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This alert compares the language used in the company’s latest filing with the period before. 
Research suggests changes in language, particularly in the risk factor section, is a powerful 
indicator of future performance. Companies that change filing language, according to research, 
underperform those that don’t by 30-50 basis points per month for the following year. 

Keysight Warns Customers May Not be Able to Pay 
New language in KEYS’s 2020 10-K signals the company has concerns about the health of its 
customers. Last year, the annual report offered a boilerplate warning regarding economic 
uncertainty: 
 

“Financial difficulties experienced by our suppliers and customers, including distributors, 
due to economic volatility or negative changes could result in product delays and 
inventory issues. Economic risks related to accounts receivable could result in delays in 
collection and greater bad debt expense.” 

 
In the 2020 10-K, KEYS discloses a new threat: 
 

“Financial difficulties experienced by our suppliers and customers, including distributors, 
due to economic volatility or negative changes could result in product delays, delays in 
payment or inability to pay us, and inventory issues. Economic risks related to 
accounts receivable could result in delays in collection and greater bad debt expense.” 

Large Orders to Key Global Customers Uncertain 
New language suggests KEYS sees increased risk to large orders to key global customers. Last 
year, KEYS warned large customers hold substantial leverage in negotiating contracts. In the 
latest annual report, KEYS adds a warning about trade tension: 
 

“As a global company, we have key customers all over the world. Although no one 
customer makes up more than 10 percent of our revenue, trade restrictions, sanctions 
and embargos could force reductions in sales to or prevent us from selling large orders 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1658471


to certain key customers, which could impact our income, operating results and financial 
condition.” 

Work-From-Home Now Poses IT Systems Failure Risk 
Last year, KEYS offered routine warning regarding the fragility of its IT systems: 
 

“...our IT systems may be susceptible to damage, disruptions or shutdowns due to…” 
 
In the 2020 10-K, KEYS adds a key word: 
 

“our IT systems may be susceptible to damage, disruptions, instability, or shutdowns 
due to…” 

 
Last year, KEYS disclosed a number of potential causes that could result in IT systems 
disruptions including: 
 

“...or catastrophes or other unforeseen events.” 
 
In the 2020 10-K, KEYS adds language indicating a remote workforce is now a concern: 
 

“...catastrophes, overburdening of systems resulting from an increase of work from 
home employees due to COVID-19, or other unforeseen events.” 


