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Abstract 
This study examines how IFRS 18 — mandatory from 2027 — affects the comparability of 
Brazilian banks' financial performance under mandatory dual reporting, in which institutions 
simultaneously disclose consolidated statements under IFRS and regulatory reports under 
Cosif, the Brazilian Central Bank's prudential standard. Two potentially conflicting 
dimensions are investigated: intra-standard comparability across banks reporting under IFRS, 
and cross-regulatory compatibility between IFRS and Cosif results. Grounded in the 
functional comparability framework, the study extends this approach to a dual reporting 
environment by incorporating the argument that financial and prudential regimes serve 
structurally distinct informational objectives  and that presentation-level normative changes 
can alter comparability independently of underlying economic fundamentals. A counterfactual 
reclassification of IFRS income statements is applied to 28 Brazilian banks across 139 bank-
period observations (2020–2024), using BCB regulatory documents 9011 (Cosif) and 9031 
(IFRS). Structural comparability is measured by the L1 Manhattan distance between 
compositional income statement vectors, normalized by a gross revenue proxy. Inference 
relies on non-parametric bootstrap (5,000 resamples); variance is decomposed through a two-
way fixed effects model. IFRS 18 reduces intra-standard pairwise distance by approximately 
32%, showing that current heterogeneity largely reflects presentation discretion rather than 
genuine economic differences. The standard marginally increases Cosif×IFRS distance 
(+0.017; 95% CI: [0.004; 0.033]), but with an effect below 1% of observed absolute distance. 
Divergence is structurally determined (71.8% between-bank) and concentrated in five 
discretionary classification concepts that account for 93.2% of total L1. The study offers the 
first systematic measurement of divergence between both mandatory standards in Brazilian 
banking and proposes a replicable protocol extensible to other dual-reporting jurisdictions. 
Findings provide pre-adoption evidence that IFRS 18 delivers meaningful intra-standard 
comparability gains without materially aggravating cross-regulatory tension with Cosif — a 
result directly relevant to regulators, preparers and users ahead of the standard's 2027 
effective date. 
Keywords: Accounting comparability. IFRS 18. Cosif. Dual reporting. CPC 51. 
 
1. Introduction 

Comparability is recognized as an enhancing qualitative characteristic of accounting 
information relevant to decision-making by investors, creditors and other external users. 
Contemporary accounting literature demonstrates that greater comparability reduces 
information processing costs, improves capital allocation and affects real economic decisions 
even in the absence of changes in underlying cash flows (De Franco et al., 2011; Young & 
Zeng, 2015). More recent evidence reinforces that greater comparability is associated with 
improvements in the informational environment, earnings quality and market discipline, 
including in regulated sectors such as banking (Hoitash et al., 2018; Bischof et al., 2021; 
Fontes et al., 2025). 

In this context, the International Accounting Standards Board (IASB) approved in 
2024 IFRS 18 – Presentation and Disclosure in Financial Statements, effective from 2027 and 
translated and adapted in Brazil as CPC 51. The new standard represents a profound revision 
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of financial performance presentation by introducing a standardized structure for the income 
statement with mandatory categories, defined subtotals and more rigorous disaggregation and 
transparency criteria. 

The stated objectives of IFRS 18 (IASB, 2024a) focus on three central axes: (i) 
enhancing comparability across entities through a more consistent organization of the income 
statement; (ii) improving operational performance transparency by requiring standardized 
subtotals, such as operating profit and profit before financing and taxes; and (iii) disciplining 
the use of management-defined alternative performance measures (MPMs), formally 
integrating them into the financial statements and subjecting them to minimum explanation 
and reconciliation requirements. 

As highlighted in the Basis for Conclusions (IASB, 2024b), these changes respond to 
users' concerns about heterogeneity in the definition and presentation of operating profit and 
the proliferation of alternative performance measures disclosed outside the financial 
statements. 

Empirical evidence suggests that comparability gains associated with the adoption or 
improvement of international standards can improve investment decisions and reduce 
information asymmetries, although such gains depend on institutional factors, managerial 
incentives and enforcement mechanisms (Barth et al., 2012; Hoitash et al., 2018; Bischof et 
al., 2021; Fontes et al., 2025). 

Although IFRS 18 was designed with universal applicability in mind, its effects are 
not homogeneous across economic sectors. The Basis for Conclusions itself (IASB, 2024b) 
acknowledges that certain industries, especially the financial sector, present characteristics 
that challenge traditional revenue and expense classifications. Banks and other financial 
institutions, whose main activity consists of financial intermediation - the raising of funds and 
the granting of credit (loans and financing) to clients - occupy a singular position in this 
debate, since items traditionally classified as financial in other sectors constitute the core of 
their operations. 

This inseparability between operations and financial intermediation makes the banking 
sector a particular challenge for the logic underlying IFRS 18, since the distinction between 
operating and financial results becomes less evident. Salotti (2024) argues that the new 
standard introduces substantive interpretation and application challenges, especially in sectors 
with complex income statement structures such as the financial sector, and notes that its 
effects still lack systematic empirical investigation in Brazil. 

This banking sector characteristic becomes even more complex in jurisdictions marked 
by regulatory plurality, such as Brazil. In the Brazilian context, banks operate under an 
institutional arrangement of dual accounting disclosure (CMN, 2020). On one hand, 
consolidated financial statements are prepared under International Financial Reporting 
Standards (IFRS). On the other, these same institutions remain obligated to report accounting 
information under the Accounting Standard for Institutions Regulated by the Brazilian Central 
Bank (Cosif), established by the BCB. 

This dual disclosure reflects distinct informational objectives: while IFRS is oriented 
toward information usefulness for investors and other market participants, emphasizing 
economic aspects of performance and financial position, Cosif has a prudential nature, aimed 
at financial system supervision and systemic risk mitigation. 

The international literature on bank accounting highlights that divergences between 
financial and regulatory reports do not necessarily constitute informational failures, but rather 
stem from distinct and, to some extent, conflicting objectives between market discipline and 
financial stability (Bushman & Williams, 2012; Bischof et al., 2021). 

In this context, the introduction of IFRS 18 tends to produce asymmetric effects. By 
reorganizing the income statement under IFRS, with greater emphasis on standardized 
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categories and subtotals, the standard may enhance performance comparability between banks 
when analyzed exclusively under the international standard. Under the comparability 
literature perspective, this movement can be interpreted as an alignment of the 'accounting 
function' that translates economic events into numbers, increasing the similarity of accounting 
responses to common economic shocks (De Franco et al., 2011). 

However, this same reorganization may broaden - or redefine - the interpretive 
distance between the result reported under IFRS and that computed under Cosif, since the 
latter remains structured according to a relatively stable prudential logic. Thus, intra-standard 
comparability gains may coexist with tensions between distinct accounting standards (inter-
standard), in a relevant manner. 

Despite the relevance of this problem, recent accounting literature has focused 
predominantly on comparability analysis within the same normative standard, examining how 
IFRS adoption or improvement affects information consistency across firms or countries 
(Barth et al., 2012). There is therefore a gap to be explored regarding the effects of IFRS 18 in 
environments characterized by regulatory plurality, in which different accounting regimes 
coexist and serve distinct informational objectives. 

Specifically in the Brazilian case, no empirical studies have been identified that assess 
whether the conceptual adoption of IFRS 18 tends to broaden or reduce the interpretive 
distance between results disclosed under distinct standards. This gap is particularly relevant in 
the banking sector, given the central role of accounting profit both for investment decisions 
and for prudential supervision purposes. 

Given this context, this study investigates the following research question: what are 
the effects of the performance presentation reorganization promoted by IFRS 18 on the 
comparability of Brazilian banks' information within IFRS statements (intra-standard) and 
between results disclosed under IFRS and Cosif? 

To answer this question, the paper proposes an empirical analysis based on 
counterfactual reclassification of the income statement according to IFRS 18 criteria. This 
approach is consistent with literature that conceives comparability as a function of the 
structure through which economic events are translated into accounting numbers (De Franco 
et al., 2011) and acknowledges that changes in the organization and disaggregation of income 
statement components can affect their informational properties and comparability, even when 
underlying economic flows remain unchanged (Hoitash et al., 2018; Lee, 2024). By holding 
recognition and measurement criteria constant and modifying only the presentation structure, 
the counterfactual design allows the structural effect of the standard to be isolated - a strategy 
adopted in studies assessing the potential impact of normative changes on comparability 
(Fontes et al., 2025). 

This study contributes to the literature in three dimensions. Empirically, it provides a 
systematic measurement of the divergence between the two mandatory accounting standards 
in the Brazilian banking system, quantifying its magnitude, distribution and sources at the 
accounting concept level - and demonstrates, through counterfactual analysis, that IFRS 18 
reduces intra-standard IFRS heterogeneity between banks without materially aggravating 
cross-regulatory tension with Cosif. Methodologically, it proposes a replicable protocol 
extensible to other jurisdictions with dual reporting. Normatively, the findings inform the 
regulatory debate on the expected effects of IFRS 18 in the Brazilian financial system, 
providing an empirical basis prior to its mandatory effectiveness in 2027. 
 
2. Theoretical Framework and Hypothesis Development 
2.1 Comparability as a Normative Objective of Accounting Information 

Comparability is recognized by the conceptual framework of international accounting 
standards as an enhancing qualitative characteristic of financial information, in that it enables 
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users to identify similarities and differences between entities and over time (IASB, 2018). It 
presupposes that similar economic phenomena be depicted similarly, without eliminating the 
ability to reflect relevant economic differences. In this regard, the IASB explicitly 
distinguishes comparability from uniformity, emphasizing that imposing identical treatments 
on economically distinct transactions may reduce, rather than increase, the usefulness of 
accounting information. 

Empirical literature reinforces this distinction by treating comparability as a functional 
property of accounting, related to how different systems translate underlying economic events 
into accounting numbers (De Franco et al., 2011). Recent literature also highlights that 
changes in the structure and complexity of income statement components can affect 
comparability, especially in sectors intensive in financial instruments (Ahn, 2021). 

IFRS 18 seeks to strengthen comparability through a reorganization of financial 
performance presentation. By replacing IAS 1, the new standard introduces a standardized 
structure for the income statement, with mandatory categories, defined subtotals and more 
rigorous disaggregation criteria. In doing so, it seeks to reduce heterogeneity in the 
presentation of results between entities applying the same accounting standard, responding to 
recurring criticisms from users and regulators regarding the difficulty of comparing financial 
statements formally prepared under IFRS. Thus, IFRS 18 can be interpreted as a normative 
instrument aimed at aligning entities' accounting function, increasing comparability within the 
same standard without imposing excessive uniformity. 

In addition to function-based measures, recent studies have explored approaches based 
on the component structure and presentation similarity of financial statements (Hoitash et al., 
2018), which is particularly relevant when the normative change affects the organization of 
the income statement. 

 
2.2. Banks, Business Models and Performance Presentation 

Although IFRS 18 was designed for general application, its effects are conditioned by 
the entity's business model, which guides the classification of revenues and expenses into 
income statement categories (IASB, 2024a). In the case of financial institutions, financial 
intermediation - the raising of funds and the granting of credit (loans and financing) to clients 
- constitutes the main activity, which gives economic centrality to interest income and 
expenses. Unlike non-financial entities, for which financial charges play an accessory role, in 
banks these items represent the core of value generation through financial intermediation 
(Bushman & Williams, 2012; Bischof et al., 2021). 

Recent evidence suggests that normative changes in the banking sector, such as the 
introduction of the expected loss model in IFRS 9, can significantly modify comparability 
levels between institutions in the short term (Fontes et al., 2025), indicating that structural 
changes in income statement presentation or measurement do not produce neutral effects. 

This characteristic implies that financial margins, spreads and interest results play a 
relevant role in the assessment of banking performance by investors, analysts and regulators. 
As a consequence, the distinction between operating and financial results - frequently adopted 
in other sectors - becomes less evident in the banking context. IFRS 18 itself (IASB, 2024a; 
2024b) recognizes this specificity by admitting that, for entities whose main activity is 
financial intermediation, items normally classified in the financing or investment categories 
may be treated as operational, provided such classification adequately reflects the business 
model. 

This flexibility, however, does not eliminate the potential for structural reclassification 
of results. By requiring the income statement to be organized in standardized categories, IFRS 
18 may alter how banking performance is presented and interpreted, even in the absence of 
changes in measurement or recognition practices. In particular, the migration of financial 
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revenues and expenses to the operational category may modify key subtotals, such as 
operating profit, affecting indicators widely used in performance analysis. Thus, in the 
banking sector, the effects of IFRS 18 tend to manifest less as marginal formal adjustments 
and more as a structural reorganization of the accounting narrative of performance. 

 
2.3. Institutional Arrangements and Regulatory Plurality 

The analysis of IFRS 18 effects on banking performance comparability must consider 
the institutional context in which financial statements are produced and used. In Brazil, banks 
operate under a regulatory plurality arrangement characterized by the coexistence of two 
distinct accounting regimes. On one hand, consolidated financial statements prepared under 
IFRS (CMN, 2020) primarily serve the informational needs of investors and capital market 
participants. On the other, Cosif, regulated and supervised by the BCB, has a prudential 
orientation, aimed at financial system supervision and preservation of systemic stability. 

International banking accounting literature argues that divergences between financial 
and regulatory reports do not necessarily constitute informational failures, but rather reflect 
distinct and, to some extent, conflicting objectives between market discipline and prudential 
regulation (Bushman & Williams, 2012; Bischof et al., 2021). Under this perspective, 
accounting profit is not a neutral reflection of economic reality, but an institutional 
construction shaped by norms, incentives and specific informational purposes (Bushman & 
Williams, 2012; Bischof et al., 2021). 

 
2.4. Hypothesis Development 

Given this context of imposing a more standardized structure for the income statement 
and aligning performance presentation with entities' business models, IFRS 18 tends to reduce 
the heterogeneity in the organization of results between banks reporting under the 
international standard. In light of functional comparability literature - which conceives 
comparability as the similarity of the accounting function that transforms economic events 
into reported numbers (De Franco et al., 2011) - greater structural standardization is expected 
to increase the similarity of accounting responses to common economic shocks. Empirical 
evidence indicates that normative harmonization and greater reporting consistency tend to 
enhance comparability between entities (Barth et al., 2012; Hoitash et al., 2018). Based on 
this perspective, the following research hypothesis is formulated: 
H1: The reorganization of the Income Statement promoted by IFRS 18 increases the 
comparability of performance between Brazilian banks under the IFRS standard. 

On the other hand, considering the coexistence of accounting regimes with distinct 
informational objectives, the reorganization of performance under IFRS may accentuate 
divergences relative to results computed under Cosif. Banking accounting literature shows 
that market-oriented financial reports and supervision-oriented prudential reports serve 
distinct purposes and can produce differentiated representations of performance, even when 
based on the same underlying economic events (Bushman & Williams, 2012; Bischof et al., 
2021). 

Given that Cosif remains structured according to a relatively stable prudential logic, 
oriented toward preserving solvency and mitigating systemic risks (CMN, 2020), changes in 
IFRS performance presentation tend to alter the interpretive relationship between the two sets 
of information, even when economic flows do not change. Comparability literature recognizes 
that how economic events are translated into accounting numbers depends on the normative 
regime and institutional environment (De Franco et al., 2011; Barth et al., 2012). 
Furthermore, recent evidence indicates that normative changes in the banking sector can alter 
comparability levels between institutions even without immediate changes in economic 
fundamentals (Fontes et al., 2025). 
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Accordingly, the structural reorganization promoted by IFRS 18 is expected to affect 
comparability between results disclosed under IFRS and those computed under Cosif, leading 
to the second hypothesis: 
H2: The reorganization of the Income Statement promoted by IFRS 18 reduces the 
comparability of performance between results disclosed under IFRS and those 
computed under Cosif. 

 
3. Research Method 
3.1. Sample, Period and Data Sources 

The sample comprises 27 multiple-service banks with commercial credit portfolios 
and Caixa Econômica Federal, totaling 28 entities, which simultaneously presented financial 
statements under both IFRS and Cosif standards through regulatory documents 9011 (Cosif) 
and 9031 (IFRS) for the period 2020 to 2024. Data were collected directly from the Financial 
Statements Center of the National Financial System, on the BCB website. 

The choice of this subset ensures the analysis: (i) minimum business model 
homogeneity, centered on financial intermediation and credit granting; (ii) systemic relevance 
and representativeness in the Brazilian banking market; and (iii) simultaneous availability of 
comparable information under both accounting regimes. 

Considering the five-year period, the initial balanced structure would result in 140 
bank-year observations. However, two observations relating to fiscal year 2021 (documents 
9011 and 9031) for Banrisul - Banco do Estado do Rio Grande do Sul S.A. - were excluded 
from the analysis. The exclusion stems from the unavailability of financial statements in 
structured machine-readable format (JSON) in the BCB's official repository for that specific 
year, as they were made available only in unstructured format (PDF). 

Given that the empirical strategy requires standardized and automated extraction of 
accounting line items for the construction of compositional representations of the income 
statement, the absence of structured data precluded the consistent application of the 
counterfactual reclassification protocol and the calculation of structural distance metrics. 
These observations were therefore treated as missing data, resulting in 138 bank-year 
observations effectively analyzed. 

 
3.2. Empirical Strategy: Counterfactual IFRS 18 Income Statement 

The empirical strategy is based on the construction of a counterfactual income 
statement under IFRS 18, keeping recognized and measured values unchanged and promoting 
only structural reclassifications. This approach is consistent with the nature of the standard, 
which primarily changes the organization, categorization and subtotaling of performance 
without modifying recognition or measurement criteria. 

The reclassification is applied exclusively to statements prepared under IFRS, since 
IFRS 18/CPC 51 has not been incorporated into Cosif during the analyzed period. This 
decision allows the structural effect of the income statement reorganization to be isolated and 
both hypotheses to be tested. 

For each bank-year, three performance representations were considered: 
a. IFRS original: Income statement as per IAS 1 in force during the period. 
b. IFRS18_sim: Income statement reclassified according to IFRS 18 categories. 
c. Regulatory Cosif: Income statement per the prudential structure. 
The comparison between these representations allows direct measurement of the 

impact of the income statement's structural reorganization on comparability. 
 

3.2.1. IFRS 18 Reclassification Protocol 
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The reclassification protocol was based strictly on IFRS 18 (IASB, 2024), which 
requires that classification: reflect the economic nature of transactions (paragraph 47); 
consider the entity's business model (paragraph B59); ensure consistency and comparability 
(paragraph 30); and not offset gains and losses on financial instruments outside permitted 
criteria (paragraphs B70–B76). 

The counterfactual income statement was constructed through a formal reclassification 
protocol applied to IFRS statements (documents 9031), fully preserving recognized and 
measured values and promoting only structural categorization changes in accordance with 
IFRS 18's mandatory categories. 

IFRS 18 requires the income statement to present revenues and expenses classified in 
the following categories: operating, investing, financing and income tax. Classification must 
reflect the economic nature of transactions and the entity's business model. 

The adopted protocol strictly observes: paragraphs 47 and 69–78 (structure and 
mandatory categories); paragraphs B59 and B70–B76 (classification of financing, investing 
and financial instrument revenues and expenses); paragraphs 22–24 (coherence with the 
useful structured summary function). 

Observed divergences were resolved based on the literal text of IFRS 18. No 
recognition, measurement or presented value was changed. No new line items were created 
beyond those provided for in IFRS 18. Aggregated items were kept in the original category 
when the underlying data did not permit unequivocal identification. Table 1 presents the 
formal reclassification protocol. 
 
Table 1 – Reclassification Protocol 
IFRS original account (doc. 
9031) IFRS 18 Category Normative criterion (IFRS 18) 

Interest income and similar 
revenues Operating Operating category when related to the principal 

lending activity (item B59) 

Interest expense and similar 
charges Operating When arising from funding necessary for the 

principal activity (items 69–70 and B59) 

Expected credit loss provision 
(ECL) Operating Adjustment directly related to revenue-

generating operating assets (items 47 and B59) 

Gain/loss on financial assets at 
FVTPL 

Investing or 
Operating* 

Category defined according to relationship with 
principal activity (items 69–70 and B59) 

Gain/loss on financial assets at 
FVOCI 

Investing or 
Operating* Same business model linkage logic (item B59) 

Gain/loss on derivative financial 
instruments 

Follows hedged 
item 

Classification follows the category of the hedged 
item (items B70–B76) 

Gain/loss on investments in 
associates/subsidiaries Investing Return on investment distinct from the principal 

activity (item 70) 

Fee and commission income Operating Revenue from the entity's ordinary activities 
(item 47) 

Other operating revenues/expenses Operating Not linked to capital structure or autonomous 
investments (item 47) 

Income tax and social contribution Income taxes Mandatory specific category (item 47) 

Items not explicitly disaggregated Original category 
retained 

Observance of the principle of non-introduction 
of information not evidenced in the data (items 
22–24) 



Theme: Accounting, Technology and Sustainability: shaping the future 
research and practice 

www.congressousp.fipecafi.org 

Note: * FVTPL and FVOCI items classified as Operating when all of the following conditions are cumulatively 
met: (i) the underlying asset or liability is part of the institution's liquidity or credit portfolio; (ii) the result 
reflects the principal activity of credit origination and management, as per item B59; and (iii) the entity 
documents this linkage in its accounting policies. In the absence of any of these conditions, the item is classified 
as Investing (item 70). Where internal documentation was insufficient to determine the linkage, the Investing 
classification was adopted as a conservative stance, minimizing the risk of improper classification as Operating. 
This rule was applied consistently to all 28 banks in the sample. 
 
3.3 Operationalization of Structural Comparability 

To neutralize size differences between institutions, income statement categories were 
converted into proportions relative to the total of structural accounts considered - a procedure 
equivalent to common-size analysis, widely used to enable comparisons between firms of 
different sizes (White et al., 2003; Penman, 2010). 

Formally, for each bank and year, a compositional vector was constructed: 
 

 
where: ContaK represents the value of each mandatory IFRS 18 category (Operating, 

Investing, Financing and Income Tax), as per the reclassification protocol in Table 1; and the 
denominator is the sum of the absolute values of all K categories of the income statement for 
that bank-period. This operation ensures that vector s is strictly compositional - non-negative, 
with components summing to unity - so that the relevant information resides in the 
proportions between categories rather than in absolute values (Aitchison, 1986). 

Note that this compositional denominator is distinct from the gross revenue proxy used 
in Section 3.3.2 to normalize L1 distance: while the former captures the relative internal 
structure of each income statement individually, the latter makes the magnitude of divergence 
comparable between banks of very different sizes. The two procedures are sequential and 
independent - composition is calculated first, the L1 distance between compositional vectors 
is calculated next, and only then is this distance scaled by gross revenue for comparative 
analysis across institutions. 

Each income statement is thereby treated as a compositional distribution, in which the 
relevant information resides in proportions rather than absolute values (Aitchison, 1986). This 
transformation allows the internal architecture of results to be compared between banks 
regardless of their size. 

 
3.3.2. Structural Distance Metric 

Structural comparability is measured by the L1 (Manhattan) distance between 
compositional vectors: 

 
where superscripts represent different accounting regimes (IFRS original, IFRS18_sim 

or Cosif). 
The L1 distance presents desirable properties of symmetry and direct interpretability, 

and can be understood as the total magnitude of reclassification needed to make two 
distributions identical (Gibbs & Su, 2002; Cha, 2007). The smaller the distance, the greater 
the structural similarity between the statements. 

 
3.4. Hypothesis Testing 
3.4.1. Intra-Standard IFRS Comparability (H1) 
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For each year t, the mean pairwise distance between banks under IFRS original and under 
IFRS18_sim is calculated: 

 
where sᵢʳ is the compositional vector of bank i under regime r, and the sum runs over all 

ordered pairs (i < j) of banks with valid data in period t. 
H1 is supported if: 

 
with bootstrap confidence intervals entirely negative for the variation Δt = 

. 
Systematic reductions in  under IFRS18_sim are interpreted as evidence of increased 

structural intra-standard comparability. 
 
3.4.2. IFRS × Cosif Distance (H2) 

For each bank-year, the following is calculated: 

 

  
H2 is supported if, on average, differs significantly from , indicating that 

the structural reorganization promoted by IFRS 18 alters the degree of alignment between 
IFRS and Cosif. 

 
3.5 Statistical Inference 

The confidence intervals of all point estimates reported are obtained by non-
parametric bootstrap (Efron, 1979; Efron & Tibshirani, 1993). The procedure consists of 
repeatedly resampling - with replacement - the original sample, recalculating the statistic of 
interest in each resample and deriving the confidence interval from the resulting empirical 
distribution. Unlike classical parametric intervals, the bootstrap does not assume data 
normality, making it especially appropriate to the present context, characterized by a strongly 
asymmetric distribution and a moderate sample size. A total of 5,000 resamples were 
performed for each estimate. 

To assess whether the Cosif–IFRS divergence exhibits a systematic temporal trend 
across the five periods, the Kruskal-Wallis test was applied to the distribution of L1_norm. 
The non-parametric test is appropriate given the asymmetric data profile; overlap of bootstrap 
confidence intervals of the median between adjacent periods provides complementary 
verification. 

To decompose the total variance of the normalized L1 into its structural components, a 
two-way fixed effects (FE) model is estimated, with individual effects by bank and by period, 
specified as: 

L1ᵢₜ = αᵢ + γₜ + εᵢₜ 
where αᵢ captures time-invariant between-bank heterogeneity and γₜ captures common 

annual shocks (between-period component). 
The within-bank component is the residual temporal variation after removing both sets 

of fixed effects. The model is estimated by iterative alternating demeaning (10 iterations). The 
within R² measures the share of total variance jointly explained by both sets of fixed effects, 
and the ANOVA decomposition of the three components - between-bank, within-bank and 
between-period - quantifies their relative contributions. 
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4. Results 
4.1 Aggregate Distribution of Cosif–IFRS Divergence 

Table 2 presents the descriptive statistics of the L1 distance scaled by gross revenue 
proxy, the central comparability measure of this study. The metric captures, for each 
institution and period, the aggregate absolute divergence between values reported under Cosif 
and IFRS, expressed as a proportion of gross revenue. The analyzed sample comprises 128 
bank-period observations - 11 observations were excluded for lack of a valid scaling 
denominator. 

All confidence intervals are estimated by non-parametric bootstrap as specified in 
Section 3.5 (5,000 resamples per estimate). 
 
Table 2 – Descriptive Statistics of Normalized L1 (L1 / Gross Revenue Proxy) 

Period N Median Mean 95% CI Inf 
(median) 

95% CI 
Sup 
(median) 

SD Max N outliers 
(>2×IQR) 

Dec/2020 25 0.128 0.292 0.162 0.445 0.368 13.088 2 

Dec/2021 24 0.182 13.013 0.228 32.661 45.315 224.087 2 

Dec/2022 25 0.246 18.523 0.184 51.176 80.449 404.546 1 

Dec/2023 27 0.192 13.656 0.206 35.814 56.062 293.774 2 

Dec/2024 27 0.172 10.215 0.162 26.738 4.142 217.131 2 

Total 
(pool) 128 0.176 11.664 0.437 21.218 51.168 404.546 7 

Note: Period = fiscal year ending in December of the indicated year. N = number of bank×period observations 
with a valid gross revenue proxy. Median = central estimator of normalized L1; reported as the main measure 
due to robustness to extreme values. Mean = arithmetic mean of normalized L1; reported as a complement to 
evidence the effect of outliers on central tendency. 95% CI = bootstrap confidence interval for the median (5,000 
resamples). SD = standard deviation. Max = maximum observed value. N outliers = observations with deviation 
exceeding twice the interquartile range (|L1 − median| > 2×IQR). All L1 metrics are dimensionless. Eleven 
observations excluded due to the absence of positive Cosif values for denominator computation. 
 

The sample median (0.176; 95% bootstrap CI [0.130; 0.237]) constitutes the central 
estimator of this study: the typical bank presents a divergence equivalent to 17.6% of its gross 
revenue between the two accounting standards. The mean (1.166), substantially higher than 
the median across all periods, evidences strong positive asymmetry in the distribution - a 
pattern consistent with the presence of institutions with extreme divergences that pull the 
parametric statistic upward. This differential between mean and median is not noise: it is itself 
a finding about the structural heterogeneity of IFRS adoption in the Brazilian banking system, 
with most institutions converging to moderate divergence levels while a minority presents 
distances of a superior order of magnitude. 

In temporal terms, the median remains relatively stable throughout the 2020–2024 
period (between 0.128 and 0.246), while the mean exhibits greater volatility, peaking in 2022 
(1.852) and declining in subsequent years. This divergence between the two central tendency 
measures suggests that the trajectory observed in the mean is strongly influenced by a 
restricted subset of banks with atypical behavior, rather than by a systemic trend. 

The temporal stability of the median is corroborated by the Kruskal-Wallis test 
(Section 3.5), which does not reject the null hypothesis of equal distributions across the five 
periods (H = 1.24; p = 0.871); the bootstrap confidence intervals of the median overlap across 
all adjacent pairs. These results confirm that the observed variation between 0.128 (2020) and 
0.246 (2022) is statistically indistinguishable from sampling noise, reinforcing the 
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interpretation that the Cosif–IFRS divergence does not exhibit a systematic temporal trend: 
what varies across years is the composition of the outlier subset that pressures the mean, not 
the typical system divergence level. 

 
4.2. Heterogeneity Across Institutions 

Analysis of the L1 distance by individual bank reveals pronounced heterogeneity: the 
Cosif–IFRS divergence is not a uniform phenomenon in the Brazilian banking system, but 
rather concentrates in specific institutional subsets. Table 3 synthesizes results by divergence 
groups, defined based on terciles of the distribution - excluding one identified outlier. 

 
Table 3 – Heterogeneity of Cosif–IFRS Divergence by Institutional Group 

Divergence Group N Median L1 Min L1 Max L1 95% CI (group 
median) 

Outlier 1 22.791 - - [10.22; 33.24] 

High (≥ 0.506) 9 0.546 0.503 0.727 - 

Medium (0.124–0.506) 8 0.248 0.122 0.399 - 

Low (< 0.124) 8 0.019 0.000 0.115 - 
Note: Two banks excluded due to insufficient data for bootstrap estimation. L1 = Manhattan distance normalized 
by the gross revenue proxy. Groups defined by distribution terciles excluding the outlier. 
 

The outlier bank constitutes an isolated case. With mean L1 of 22.791 (95% bootstrap 
CI: [10.22; 33.24]), its divergence is approximately 31 times higher than the median of the 
high-divergence group and of an incomparable order of magnitude to the rest of the sample. 
The amplitude of the confidence interval - substantial yet entirely above 10 - confirms that the 
result is not the product of an isolated observation, but a recurring pattern throughout the 
analyzed period. This atypical behavior may reflect structurally distinct accounting 
classification choices between the two standards, and its presence severely distorts any 
aggregate parametric measure, justifying the separate treatment adopted in this study. 

Among the remaining 25 banks with valid data, the distribution organizes into three 
reasonably distinct groups. The high-divergence group (9 institutions, median L1 of 0.546) is 
composed primarily of large banks with diversified operations and broad credit portfolios, 
alongside niche institutions with more complex balance sheet structures, such as investment 
banks and specialized financials. The medium-divergence group (8 institutions, median L1 of 
0.248) includes both large public institutions (Banco do Brasil, Caixa) and subsidiaries of 
international financial conglomerates (Crédit Agricole, RCI, Bank of China, Goldman Sachs, 
JP Morgan, BNP Paribas), suggesting that scale and degree of internationalization do not by 
themselves determine convergence between the two disclosure standards. The low-divergence 
group (8 institutions, median L1 of 0.019) is characterized predominantly by niche banks with 
concentrated portfolios - vehicle manufacturer financials (Banco Volkswagen), mid-sized 
banks (Daycoval, Banestes, Pine, Santander, Safra, Deutsche Bank) and credit cooperatives 
(Banco Sicredi) - whose lower operational complexity may facilitate convergence between the 
two standards. 

Two extreme cases in the low-divergence group merit note: Banco Volkswagen S.A. 
presents zero L1 in all five analyzed periods, and Banco Safra S.A. presents L1 equal to zero 
in three of the five fiscal years, with a median also equal to zero. In both cases, the Cosif and 
IFRS statements are virtually identical for the mapped concepts - a result consistent with 
simplified business structures and/or a high degree of internal accounting standardization. 
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Together, these results indicate that the heterogeneity observed in Section 4.1 is not 
random noise, but rather reflects structural characteristics of institutions - a hypothesis to be 
formally tested in Section 4.4 through variance decomposition. 

 
4.3. Sources of Divergence: Decomposition by Accounting Concept 

The decomposition of L1 by accounting concept reveals that the Cosif–IFRS 
divergence is not uniformly distributed along the income statement, but rather concentrates 
markedly in specific categories. The five concepts with the highest divergence account for 
93.2% of the average total L1 across the twenty items analyzed, as shown in Table 4, and the 
top ten accumulate 96.7% - a pattern characteristic of extreme concentration. 
 
Table 4 – Cosif–IFRS Divergence by Accounting Concept: Top 12 Items 
Concept Category N obs Mean L1 CI 2.5% CI 97.5% 

Employee profit sharing Compensation & 
profit sharing 9 12.195 3.163 21.941 

Result from insurance and pension 
operations Insurance & pension 5 0.486 0.338 0.667 

Other operating expenses Operating expenses 5 0.466 0.173 0.886 

Operating result Aggregate operating 
result 37 0.229 0.179 0.282 

Result from investments in 
associates/subsidiaries Equity investments 16 0.185 0.052 0.387 

Other operating revenues Miscellaneous 
operating revenues 40 0.114 0.074 0.161 

Other operating revenues/expenses 
(Cosif) 

Miscellaneous 
operating items 65 0.110 0.070 0.161 

Interest expense and similar 
charges 

Financial 
intermediation 5 0.099 0.047 0.157 

Net gains/(losses) on foreign 
exchange 

Foreign exchange 
result 5 0.091 0.035 0.154 

Provision creation and reversal Provisions & credit 
losses 18 0.078 0.044 0.113 

Other administrative expenses Administrative 
expenses 54 0.060 0.035 0.088 

Personnel expenses Compensation & 
profit sharing 4 0.026 0.018 0.034 

Note: L1 = Manhattan distance normalized by the gross revenue proxy, dimensionless. 95% CI estimated by 
non-parametric bootstrap (5,000 resamples). N obs = number of bank×period observations with both Cosif and 
IFRS values available. Table restricted to the 12 most divergent concepts. 

 
The concept 'Employee profit participation' is by far the most divergent (mean L1 = 

12.195; 95% CI: [3.16; 21.94]), reflecting structural differences in the accounting treatment of 
this item between the two standards: under Cosif, the participation is recorded as a 
distribution of results; under IFRS, it may be recognized as personnel expense and reclassified 
in the income statement. This classification difference - not necessarily one of economic value 
- is precisely the type of effect that IFRS 18 seeks to standardize by introducing mandatory 
presentation categories in the income statement. 
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The four subsequent concepts - aggregate operating result (0.229), result from 
insurance and pension operations (0.486), other operating expenses (0.466) and result from 
equity interests in associates and subsidiaries (0.185) - present statistically robust divergences, 
with confidence intervals entirely positive, and all fall under discretionary classification 
categories: items whose characterization as operating, financial or other nature is left to 
management discretion under current standards. This finding is directly relevant to the IFRS 
18 debate, whose main innovation is precisely to restrict this discretion through mandatory 
categories. 

The remaining fifteen concepts present L1 below 0.12, distributed across financial 
intermediation, provisions, administrative expenses and exchange rate results. Although 
individually smaller, these items cover an expressive number of observations - 'other 
administrative expenses' appears in 54 observations and 'other operating revenues/expenses' in 
65 - indicating that the divergence in these categories, although of smaller magnitude, is 
systemic and not restricted to specific cases. 

Together, the concept decomposition suggests that the Cosif–IFRS divergence is 
fundamentally a classification and presentation problem, concentrated in items subject to the 
greatest normative discretion, not a measurement problem. This result reinforces the central 
argument of the paper: IFRS 18, by standardizing the income statement's presentation 
structure, has the potential to materially reduce the observed divergence - especially in the 
highest-L1 concepts. 

 
4.4. Variance Decomposition and Fixed Effects 

The two-way fixed effects model specified in Section 3.5 explains 74.3% of the total 
variance of normalized L1 (within R²), confirming that the Cosif–IFRS divergence has 
substantial deterministic structure and is not a random phenomenon. Table 5 presents the 
ANOVA decomposition of the three variance components. 

 
 
Table 5 – Variance Decomposition of Normalized L1 (Two-Way Fixed Effects Model) 
Component Variance % of Total 

Between-bank (heterogeneity across banks) 18.800 71.8% 

Within-bank (temporal variation per bank) 6.974 26.6% 

Between-period (aggregate temporal trend) 0.328 1.3% 

Total 26.181 100.0% 
Note: Decomposition based on the two-way fixed effects model (bank + period effects), estimated by iterative 
alternating demeaning (10 iterations). Within R² = 0.743. N = 128 bank×period observations; 27 banks; 5 periods 
(2020–2024). Variance expressed in squared units of normalized L1. 
 

The between-bank component - variance of individual means across the 27 institutions 
- accounts for 71.8% of total variance. The within-bank component - temporal variation 
within each bank over the five fiscal years - represents 26.6%. The aggregate temporal effect 
(between-period), which captures trends common to all institutions in a given year, explains 
only 1.3% of total variance. 

This concentration pattern has a direct interpretive implication: the Cosif–IFRS 
divergence is fundamentally an idiosyncratic phenomenon, determined by the structural 
characteristics of each institution - business model, portfolio composition, accounting policy 
choices - and not by a systemic temporal trend that would affect the banking sector uniformly. 
In other words, knowing in which year an observation was generated contributes marginally 
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to predicting its L1 distance; knowing which bank it comes from is the dominant explanatory 
factor. 

The within-bank variation analysis complements this picture. The median individual 
temporal standard deviation is 0.121, with 15 of the 27 banks exhibiting within-bank variation 
greater than 0.10 - indicating that, although the bank effect dominates, the relative position of 
institutions is not absolutely stable over time. Ten banks present within standard deviation 
below 0.05, showing temporally stable divergence profiles. This stability is consistent with 
the hypothesis that differences between the two standards reflect lasting accounting choices 
rather than isolated classification adjustments. 

Period fixed effects reinforce the reading of absence of systemic trend: 2022 records 
the highest positive effect (+0.686 relative to the panel mean), followed by decline in 2023 
and 2024. This peak is entirely attributable to the behavior of Banco Mercantil do Brasil, 
whose normalized L1 jumped from 4.4 in 2021 to 40.5 in 2022 - an idiosyncratic movement 
that pressures the panel mean without reflecting any trend common to the other institutions. 
The period median, robust to this outlier, remains stable at 0.246 (against 0.182 in 2021), 
confirming the absence of a systemic shock in 2022. The reduced magnitude of the between-
period component (1.3%) is consistent with this interpretation: what varies across years is the 
composition of the outlier subset that pressures the mean, not the typical system divergence 
level. 

Together, the results from Sections 4.1 to 4.4 converge to a consistent conclusion: the 
divergence between Cosif and IFRS reporting in the Brazilian banking system is real, 
materially relevant for a significant subset of institutions, concentrated in discretionary 
classification items and predominantly determined by idiosyncratic characteristics of each 
bank. These findings underpin the discussion on the expected effects of IFRS 18. 
 
4.5. Hypothesis Testing: IFRS 18 Counterfactual Analysis 

This section reports the empirical tests of H1 and H2, applying the counterfactual 
reclassification protocol described in Section 3.2 to the full panel. 

Regarding H1 on intra-standard IFRS comparability, Table 6a reports the mean 
pairwise L1 distances between banks under IFRS original (IAS 1) and under simulated IFRS 
18, by period. The reorganization promoted by IFRS 18 systematically reduces the structural 
distance between banks' statements: the mean change ranges from −0.504 in 2020 to −0.673 
in 2022, corresponding to percentage reductions between 28.0% and 37.4%. Bootstrap 
confidence intervals are entirely negative across all five periods, confirming the statistical 
significance of the effect. These empirical findings support H1: standardization of the income 
statement's presentation structure increases intra-standard IFRS comparability between 
Brazilian banks. 
 
Table 6a – H1 Test: Pairwise Within-Standard IFRS L1 Distance 

Period N 
pairs 

Mean L1 
IFRS orig. 

Mean L1 
IFRS 18 Δ Δ% CI 

2.5% 
CI 
97.5% 

H1 
supported 

Dec/2020 276 1.798 1.294 −0.504 −28.0% −0.572 −0.435 Yes 

Dec/2021 253 1.811 1.221 −0.591 −32.6% −0.663 −0.519 Yes 

Dec/2022 351 1.801 1.128 −0.673 −37.4% −0.743 −0.605 Yes 

Dec/2023 351 1.787 1.131 −0.656 −36.7% −0.724 −0.587 Yes 

Dec/2024 325 1.792 1.260 −0.532 −29.7% −0.602 −0.461 Yes 



Theme: Accounting, Technology and Sustainability: shaping the future 
research and practice 

www.congressousp.fipecafi.org 

Note: N pairs = number of unique bank pairs per period. Bootstrap CI (5,000 resamples) estimated for the mean 
pairwise distance. Δ = IFRS18_sim minus IFRS original. All CI bounds are entirely negative, confirming 
statistical significance. 

 
The magnitude of the reduction is relevant. A drop of approximately 32% in pairwise 

L1 distance indicates that a relevant share of the heterogeneity observed in current IFRS 
statements stems from presentation choices - not from underlying economic differences 
between institutions. This result is directly consistent with the concept decomposition in 
Section 4.3, which identified discretionary classification items as the main sources of 
divergence. 

Regarding H2 on cross-regulatory IFRS × Cosif comparability, Table 6b reports L1 
distances between IFRS (original and simulated) and Cosif by period. IFRS 18 marginally 
increases the cross-regulatory distance: the mean difference is 0.017 (95% bootstrap CI: 
[0.004; 0.033]), positive and statistically different from zero, yet economically modest - 
representing less than 1% of the observed absolute distances (~1.97). The increase is 
consistent across all periods, with slight decline from 2020 (0.020) to 2024 (0.013). Thus, H2 
is supported but with an important qualification: the IFRS 18 reorganization marginally 
distances the IFRS standard from Cosif but does not represent a rupture. Results show that the 
cross-regulatory distance remains structurally determined by differences in objectives and 
categories between the two frameworks, far more than by the presentation reorganization 
introduced by IFRS 18. 
 
Table 6b – H2 Test: Cross-Regulatory L1 Distance IFRS × Cosif (bootstrap, 5,000 
resamples) 

Period N 
obs 

L1 IFRS orig 
× Cosif 

L1 IFRS 18 × 
Cosif Δ CI 2.5% 

(pool) 
CI 97.5% 
(pool) 

H2 
supported 

Dec/2020 23 1.973 1.993 +0.020 - - - 

Dec/2021 23 1.969 1.987 +0.018 - - - 

Dec/2022 24 1.966 1.982 +0.016 - - - 

Dec/2023 26 1.967 1.985 +0.018 - - - 

Dec/2024 25 1.970 1.984 +0.013 - - - 

Total 
(pool) 121 1.969 1.986 +0.017 0.004 0.033 Yes 

(marginal) 
Note: 95% CI reported for the pool only; per-period individual CIs are less precise given small N. Δ = L1 under 
IFRS 18 minus L1 under IFRS original. Compositional vectors constructed from IFRS 18 mandatory categories: 
Operating, Investing, Income Taxes, and unreclassified items. 
 
4.6 Synthesis and Implications 

The results presented in Sections 4.1 to 4.5 allow a direct and empirically grounded 
answer to the research question. Mandatory dual reporting - Cosif and IFRS - generates 
material divergences in the Brazilian banking system, and IFRS 18 produces asymmetric 
effects on the two types of comparability investigated. 

Regarding current divergence, the typical bank diverges by 17.6% of its gross revenue 
between the two standards, with 64.8% of observations above the 10% materiality threshold. 
The divergence is structurally determined - 71.8% of variance is between-bank - and 
concentrated in five discretionary classification accounting concepts that account for 93.2% of 
total L1. 

Regarding the effect of IFRS 18, results are consistent with the hypotheses. H1 is 
supported in all periods, with an approximately 32% reduction in intra-standard IFRS 
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distance, demonstrating that a relevant share of current heterogeneity between different banks' 
IFRS statements is a product of presentation discretion, removable by normative 
standardization. H2 is supported with qualification: the findings reveal that IFRS 18 
marginally distances the IFRS standard from Cosif (+0.017, less than 1% of absolute 
distance), confirming the cross-regulatory tension predicted by the hypothesis, but revealing 
that its practical effect is limited - the Cosif×IFRS distance is structural and will not be 
resolved by presentation changes within IFRS. 

In summary, IFRS 18 is effective at what it proposes - reducing intra-standard 
heterogeneity - but does not resolve, nor does it substantially aggravate, cross-regulatory 
tension with Cosif. This tension persists as a structural feature of the Brazilian banking 
sector's dual reporting environment and constitutes a research and accounting policy agenda 
beyond this study. 

 
5. Discussion 

The empirical findings of this study sit at the intersection of three streams of literature: 
research on accounting comparability; the debate on the effects of dual reporting; and the 
emerging discussion on IFRS 18 consequences. 

On accounting comparability, findings demonstrate divergence as a structural, not 
transitory, phenomenon. The accounting comparability literature - especially De Franco et al. 
(2011) - treats comparability as a property that varies systematically between firms and 
sectors, but tends to improve over time with normative convergence. The data in this study 
suggest a distinct pattern in the Brazilian banking context: the median of normalized L1 was 
34.7% higher in 2024 relative to 2020, not showing a convergence trajectory over the 
analyzed period. More relevantly, the between-bank component explains 71.8% of total 
variance, while the temporal component (between-period) accounts for only 1.3%. This 
pattern suggests that, in the absence of normative intervention, dual reporting alone does not 
produce spontaneous convergence - the divergences appear to reflect institutionalized 
accounting choices, not stages in an adaptation process. 

Regarding the effects of dual reporting, this functions as a heterogeneity amplifier. 
Barth, Landsman and Lang (2008) documented that IFRS adoption reduced comparability in 
contexts of heterogeneous implementation, especially when preparers maintained influence 
over classification choices. The present study provides evidence consistent with this argument 
applied to the context of compulsory dual reporting: the coexistence of two frameworks does 
not produce two convergent visions of the same economic reality, but two structurally distinct 
representations, whose distance is determined by each institution's characteristics. The fact 
that 64.8% of observations present L1 greater than 0.10 - and 24.2% greater than 0.50 - 
indicates that the divergence is materially relevant for most banks in the sample, not a 
marginal phenomenon. 

Regarding IFRS 18 consequences, evidence demonstrates classification as the primary 
source of divergence. The decomposition by accounting concept reveals that five items 
concentrate 93.2% of total L1, all belonging to categories subject to classification discretion: 
employee profit participation, operating result, insurance and pension, operating expenses and 
equity interests. This finding directly dialogues with the classification shifting literature, 
which documents how managers use income statement presentation flexibility to influence 
perceptions of operating performance (McVay, 2006; Barua, Lin & Sbaraglia, 2010). In the 
dual reporting context, classification discretion not only affects information quality within 
each framework, but amplifies the divergence between them - producing statements that, 
referring to the same entity and period, present substantially distinct income statement 
structures. 
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The counterfactual analysis results empirically confirm what Section 4.3 suggested by 
inference: IFRS 18 bears precisely on the highest-divergence concepts identified. The 
reduction in intra-standard pairwise L1 distance demonstrates that a relevant share of current 
heterogeneity between different banks' IFRS statements is a product of presentation 
discretion, not underlying economic differences. This result is consistent with the hypothesis 
that more prescriptive presentation standards reduce the space for classification divergence 
without altering the economic content reported (Barth et al., 2012). Regarding cross-
regulatory tension, although IFRS 18 marginally increases Cosif×IFRS distance - as 
anticipated - the effect is economically modest. The standard reorganizes IFRS without 
bringing it closer to Cosif, which was expected given that the two frameworks respond to 
structurally incompatible regulatory objectives. The inter-regulatory convergence agenda lies 
outside the scope of IFRS 18. 

In interpreting these findings, three limitations merit registration. First, the Cosif–
IFRS crosswalk used in this study, although systematically constructed and manually 
validated, covers 189 of the 367 harmonized concepts (52%), leaving unmapped Cosif items 
with no structural equivalent in IFRS. An illustrative example is the Result from Compulsory 
Reserve Investments - a line item present in 72 of the 139 bank-period observations - which 
records the result generated by compulsory reserve deposits held at the BCB as a monetary 
policy instrument. Under Cosif, this item has its own category, reflecting its distinct 
regulatory nature; under IFRS, the income from these investments is absorbed into general 
interest income without mandatory structural separation. 

The reported L1 is therefore a lower bound of total divergence. Second, the gross 
revenue proxy used as the normalization denominator is constructed from the study's own 
Cosif panel data, summing positive values by bank×period, which introduces scale bias into 
results. Sensitivity analysis confirms a Spearman correlation of −0.45 (p < 0.001) between the 
size of the proxy and normalized L1: larger banks present systematically lower L1_norm, 
regardless of the magnitude of absolute divergence, which in turn correlates positively with 
size (rho = +0.45, p < 0.001). Quartile analysis evidences this pattern: the median L1_norm of 
the top revenue quartile (Q4) is 0.035, against 0.382 in the bottom quartile (Q1). 

This result implies that comparison of L1_norm between banks of very different sizes 
should be interpreted with caution - the metric captures divergence relative to institutional 
size, not absolute divergence. For aggregate analysis purposes (medians and distribution 
across groups), the bias is attenuated by tercile stratification and use of robust medians; for 
analyses of individual determinants, adoption of an external denominator, such as total assets 
reported to the BCB, is recommended. 

 
6. Concluding Remarks 

This study investigated whether mandatory dual reporting - Cosif and IFRS - produces 
material divergences in Brazilian banks' income statements, and to what extent these 
divergences are structurally determined. Based on a sample of 28 financial institutions with 
139 bank×period observations between 2020 and 2024, a comparability measure was 
constructed based on the L1 Manhattan distance normalized by gross revenue, applied to a 
crosswalk of 189 pairs of manually validated equivalent accounting concepts. 

Results answer the research question in four dimensions. Regarding materiality, the 
divergence is real and relevant: the typical bank presents L1 distance equivalent to 17.6% of 
its gross revenue between the two frameworks, and 64.8% of observations exceed the 10% 
materiality threshold adopted as reference. Regarding distribution across institutions, the 
divergence is selective and structurally determined: the between-bank component explains 
71.8% of total variance, evidencing that the degree of divergence is an enduring institutional 
characteristic, not a cyclical phenomenon. Regarding sources, the divergence is fundamentally 
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a classification and presentation problem: five accounting concepts concentrate 93.2% of total 
L1 distance, all subject to current normative discretion. Regarding the effect of IFRS 18, the 
counterfactual analysis demonstrates that the standard: (i) reduces intra-standard IFRS 
heterogeneity by approximately 32%, supporting H1 in all periods; and (ii) marginally 
increases cross-regulatory distance (+0.017), confirming H2 with qualification, as the effect 
on Cosif×IFRS tension is statistically significant but economically modest. 

The central contribution of this study is empirical and methodological. Empirically, it 
provides the first systematic measurement of divergence between the two mandatory 
disclosure standards in the Brazilian banking system, quantifying its magnitude, distribution 
and sources at the accounting concept level. Methodologically, it proposes a replicable 
protocol - column harmonization, validated crosswalk, normalized L1 distance and non-
parametric bootstrap inference - that can be extended to other jurisdictions with dual reporting 
or to other sectors of the Brazilian economy. 

From a normative perspective, findings provide direct empirical evidence on IFRS 18 
effects before its mandatory effectiveness. The counterfactual analysis demonstrates that the 
standard reduces by approximately 32% the structural pairwise distance between different 
banks' IFRS statements - a result that was not given a priori, given that the banking sector 
presents business model specificities that the IASB itself recognizes as a challenge for the 
standard's application. At the same time, the effect on cross-regulatory tension is marginal, 
suggesting that adoption of IFRS 18 should not substantially aggravate the distance between 
the two mandatory accounting standards. These results have direct implications for regulators, 
preparers and users of banking financial information in Brazil, highlighting that the intra-
standard comparability gain is real and quantifiable, while the tension with Cosif is structural 
and will not be resolved by presentation standards. 

Two complementary research agendas merit attention. The first is the extension of the 
analysis to the balance sheet: the L1 distance between the two frameworks in asset and 
liability accounts - especially credit portfolios and financial instruments under IFRS 9 - may 
reveal measurement divergences that the income statement analysis, by construction, does not 
capture. The second is the investigation of institutional determinants of divergence: results 
suggest that characteristics such as size, business model and degree of internationalization are 
associated with divergence levels, but the causal identification of these determinants requires 
specific econometric modeling with control variables not incorporated in this study. 

In summary, mandatory dual reporting in the Brazilian banking system produces 
material, structurally determined accounting divergences concentrated in discretionary 
classification items. IFRS 18 is empirically effective at reducing intra-standard heterogeneity 
- representing a real comparability gain between IFRS banks - but does not resolve, nor does 
it substantially aggravate, cross-regulatory tension with Cosif. This asymmetry of effects is 
the central finding of this study: the standard delivers what it promises in the intra-standard 
realm, but the limits of cross-regulatory comparability in Brazil stem from structurally distinct 
regulatory objectives - a question that lies outside the scope of IFRS 18 and that constitutes a 
research and accounting policy agenda beyond this study. 
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