emeraldgrouppublishing.com/about/?distinct_id=%24device%3A1918ee45ead149-060e4cedfeda71-591a3765-4b000-1918ee45ead149
https://careers.emeraldpublishing.com/
https://www.emeraldgrouppublishing.com/about/contact-us?distinct_id=%24device%3A1918ee45ead149-060e4cedfeda71-591a3765-4b000-1918ee45ead149
https://www.emerald.com/insight/sitemap/publications
https://www.emerald.com/insight/site-policies
https://www.emerald.com/insight/site-policies
https://www.emeraldgrouppublishing.com/about/policies-and-information/modern-slavery-act?distinct_id=%24device%3A1918ee45ead149-060e4cedfeda71-591a3765-4b000-1918ee45ead149
https://www.emeraldgrouppublishing.com/sites/default/files/2020-08/MCB-Pension-Chair-Statement-2019.pdf?distinct_id=%24device%3A1918ee45ead149-060e4cedfeda71-591a3765-4b000-1918ee45ead149
https://www.emerald.com/insight/accessibility

