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The Breakwater Capital Markets Global
Institutional Survey captured perspective
from over 800 long-only investors across
funds representing trillions of dollars in

assets under management The survey ran
between April 1, 2026 and June 30th 2026

and represent a geographically diverse
perspective including North America, Europe,

the Middle East, and Asia.



Compared with 12 months
ago, how important is earnings

quality in your valuation
process?

Much more important
36%

Somewhat more
important

31%

About the same
21%

Somewhat less important
8%

01
Much less important 

4%



Which result provides the
strongest evidence of high-

quality earnings?

Strong conversion of
earnings into operating

cash flow
32%

A high proportion of
recurring or repeat

revenue
24%

Limited reliance on
adjusted earnings

measures
18%

Stable margins
across reporting

periods
15%

Low volatility in
working capital

11%
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Which cash-conversion
measure is most useful to your

analysis?

Multiyear
cumulative cash

conversion
28%

Operating cash flow as
a percentage of net

income
26%

Free cash flow as a
percentage of adjusted

earnings
20%

Free cash flow per share
15%

Cash conversion by
business segment

11%
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Which development creates
the greatest concern about

adjusted earnings?04

The same category of
expense being excluded

repeatedly
30%

Adjusted earnings growing
materially faster than

reported earnings
27%

New adjustments being
introduced during

weaker periods
19%

Increasing exclusion of
share-based

compensation
14%

Limited explanation
of reconciliation

items
10%



How should investors
generally treat costs described
as nonrecurring when similar

costs have appeared in
previous periods?

05

Treat the full
amount as
recurring

29%

Treat most of the
amount as recurring

27%

Assess each
adjustment
individually

25%

Accept
management's
classification

12%

Exclude the costs
from valuation

analysis
7%



Which revenue-quality
disclosure would be most

valuable?06

Recurring versus
nonrecurring

revenue
30%

Organic versus
acquired revenue

24%

Revenue from existing
versus new
customers

18%

Contracted versus
usage-based

revenue
16%

Revenue
concentration among

major customers
12%



Which information would make
backlog or contracted-revenue

disclosure most useful?07

Expected timing of
revenue recognition

29%

Historical conversion
of backlog into

revenue
25%

Cancellation and
renewal provisions

18%

Backlog by product
or business segment

16%

Changes caused by
price rather than

volume
12%



Which working-capital
development would create the

greatest concern?08

Receivables growing
faster than revenue

31%

Inventory growing
faster than demand

25%

Increased use of
supplier-payment

extensions
18%

Higher unbilled
revenue or contract

assets
15%

A significant decline
in customer

prepayments
11%



What would typically be your
first response when reported
earnings do not convert into

cash?
09

Reduce earnings or
cash-flow forecasts

30%

Apply a lower
valuation multiple

27%

Increase the discount
rate or required return

22%

Reduce the
investment

position
14%

Make no
immediate
adjustment

7%



Which condition is most
important before awarding a
valuation premium for high-

quality earnings?
10

Consistent cash
conversion over
several periods

31%

A high proportion of
recurring revenue

25%

Minimal dependence
on adjusted
measures

18%

Stable and
transparent

operating KPIs
15%

Low customer and
revenue

concentration
11%



BREAKWATER 
CAPITAL 
MARKETS
Capital markets and investor relations
advisory elevating valuations, providing
advanced investor intelligence, and
optimizing executive decision-making and
investor communications.

For more information, contact 
Mark Hayes at
mark@breakwaterstrategy.com
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