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The relevance of this study is the need to improve the accuracy of calculations of indicators characterizing the value of companies and the effective-
ness of investments in various projects. The discount rate should accurately reflect market trends. The correctly calculated discount rate should play
a special role in assessing the market capitalization of enterprises of the mineral resources sector; securities of the largest companies are the most
popular among investors.

The aim of the work is a comparative analysis of definitions and methods for calculating the discount rate to identify its basic characteristics that
contribute to obtaining an objective value.

Results of work and their application. The authors analyzed various definitions of the discount rate and made the following conclusions. The dis-
count rate should be understood as the minimum rate of return which a typical investor can expect while investing his own money in an asset that
generates income at the current time (and/or assumes its receipt in the future). At the same time, it is necessary to have alternative (comparable) in-
vestment options on the market. Thus, the discount rate is not a return on the asset being valued, but an alternative return. The core statements of the
specified definition of the discount rate are as follows: “Minimum rate of return”, “alternative investment options”, “alternative yield”. When taking
into account the most significant aspects of this definition, the authors of this paper analyzed the existing methods of its calculation, which are most
often used in the framework of the valuation and investment analysis of enterprises of the mineral resources sector. The Capital Assets Assessment
Model (CAPM) was highlighted among other models, which most closely matches the specified definition of the discount rate. The model is based,
firstly, not on subjectivism when calculating risk premiums, but on statistically confirmed market data; secondly, it takes into account the average
market yield, providing for alternative options for capital investment and, accordingly, alternative yield; thirdly, it implies a minimal, reasonable yield
barrier for potential investors. In addition, this model applies the coefficient , which takes into account non-systemic risks of a particular field of ac-
tivity, allows to consider the peculiarities and specific risks of enterprises of the mineral resources sector.

Conclusion. Theory-based definitions of the discount rate (confirmed by statistical data) will allow building viable financial models of companies,
which in turn will contribute to increasing the objectivity of investment analysis and valuation.

Keywords: discount rate, enterprise of the mineral resources sector, cumulative building model, capital asset pricing model, investment analysis,
company valuation.

ntroduction
Currently, the mineral industry plays an extremely important role in the Russian economy. Eight blue-chip compa-
nies on the Russian stock market out of fifteen are enterprises of the mineral resources sector. In addition to these eight,
there are many other enterprises (the largest ones) that develop mineral deposits. Their activity is associated with a large number
of risks, especially if the deposits are located in hard-to-reach places. Hence there is the uncertainty of the value of money flows
received from the enterprise’s activities and the need to increase the objectivity and accuracy of the calculation of indicators char-
acterizing the efficiency of investments in projects for the development of new mineral deposits and securities of enterprises of
the mineral resources sector.

The determination of the discount rate is an integral part of the calculation within the framework of the evaluation of invest-
ment projects, as well as the valuation of enterprises of the mineral resources sector. It is necessary to note the correctness of its
calculations as an important issue. As we know, any method of calculation should be based on the theoretical basis of the indicator
being defined. Otherwise, any calculations will not make economic sense, giving distorted results. This situation also applies to the
discount rate that is widely used in financial calculations.

The aim of the work is a comparative analysis of definitions and methods for calculating the discount rate to identify its basic
characteristics that contribute to obtaining an objective value.

Results of the work and their application. Conceivably, there are a number of definitions of the concept of “discount rate”.
At the same time, it can be stated that many formulations reflect only the mathematical essence of the indicator under consider-
ation, which means that they are only of secondary importance. However, there are definitions of the discount rate that convey
its economic content.

For example, I. M. Kamnev and A. Yu. Zhulin gave several formulations at once [1]:

— “the discount rate is the interest rate used to recalculate future money flows into a single present value”;

—“the discount rate is a tool that is used to transfer the expected money flows generated by the asset into the present value
of this asset”;
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—“the discount rate is the rate of return on invested capital required by investors in investment objects of comparable risk
level or it is the required rate of return on existing investment alternatives with a comparable risk level at the date of valuation;
the discount rate should include the minimum guaranteed level of profitability not dependent on the directions of investments,
correction for inflation rates and the degree of risk of a specific investment (the risk of this type of investment, the risk of inad-
equate investment management, the risk of loss of liquidity of this investment, etc.)”. Thus, in the first and second options, the
discount rate is considered from the standpoint of mathematical calculations. The third option reflects the economic essence of
the concept and includes the important phrase “the required rate of return on the available alternative investment options with
a comparable level of risk at the date of valuation” Thus, the authors of this paper do not consider the discount rate as a return
on the asset being valued (or a business), but as some kind of alternative yield in the presence of comparable investment options
on the market. According to this, it can be assumed that any asset will be useful to an investor if his profitability exceeds certain
alternative profitability or at least equals to it. Otherwise, a wise investor will leave the project in favor of alternatives available on
the market. The phrase “comparable risk level” used by the authors means a high level of investment requirements for invested
capital leading to an overestimation of the calculated values of the discount rate.

Yu. V. Kozyr in his monograph [2] gives the following definitions:

— “the discount rate is a tool that allows you to compare different money flows and bring them to their present value”;

- “the discount rate is the cost of raising equity capital, that is, the return on investment in equity capital desired by share-
holders, taking into account the possibilities of the market and expectations for its change.”

The first version of the definition contains only the mathematical essence of the discount rate. The second version implies the
phrase “shareholders’ desired return on equity investments” that reflects the economic essence of the concept. However, it causes
uncertainty due to the lack of substantiation of the degree (or barrier) of profitability, which is necessary to enter the project for a
would-be shareholder. This is important because the desires or motives of different investors (average investor, cautious investor,
and risky investor) are different.

Yu. V. Efimova in her article [3] considers the economic content of the discount rate and defines it as the “rate of return on in-
vested capital required by the investor”. However, it does not specify which rate of return and which investor is required. Further,
there is a phrase “the discount rate should reflect the following economic parameters: minimum guaranteed rate of return, inde-
pendent of the type of investment, inflation rate and risk (risk ratio)”. It can be concluded that the discount rate should include
risk-free return, inflation rate, and risk premium. The authors would like to note that the risk-free return, as a rule, is nominal that
is, it indirectly includes inflation. Therefore, a separate assessment of inflation seems superfluous.

O. V. Malinovskaya, E. A. Sapko and A. V. Borovkina in their work [4] define the discount rate as “a specific economic stan-
dard that reflects the growth rate of the relative value of money when it is received earlier (or later spent)”. We consider it is incor-
rect since it does not imply the presence of an investor, alternatives, income standards and etc. They note that the discount rate
is an “exogenously defined key economic standard used in assessing the profitability of a specific investment project” (equating it
to the inflation rate).

A number of scientists, for example, A. N. Titov, R. E. Taziev, E. P. Fadeeva in their work [5] consider the discount rate as “the
comparison rate, the discount percentage rate, the opportunity cost, or the required rate of return”. Their phrase “the discount rate
reflects the alternative cost of capital, so it depends on the company’s capital investment opportunities” needs to be clarified, since
questions arise about the manner in which this dependence manifests itself and what it is about.

The most correct definition of the discount rate from all those reviewed was presented by a well-known expert in the field
of valuation activity S. V. Gribovsky, the author of [6]: “The discount rate is the minimum rate of return that an investor expects
when investing money in the purchase of a profitable asset” The “minimum rate of return” indicates a barrier of the rate of return,
and does not imply excessive demands, and therefore, high calculated values of the discount rate. In addition, profit seems to be
more significant for an investor than gross income, therefore the “rate of return” more accurately reflects his intentions compared
to the “rate of return”. The definition under consideration also implies the existence of alternatives on the market. Similar charac-
teristics of the discount rate are contained in the articles of foreign scientists and experts [7-9].

According to the authors of this paper, the discount rate should be understood as the minimum rate of return which a typi-
cal investor can expect while investing his own money in an asset that generates income at the current time (and/or assumes its
receipt in the future). At the same time, it is necessary to have alternative (comparable) investment options on the market. Thus,
the discount rate is not a return on the asset being valued, but an alternative return (!).

The core statements of the specified definition of the discount rate are as follows:

- “minimum rate of return”;

— “alternative investment choice”;

- “competing earning power”.

When taking into account the most significant aspects of this definition, the authors of this paper analyzed the existing meth-
ods of its calculation, which are most often used in the framework of the valuation and investment analysis of enterprises of the
mineral resources sector.

I. V. Filimonova, L. V. Eder, A. A. Babikov [10] described in detail the model of the cumulative building of the discount rate
expressed in the formula

rET T

where 7 is the discount rate, %; r, - risk free rate, %; r, — cumulative risk premium, %.
When determining the cumulative risk premium, the following factors are taken into account: company size, financial struc-
ture, diversification of customers, profitability of the enterprise and the predictability of its income, quality of management, and

other risks.
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The authors of this paper propose to use the generally accepted boundaries of risk premium ranges used in this model (0-3%,
0-4%, 0-5%) and directly calculate risk premiums for oil and gas companies by ranking based on financial information for a
number of companies in the sector. In this case, in their opinion, the largest companies should accrue the smallest values and
vice versa. If we consider this model from the point of view of the theory, then, in this case, the types of risks do not take into
account either alternative returns, or alternative investments, or the minimum rate of return. Calculations are carried out on the
basis of the data of the estimated company, i.e. the discount rate is close to (or equal to) the return on equity, which contradicts
its very definition. So, the analysis of the compliance of the presented model of the cumulative building of the discount rate to its
previously selected key characteristics showed that it does not correspond to any of them: the minimum rate of return, alternative
investment options, alternative yield are not available.

V. 1. Nazarov in his work [11] also considers the model of the cumulative building of the discount rate. He proposes to add to
the base rate, which reflects “the usual industry-accepted rate of return on invested capital” (10%), the “risk rate of capital char-
acteristic of mining industries” Geographical, economic and geological risks are considered as additional risks when charging
premiums for which the following factors should be taken into account:

- infrastructure of the location of the mineral deposit (geographical and economic risk);

— categories of reserves (geological risk).

The range of premiums for risks offered by the author based on expert estimation. Thus, the geographic and economic risk
premium is recommended from 0 to 8%, the geological risk premium is from 0 to 7%. Once again, the model under consideration
does not correspond to the selected key aspects of determining the discount rate. In addition, risk premiums, based only on expert
estimation, make the discount rate too high and hardly grounded (up to 25%).

O. V. Eremenko in the work [12] specifies the main factors affecting the range of discount rates, including: the level of depen-
dence on suppliers and consumers; the level of innovation risk; capital structure; market returns; calculation method; financial
state; type and form of innovative technology; scope and duration of the project; the degree of depreciation of fixed assets; type
of cash flow, the purpose of innovation. It is clear from the list of factors that the range of the discount rate depends on various
indicators (financial, production, technology) of a particular enterprise or investment project for which it is calculated. Similar to
previous models, it is not supposed to take into account alternative returns. In addition, it indicates such a subjective factor as the
method of calculation. We can conclude that it is possible to calculate completely different discount rates for the same situation
by changing the calculation method (thus managing investment calculations).

Ukal Sari [13], S. A. Fokina [14] describe in their works the most well-known models for determining the discount rate: the
cumulative building model and the capital asset pricing model (CAPM). O. V. Eremenko in the mentioned article characterizes
many other models, including:

- modified capital asset pricing model (MCARM);

- model by E. Fama and K. French;

— M. Carhart four-factor model;

- Gordon growth model;

- models for calculation of a rate based on return on assets, net profitability of equity;

- market multiplier model;

- expert estimation model;

-methodology of the Government of the Russian Federation No. 1470, etc.

At the same time, the range of risk premiums calculated in different ways ranges from 1.8 to 61%. It can be assumed that the
overwhelming number of investment projects will fall into the number of ineffective ones with such overvalued discount rates
(50% or more).

For projects of development of hydrocarbon deposits, the author of the article [12] justifies the model of cumulative building
(as the most acceptable way to calculate the discount rate) taking into account the following types of risks: financial and economic,
technological and geological ones. Unfortunately, in terms of geological risks, the range of changes in premiums (3.75-7.54%)
is not supported by any calculated evidence-based materials. It should be noted that, in general, the presented risk-based model
does not meet the previously highlighted criteria of the definition of the discount rate: the minimum rate of return, alternative
investment options, alternative yield.

The works [15, 16] reveal the problems of risk analysis in the oil and gas sector of the mineral resources sector with regard
to exceeding the terms of investment projects and their appreciation under the influence of various factors. The main attention is
paid to the methods of expert risk estimation; the topic of estimating the discount rate is not affected. It can be assumed that the
influence of risks on an investment project, in the opinion of the authors of the works, consists of the forecasting of its future cash
flows. The authors encompass a risk-based problem when evaluating investments in the oil and gas sector of the Russian economy.

The following conclusions can be drawn from the analysis of the above scientific works:

- when calculating the discount rate for investment projects and business valuation within the mineral sector, the model of
cumulative building is mainly considered;

- the cumulative building model takes into account the risks of a particular project or business and is slightly linked to such
basic characteristics of the discount rate as the minimum rate of return, alternative investment options, alternative yield;

- risk estimation of an investment project can be carried out through the calculation of the discount rate (the accrual of the
corresponding risk premiums), as well as by direct accounting for forecasting of cash flows.

According to the authors of this paper, the most appropriate way of calculating the discount rate is the Capital Asset Pricing
Model (CARM) developed by W. Sharp:

i=R+B (R, -R),
where R is the risk-free rate of return; {8 is the degree of market risk reflecting the sensitivity of changes in the value of assets
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depending on market profitability; (R - R) is the premium for the risk of investing in stocks, equal to the difference in the rates
of market return and risk-free rate.

The presented model most closely matches the previously defined definition of the discount rate, since it is based, firstly, not
on subjectivism when calculating risk premiums, but on statistically confirmed market data; secondly, it takes into account the
average market yield, providing for alternative options for capital investment and, accordingly, alternative yield; thirdly, it implies
a minimal, reasonable yield barrier for potential investors. In addition, this model applies the coefficient B, which takes into ac-
count non-systemic risks of a particular field of activity, allows to consider the peculiarities and specific risks of enterprises of the
mineral resources sector. Additional risks of non-receipt of income should be considered directly while forecasting of cash flows.

Conclusion

Thus, the determination of the discount rate is an important stage of work carried out when building models of cash flow in
the framework of the valuation of enterprises of the mineral resources sector and analysis of the effectiveness of investments in the
development of mineral deposits. The discount rate should be understood as the minimum rate of return which a typical investor
can expect while investing his own money in an asset that generates income at the current time (and/or assumes its receipt in the
future). At the same time, it is necessary to have alternative (comparable) investment options on the market. The most appropriate
way to calculate the discount rate is the capital asset pricing model, which involves gathering objective market data. Theory-based
definitions of the discount rate (confirmed by statistical data) will allow building viable financial models of companies, which in
turn will contribute to increasing the objectivity of investment analysis and valuation.
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OnpeaereHne CTaBKU AUCKOHTUPOBAHMST AASI YCAOBUIA TPEATNTPUSITUN
MWHEPAALHO-CLIPLEBOTO KOMIMAEKCA: AUCKYCCUMOHHDIE BOMPOCDI

Bnagumup Hukonaesuu MOOKOPbLITOB',
Mrogmuna AHatonbeBHa MOYAJIOBA™

Ypanbckuii rocy4apCTBEHHBIN FOpHbIV YHUBEPCUTET, Poccusi, ExkatepuHbypr

AKTYaALHOCTb AAHHOTO MCCAEAOBAHMS 3AKAIOHAETCSI B HEOOXOAMMOCTY TMOBBILIEHMS] TOYHOCTM PACHETOB MOKA3ATEAEN, XaPAKTEPU3YIOWMX CTOMMOCTb
KOMIaHMit U 3¢pHEKTUBHOCTL MHBECTULIMOHHDLIX BAOKEHMI1 B PasAMYHbIe MPoeKTbl. CTaBKa AMCKOHTMPOBAHMSI AOAKHA TOYHO OTPaKaTh PLIHOYHLIE TEHAEH-
umn. Ocobyio POAb KOPPEKTHO PACCHUTAHHAS CTABKA AVICKOHTUPOBAHMST AOAXKHA UrPATh MPY OLIEHKE PLIHOYHOM KAMUTAAM3ALIMM MPEATPUSITUI MUHEPAAD-
HO-CLIPLEBOTO KOMIMAEKCA, LIEHHbIE ByMaryt KpyMHEMIWmMX M3 KOTOPLIX SIBASIIOTCSI HaMBoAee BOCTPEOOBAHHLIMU CPEAV MHBECTOPOB.

LleAbto pa6oTnI SIBASIETCS CPABHUTEALHDIV AHAAM3 OMPEAEAEHMI 1 CMOCOBOB pacyeTa CTaBKM AVICKOHTMPOBAHMST AAs BLISIBAEHMsI €€ Ga30BLIX XapaKkTepu-
CTUK, CMOCOBCTBYIOWMX MOAYHEHMIO OOLEKTUBHOM BEAUUMHDI.

Pe3yabTaTpl pa6oTnhl M MX NpMMeHeHme. ABTOPAMM CTaTby MPOAHAAMBUPOBAHDLI PASAMYHLIE OMPEAEAEHMSI CTABKM AVCKOHTMPOBAHMSI M CAEAAHDI CAe-
Aytoume BbIBOAbI. CTaBKy AMCKOHTMPOBAHMSI CAEAYET MOHMMAThL KaK MMHMMAALHYIO HOPMY MPUOLIAM, HA KOTOPYIO PACCUMUTLIBAET CPEAHMI MHBECTOP C
TUMUYHOM MOTUBALIMEN HA PLIHKE, MHBECTMPYSI COOCTBEHHDIV KAMUTAA B MOKYTKY aKTUBA, MPUHOCSIILErO AOXOA B TEKYILEE BPEMSI M/VAM MPEAMNOAArAIOLErO
€ro roAyyeHvie B 6yayuem. [1py 5ToMm HEOOXOAMMO HAAMUME Ha PLIHKE AALTEPHATUBHDLIX (COMOCTABUMBIX) BAPUAHTOB MHBECTULIMIA. Takum 06pasom, CraBka
AVICKOHTMPOBAHMSI MPEACTABASIET COOOM HE AOXOAHOCTbL OLIEHMBAEMOTO AKTHBA, & AALTEPHATHBHYIO AOXOAHOCTL. KAIOUEBLIMM (hpasamm yTOUHEHHOTO orpe-
AEAEHMsI CTaBKM AVCKOHTUPOBAHMSI SIBASIIOTCSI CAEAYIOLIME: «MMHUMAALHASI HOPMA MPUOLIAWY, «QALTEPHATMBHLIE BAPUAHTLI MHBECTULIMIY, «QALTEPHATUBHASI
AOXOAHOCTL». [1pU yyeTe HamboAee CylecTBEHHBIX ACMEKTOB YKA3aHHOW (DOPMYAMPOBKM ABTOPAMM CTaTbu OLIA MPOBEAEH aHAAM3 CyLIECTBYIOWMX CrO-
co6OB ee pacyeta, HaMbBOAEEe HYaCTO UCTIOAL3YEMDIX B PAMKAX CTOMMOCTHOM OLIEHKM U MHBECTMLIMOHHOTO aHAAM3a MPEANPUSITUI MUHEPAALHO-CLIPLEBOTO
Komnaekca. Cpeay MHOMMX APYr1X GbIAQ BLIAEAEHA MOAEAL OLIEHKM KArUTaALHLIX akTMBOB (CAPM), KoTopast HaMBGoAee TOYHO COOTBETCTBYET YTOUHEHHOMY
OMPEAEGAEHMIO CTABKM AUCKOHTMPOBaHMs. MOA€AL OCHOBLIBAETCSI, BO-TIEPBLIX, HE HA CYyOLEKTUBM3ME MPU HAYMCAEHUM MPEMUIT 3a PUCK, & Ha CTaTUCTUYE-
CKM MOATBEPYKAEHHDIX PLIHOYHBIX AAHHbIX; BO-BTOPLIX, YHUTLIBAET CPEAHEPLIHOYHYIO AOXOAHOCTD, MPEAYCMATPUBAST AALTEPHATUBHbLIE BAPUAHTLI BAOYKEHMSI
KarmTaAa 1, COOTBETCTBEHHO, AALTEPHATUBHYIO AOXOAHOCTD; B-TPETLUX, MPEANOAATAE€T MUHUMAALHLIM, OOOCHOBAHHLIE Gapbep AOXOAHOCTM AASI MOTEH-
LMaAbHLIX MHBECTOPOB. Kpome Toro, AaHHas MOA€AL MyTeM MPUMMEHeHMs KoadbumLmeHTa B, yHUTbIBAIOIErO HECUCTEMHLIE PUCKM TOW MAM MHOM chepbl
AESITEALHOCTU, MO3BOASIET YHeCTh OCOOEHHOCTM U CrieUMUIECKME PUCKM MPEATPHUSITUI MUHEPAALHO-CLIPLEBOTO KOMIMAEKCA.

3akaroyeHme. NOATBEPIKAEHHbIE CTATUCTUYECKMMM AAHHLIMM, TEOPETUYECKM OOOCHOBAHHDIE 3HAUEHMSI CTABKM AMCKOHTVPOBAHMSI MO3BOASIT CTPOUTL pe-
AAVCTMYHBIE (PMHAHCOBLIE MOAEAM KOMIAHMIA, YTO B CBOIO O4YepeAb OYAeT CrocoOCTBOBATL MOBLILEHMIO OOLEKTUBHOCTM MHBECTULIMOHHOMO aHaAM3a u
CTOMMOCTHOW OLIEHKM.

KalodyeBbie croBa: CTaBKa AUCKOHTUPOBAHMS, MPEANPUSITUE MUHEPAALHO-CLIPLEBOIO KOMIMAEKCA, MOAEAL KYMYASITUBHOIO MOCTPOEHUS, MOAEAL OLEHKU
KarnuraAbHbLIX AKTUBOB, MHBECTULIMOHHLIM aHAAU3, OLIEHKA CTOMMOCTU KOMIMAHUU.
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