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“Review: ‘Accounting isn’t dead, just depreciating’

[..]

»The End of Accounting” is a book that starts from the premise that the
numbers companies publish every three, six or 12 months are no longer
up to the job. Balance sheets have barely changed since the 19th century.
Profit and loss statements were conceived before World War II. Both are
better suited to businesses that make physical goods, and investors who
don’t measure trades in millionths of a second. The result is that these
reams of paper - or pages of online text - no longer drive company
valuations.

[..]

One of the accounting fails the book singles out is the odd treatment of
intangible assets. Buy a brand and it appears on the balance sheet at the
purchase price. Build it from scratch and it might appear to have no value
at all. That distortion grows as intangibles become more important.
Companies have increased their investment in these hard-to-value assets
by 60 percent in the past four decades, while cutting investment in
tangible stuft by over one-third.”
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