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Learning objectives

In short: understand these …
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Who are you? Which nationality are you?
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Accounting as the language of business

Whenever you move to a new country you need to learn the language.
When it comes to investing you need to learn the language of business, which is accounting.

One of the world`s richest men, Warren Buffet attributes his success to being fluent 
in accounting, which he calls “the language of business.” When asked by the 
daughter of a business associate what she should study in college, Buffet replied: 
“Accounting.” This is because accounting skills help you understand financial 
information. If you can’t read the scorecard, you can’t tell the winners from the 
losers, which means you can’t score. Says Buffet: “Financial reporting for Berkshire 
Hathaway, and for me personally, is the beginning of every decision that we make 
around here … I’m punching out 10-Ks and 10-Qs every single day … “[10-Ks and 
10-Qs are annual and quarterly financial statements, resp.]
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Accounting as the language of business

Don’t be outperformed by him…
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Accounting and the stock market
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Accounting and investments in start-ups
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Accounting and the stock market – A recent example

Release of a 
report that casts 
doubt on the 
reliability of 
accounting figures
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Accounting and the stock market – A recent example

Auditor use latest AI tools to detect misstatements and fraud
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Do you want to build your own start-up or want to become a top-
manager in a large company?
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Accounting and building your own start-up

1.  bad accounting / controlling (79%),

Top reasons for insolvencies in Germany:

2. financial underperformance (76%),

4. authoritarian, rigid leadership (57%).

(Source: https://www.starker-unternehmer.de/wp-content/uploads/2017/04/414-
ursachen-von-insolvenzen.pdf)

3. inadequate debtor management (64%),

(Source: https://www.destatis.de/DE/Themen/Branchen-
Unternehmen/Unternehmen/Gewerbemeldungen-Insolvenzen/Tabellen/lrins01.html#242430)
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Accounting and compensation

Source: BMW Annual Report 2024 (p.377)
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Accounting and compensation

Source: BMW Annual Report 2024 (p. 386)
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Accounting and sustainability
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Accounting and sustainability

Source: : Climate change financial reporting resource centre - KPMG Global

https://kpmg.com/xx/en/home/insights/2021/06/climatechange-financial-reporting-resource-centre.html
https://kpmg.com/xx/en/home/insights/2021/06/climatechange-financial-reporting-resource-centre.html
https://kpmg.com/xx/en/home/insights/2021/06/climatechange-financial-reporting-resource-centre.html
https://kpmg.com/xx/en/home/insights/2021/06/climatechange-financial-reporting-resource-centre.html


Accounting –
presumption
vs. reality
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Public perception of accounting
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Accounting as the language of business

Purpose of accounting
Provide useful information (to investors, 
managers and others) for making good decisions 
(and ultimately increasing social welfare).
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Purpose of accounting

Information about the (ex-ante) prospect of a firm 
➢ basis for financing of entrepreneurs

(valuation role of accounting)

Information about the (ex-post) performance of a firm 
➢ basis for (managing) firms and holding managers accountable

(stewardship role of accounting)

Information for contracts of firms/managers with others (firm as a nexus of contracts)
➢ basis for contracts 

(contracting role of accounting)
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Valuation role of accounting

Current price

Target price

Source: https://www.marketscreener.com/quote/stock/BMW-AG-56358353/consensus/ 

https://www.marketscreener.com/quote/stock/BMW-AG-56358353/consensus/
https://www.marketscreener.com/quote/stock/BMW-AG-56358353/consensus/
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https://www.marketscreener.com/quote/stock/BMW-AG-56358353/consensus/
https://www.marketscreener.com/quote/stock/BMW-AG-56358353/consensus/
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Stewardship role of accounting

Source: https://www.handelsblatt.com/unternehmen/it-medien/medien-pro-sieben-sat-1-chef-rainer-beaujean-
geht/28720992.html 

Source: https://www.miningweekly.com/article/aurubis-moves-to-terminate-ceos-contract-after-
copper-scam-2024-01-23 
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Contracting role of accounting

Contracts using accounting figures:
— debt contracts (“covenants”)
— performance-based compensation
— supplier contracts
— royalty contracts
— …
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Accounting as the language of business

Purpose of accounting
Provide useful information (to investors, 
managers and others) for making good decisions 
(and ultimately increasing social welfare).

Process of accounting
Business transactions are recorded according to 
rules (which require judgments) and aggregated 
information are disseminated to the public.
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Economic activity

Equity or debt capital
provided by investors and/or debt holders

“Production”
— Producing goods
— Trading goods
— Providing services

1

3

Payments to stakeholders
— Taxes to the government
— Interest and principal repayment to debtholders
— Dividends to shareholders

5Raising Capital Taxes, payouts to debt- 
and shareholders

2
Product development and 
purchase of raw materials, 
labor and other inputs4Sales and 

After-Sales-Service

“Production”
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Rules & standards

Rules/standards define…

— if and when a transaction is recorded (recognition)
— where an item is disclosed (disclosure)
— how items are valued (valuation)

Different rules/standards

— National accounting standards
— German GAAP: ~30 pages (principles based)

US GAAP: ~ 25,000 pages (rules based)
— International accounting standards (IFRS):

~ 5.400 pages (mostly rules based)
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Judgments involved

— no rules at all
— rules are wooly (“significant”, “probably”)
— rules require estimates (“future cash flows”, “fair value”)

Judgment required if…

➢ New circumstances, events, and 
transactions

➢ Standards deliberately give discretion to 
elicit managers’ private information
(in particular principles-based standards)
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Aggregation and dissemination to public
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Accounting as the language of business

Source: Prof. Dr. Ernstberger

Purpose of accounting
Provide useful information (to investors, 
managers and others) for making good decisions 
(and ultimately increasing social welfare).

Process of accounting
Business transactions are recorded according to 
rules (which require judgments) and aggregated 
information are disseminated to the public.

Consequences of accounting (1)
(Expected) accounting based decisions have 
feedback loops to judgments 
(earnings management).
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Earnings management
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Earnings management: Example

The CEO of Aptera wants to have a quiet life. The expected earnings (without earnings management) are 
as in the first figure. Thus, the CEO engages in earnings smoothing.

0

Earnings

t

Average earnings: 100
Volatility of earnings: 26%

No earnings management
Average earnings: 100
Volatility of earnings: 12%

With earnings management

Earnings

0
t
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Earnings management

Performance-based compensation 
Bonus payments are often linked to accounting numbers

Raising capital 
Window-dressing before Initial public offerings (IPOs), seasoned equity offerings (SEOs)

Meet/beat targets
Analyst forecasts, management forecasts, results of peers, results of last year, no loss to 
maintain/increase firm valuation and managerial reputation

Avoid debt covenant violations 
“At least 30% equity ratio”

Quiet life 
Smooth accounting performance is less burdensome to explain
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Accounting as the language of business

Purpose of accounting
Provide useful information (to investors, 
managers and others) for making good decisions 
(and ultimately increasing social welfare).

Process of accounting
Business transactions are recorded according to 
rules (which require judgments) and aggregated 
information are disseminated to the public.

Consequences of accounting (1)
(Expected) accounting based decisions have 
feedback loops to judgments 
(earnings management).

Consequences of accounting (2)
(Expected) accounting based decisions have 
feedback loops to economic actions 
(real activity manipulation).
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Real activity manipulation

Deviating from the normal business activities to influence reported performance 
although this may affect the future economic performance of the firm negatively 
[Roychowdhury 2006, JAE]

Examples

− Less R&D investments

− Less investment in marketing

− Less investment in maintenance

− Provide discounts so that customers would buy products this year and not next year
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Example: survey of CFOs in the US

Source: Graham, J. R., Harvey, C. R., & Rajgopal, S. (2005). The economic implications of corporate financial reporting; Journal of accounting and economics, 40(1-3), 3-73. 
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Mandatory Disclosure

CSR-/Sustainability Reports

Accounting is not only the annual report…

Annual Report

— Report of the Board
— Investor Relations Part
— Management Report
— Consolidated Financial Statements
— Corporate Governance Report

Single Financial Statements 
(HGB)

Semi-annual
reports

Ad-hoc Reports

Quarterly reports

Analyst Conferences/
Roadshows

Press Releases

Website

New Media (FB, Twitter)

Periodic disclosure



Organizational 
issues
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Your Team
Organizational issues

Prof. Dr. Bernd Grottel
Certified Public Accountant & Tax Advisor
Member of the Board
T +49 89 28644-5110
bgrottel@kpmg.com

KPMG Bayerische Treuhandgesellschaft AG
Friedenstraße 10
81671 Munich

Prof. Dr. Jürgen Ernstberger
Professor of Financial Accounting
T +49 89 2892-3233
orga.accounting@wi.tum.de

Technical University of Munich
Arcisstraße 21
80333 Munich

Mihovil Čužić
Master of Science, Research Assistant
T +49 89 2892-3170
orga.accounting@wi.tum.de

Technical University of Munich
Arcisstraße 21
80333 Munich
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Basic Terms ComponentsPrinciplesStandardsPurpose Process Consequences

Bookkeeping Accounting Policy
Financial Statement 

Analysis 

Intangible
Assets

Property, 
Plant, and 
Equipment

ProvisionsInventoriesInvestment
Property

Basics of
IFRS

Technology

Non-Financial Reporting

House of Accounting
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Organizational issues

Bachelor students
only
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Content of the Lecture
Organizational issues

Financial Accounting

Part I: Prof. Grottel

— Introduction to Accounting
— Financial Statement Analysis
— Bookkeeping
— Accounting Policy

— International Financial Reporting
— Non-financial Reporting
— Technology in Accounting

Part II: Prof. Ernstberger, Mihovil Čužić

Co
nt

en
t

St
ru

ct
ur

e

— Weekly lectures (90min-180min)
— Online learning paths and additional 

online learning materials
— Weekly online questionnaires for 

exam preparation

— Weekly sessions (90min)
— Online learning paths for self studying
— Weekly online questionnaires for exam 

preparation
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Dates for lectures 2024/2025 (Bachelor)
Organizational issues

Day Date Time Lecture room Lecturer Content

Friday 17.10.2025 15.00 – 18.15 Audimax Ernstberger Welcome

Friday 24.10.2025 15.00 – 18.15 Audimax Grottel Introduction to accounting (1-3)

Friday 31.10.2025 15.00 – 18.15 Audimax Grottel Financial Statement Analysis (1-2)

Friday 07.11.2025 15.00 – 18.15 Audimax Grottel Financial Statement Analysis (3)

Friday 14.11.2025 15.00 – 18.15 Audimax Grottel Bookkeeping (1+2)

Friday 21.11.2025 15.00 – 18.15 Audimax Grottel Bookkeeping (3)
Case Study (Bookkeeping)

Friday 28.11.2025 15.00 – 18.15 Audimax Grottel Accounting Policy (1-2)

Friday 05.12.2025 15.00 – 18.15 Audimax Grottel Accounting Policy (3) & Wrap Up

Friday 12.12.2025 15.00 – 17.00 Audimax Ernstberger Basics of IFRS

Friday 19.12.2025 15.00 – 17.00 Audimax Ernstberger Property, Plant, and Equipment

Friday 16.01.2026 15.00 – 17.00 Audimax Ernstberger Intangibles

Friday 23.01.2026 15.00 – 17.00 Audimax Ernstberger Inventories und Provisions

Friday 30.01.2026 15.00 – 17.00 Audimax Ernstberger Non-Financial Reporting

Friday 06.02.2026 15.00 – 17.00 Audimax Ernstberger Technology / Q&A
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Organizational issues

MiM students
only
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Content of the Lecture
Organizational issues

Financial Accounting (MiM)

Part I: Prof. Grottel

— Introduction to Accounting
— Financial Statement Analysis
— Bookkeeping
— Accounting Policy

— International Financial Reporting
— Non-financial Reporting
— Technology in Accounting

Part II: Prof. Ernstberger, Dr. Keiling, Mihovil Čužić

Co
nt

en
t

St
ru

ct
ur

e

— Weekly lectures (90min-180min)
— Online learning paths and additional 

online learning materials
— Weekly online questionnaires for 

exam preparation

— Weekly sessions (90min)
— Online learning paths for self studying
— Weekly online questionnaires for exam 

preparation
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Dates for lectures 2024/2025 (MiM)
Organizational issues

Day Date Time Lecture room Lecturer Content

Friday 17.10.2025 15.00 – 18.15 Audimax Ernstberger Welcome

Friday 24.10.2025 15.00 – 18.15 Audimax Grottel Introduction to accounting (1-3)

Friday 31.10.2025 15.00 – 18.15 Audimax Grottel Financial Statement Analysis (1-2)

Friday 07.11.2025 15.00 – 18.15 Audimax Grottel Financial Statement Analysis (3)

Friday 14.11.2025 15.00 – 18.15 Audimax Grottel Bookkeeping (1+2)

Friday 21.11.2025 15.00 – 18.15 Audimax Grottel Bookkeeping (3)
Case Study (Bookkeeping)

Friday 28.11.2025 15.00 – 18.15 Audimax Grottel Accounting Policy (1-2)

Friday 05.12.2025 15.00 – 18.15 Audimax Grottel Accounting Policy (3) & Wrap Up

Tuesday 09.12.2025 13:15 – 14:45 0360 Ernstberger Basics of IFRS

Tuesday 16.12.2025 13:15 – 14:45 0360 Ernstberger Property, Plant, and Equipment

Tuesday 13.01.2026 13:15 – 14:45 0360 Ernstberger Intangibles

Tuesday 20.01.2026 13:15 – 14:45 0360 Ernstberger Inventories and Provisions

Tuesday 27.01.2026 13:15 – 14:45 0360 Ernstberger Non-Financial Reporting

Tuesday 03.02.2026 13:15 – 14:45 0360 Ernstberger Financial Instruments / Technology / Q&A
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Pre-tests
Organizational issues

— Test your knowledge of accounting!

— There will be two pre-tests on www.moodle.tum.de available: 

 1) Terms of Accounting

 2) Bookkeeping

— Assess your results of the pre-tests on your own; the results might disclose 
your level of knowledge in basic accounting.

— Be aware: regardless of the pre-test results all students must participate in 
the final exam of the course. Moreover, we highly recommend attending the 
lectures and studying carefully the course material offered.

 

http://www.moodle.tum.de/
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Dates for lectures 2025/2026 (Grottel)
Organizational issues

Day Date Time Lecture room Lecturer Content

Friday 17.10.2025 15.00 – 18.15 Audimax Ernstberger Welcome

Friday 24.10.2025 15.00 – 18.15 Audimax Grottel Module IA  (1-3)

Friday 31.10.2025 15.00 – 18.15 Audimax Grottel Module FSA (1-2)

Friday 07.11.2025 15.00 – 18.15 Audimax Grottel Module FSA (3)

Friday 14.11.2025 15.00 – 18.15 Audimax Grottel Module BK (1+2)

Friday 21.11.2025 15.00 – 18.15 Audimax Grottel Module BK (3)
Case Study (Bookkeeping)

Friday 28.11.2025 15.00 – 18.15 Audimax Grottel Module AP (1-2)

Friday 05.12.2025 15.00 – 18.15 Audimax Grottel Module AP (3) & Wrap Up
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— Documents will be provided on Moodle
— Learning path for (every) week which will guide you through the different topics of the lecture
— Weekly questionnaire for every topic

Documents on Moodle
Organizational issues
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Handouts will be provided on Moodle:
— Prerequisite for Moodle access: Enrollment for class via TUMonline (note that changes might take 

several hours)

Handouts
Organizational issues
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— Sign up via https://www.moodle.tum.de/. On this page, select “Ich habe eine TUM-Kennung” and 
then proceed with TUM-E-Mail address and password.

— You will then be taken to your personal section (“Meine Kursübersicht”).

Handouts
Organizational issues

https://www.moodle.tum.de/
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— Select the Module “Financial Accounting”.
— If you have problems, please contact Mihovil Čužić (orga.accounting@wi.tum.de).

Handouts
Organizational issues

mailto:orga.accounting@wi.tum.de
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Advanced
literature

(Voluntary) In-depth english literature
Organizational issues

Basic
literature

— Berkau, Carsten
Financial statements: International Accounting (IFRS), 
9th revised edition, 2025.

— Dick, Wolfgang/Missonier-Piera, Franck (editors)
Financial Accounting with IFRS, 5th edition, 2020.

— KPMG
Insights into IFRS: KPMG`s Practical Guide to 
International Financial Reporting Standards, 2025.

— Weil, Roman/Francis, Jennifer/Schipper, Katherine
Financial Accounting: An Introduction to Concepts, 
Methods and Uses, 14th edition, 2020.

— Wiley
Interpretation and Application of IFRS Standards, 2023.



Thank you!
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