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Smith, Larry (Toronto)

To: Smith, Larry (Toronto)
Subject: Desjardins discount rates for gold & base metals May 2014

Desjardins discount rates for gold & base metals May 2014 
 

Gold – Michael Parkin 
5% DR for proven up producing assets,  
7% for assets that need financing and permits  
6% for permitted and financed pre-producing assets.   
We use a blend of P/CF and P/NAV for target price generation, generally focused on P/CF and adjusting P/NAV to be in-
line.   
We use NTM CFPS on a rolling quarter basis and consider past peak multiples for upper limits.   
We also have EV/EBITDA as a guide  
 
Base Metals - Jackie Przybylowski 
We use an 8% (real) discount rate for base metals.  
To our NAV estimate we then apply a target multiple to derive our target price. 
Please see the attached table from our most recent launch report for a full list of the target multiples that we apply to each 
asset. Our multiples are selected to reflect the relative risk associated with each asset.  
We apply a 1x multiple to current cash, debt, and other corporate adjustments in our company NAV estimates. 

 
L.D.Smith 
LSmith@barrick.com 
T:    416‐307‐7332 
M:  416‐804‐5465 
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From: michael.parkin@vmd.desjardins.com [mailto:michael.parkin@vmd.desjardins.com]  
Sent: Monday, May 26, 2014 8:41 AM 
To: jackie.przybylowski@vmd.desjardins.com; Smith, Larry (Toronto) 
Cc: john.sclodnick@vmd.desjardins.com 
Subject: Re: Discount rate for base metals comps table 
 

Hi Larry, 
 
In general we use a 5% DR for proven up producing assets, 7% for assets that need financing and permits and 6% for 
permitted and financed pre-producing assets.   
 
We use a blend of P/CF and P/NAV for target price generation, generally focused on P/CF and adjusting P/NAV to be in-
line.  We use NTM CFPS on a rolling quarter basis and consider past peak multiples for upper limits.  We also have 
EV/EBITDA as a guide  

Jackie Przybylowski 
 
    ----- Original Message ----- 
    From: Jackie Przybylowski 
    Sent: 05/26/2014 08:28 AM EDT 
    To: "Smith, Larry (Toronto)" <lsmith@barrick.com>@VMD-INFO 
    Cc: Michael Parkin; John Sclodnick 
    Subject: Re: Discount rate for base metals comps table 
Larry, 
We use an 8% (real) discount rate for base metals. To our NAV estimate we then apply a target multiple to derive our 
target price. 
Please see the attached table from our most recent launch report for a full list of the target multiples that we apply to each 
asset. Our multiples are selected to reflect the relative risk associated with each asset. We apply a 1x multiple to current 
cash, debt, and other corporate adjustments in our company NAV estimates. 
 
The gold team uses a slightly different methodology, so I have copied our Analyst Mike Parkin and his associate John 
Sclodnick. I'm sure they would be happy to provide more detail. 
 
Regards, 
Jackie Przybylowski 
 
 
 
[attachment "Desjardins base metals target multiples.pdf" deleted by Michael Parkin/VMD/Desjardins] 
 
 

 
 
Jackie Przybylowski, MBA, P.Eng  
Vice President and Metals and Mining Analyst  
 
Equity Research  
Capital Markets  
Desjardins Securities Inc.  
Desjardins Group 

 
 
Toronto  
 
416-607-3092  
1-855-607-3001 ext. 3092  
Fax: 416-861-0418  

25 York Street, Suite 1000 
Toronto, Ontario Canada M5J 2V5  

 
Please click here for a link to our Metals & Mining weekly comps table  

Turn the page on waste! Only print when you need to.  
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This email is confidential, may be privileged and is intended for the exclusive use of the addressee. Any other person is strictly prohibited from 
disclosing, distributing or reproducing this message. If you have received this email by error, please destroy immediately and advise the sender. Thank 
you.  
 
For company specific disclosures, analyst certification and legal disclaimer please visit http://www.desjardins-securities.ca/Disclosures/English.aspx. 

 
"Smith, Larry (Toronto)" <lsmith@barrick.com> 

 

"Smith, Larry (Toronto)" <lsmith@barrick.com>  

26/05/2014 08:10 AM 
To

 
"jackie.przybylowski@vmd.desjardins.com" 
<jackie.przybylowski@vmd.desjardins.com> 

cc

 

Subject
 

Discount rate for base metals comps table 
 
Hello Jackie, 
I cannot see from your comps document what discount rate you use for NAV. 
Most analysts seem use 8% or 10% (real) for base metals. 
What does Desjardins use for base metals?  Gold?    Real or nominal? 
Regards, 
Larry 
  
  
L.D.Smith 
LSmith@barrick.com 
T:    416‐307‐7332 
M:  416‐804‐5465 
 


