Information Technologies in Science, Management, Social Sphere and Medicine (ITSMSSM 2016)

Estimation of economic wellbeing at falling price per
barrel of oll

Anna B. Zhdanova

Department of Management
National Research Tomsk Polytechnic University
Tomsk, Russia
zhdanova_ab@mail.ru

Kristina A. Bannova

Department of Management
National Research Tomsk Polytechnic University
Tomsk, Russia
bannovaka@yandex.ru

Abstract—Forecasts of economic growth in recent years are
often revised for the worse. Not only in Russia but also in the
global economy. Economic growth has stimulated the
consumption of energy resources, including oil and therefore
reduction in forecasts of economic growth have a negative impact
on the oil market. For many commaodities the dollar is important.
With the growth of dollar commodity prices are beginning to fall
in price, and vice versa. The growth of the dollar and oil volumes
in the market led to a decline in oil prices. The Russian budget,
almost half of which depends on oil prices, can not respond to this
movement, as a result - another decline of the ruble. In this article
the author considers the question of a mathematical correlation
between the external factor - the change in the value of oil and
refining the assessment of well-being of international corporations
economic
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l. INTRODUCTION

The development of large corporations is an important
element in the general system-an economic system,
development and success of a change that affects the
wellbeing of not only the employees of the corporations
themselves, but also residents of the regions in which business
is conducted. The changes in macroeconomic factors have a
significant impact on the welfare and growth prospects of the
companies, it is important to anticipate this impact and plan
corrective actions.
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While the price per barrel of Brent crude oil decreased to $
47.22, and the world's prevail ambiguous "oil mood" different
analysts has been suggested about changing the welfare of oil
companies. Issues that put before themselves the authors of
the article: how to assess this impact, which tool to measure
the rise or fall against the backdrop of the well-being of a
crucial period in the economy? How to forecast changes and
take them into account in the planning of the company's
strategy?

SELECTION OF RESEARCH METHOD

Also, Russian oil and gas industry is undergoing a
profound transformation. Increasingly, companies in this
sector are trying to find new ways and forms of business that
would provide additional opportunities for the development of
the economic crisis, aggravated, in addition, the gradual
depletion of deposits.

In order to the research, the company's well-being was
defined as the value of the company.

The company's value fully reflects the results of financial
and economic activity and defines its position in the world
rankings of the largest companies. Under cost companies
understand the complex index that determines the efficiency
of operations by activity in the forecast and the extended
period. It is the company's cost management has recently
focused the world practice of business and financial
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management. From the standpoint of the concept of cost
management, the company - it is a business enterprise that
generates revenues from the tangible and intangible assets.
The problem of valuations at the current stage of development
has touched many Russian companies. Almost all large and
medium-sized mining companies have entered the market of
securities in the foreign and domestic markets. The cost of
Russian oil and gas companies with tens of billions of dollars.

Getting to the valuation of companies, it is necessary to
determine what kind of index value will be discussed.
Evaluation methods of company value and cash flows
generated by a number of stages in its development. Initially,
the calculations were performed using the torque multipliers
and interval, margins, that the conditions of their divergent
values are not allowed in general to get a reliable answer about
the value of the company. The next step is the valuation was
carried out based on the evaluation values for earnings from
the financial statements: operating profit before interest and
tax (EBIT - Earnings before Interest and Taxes), the profit
before interest, taxes, depreciation and amortization (EBITDA
Earnings before Interest , taxes, Depreciation and
Amortization), net operating income, net of taxes adjusted
(NOPLAT - net operating profit Less adjusted tax) and net
operating income before interest expense (NOPAT - net
operating profit After tax). At a time when in many countries
reporting is based on national standards and IFRS standards in
full are not used in full, the results are difficult to compare and
estimate the cost becomes accurate. Among the existing
traditional approaches to the assessment of the company's
value for the investigation of EPS figure was chosen. There
are some approaches to an estimation value of the company
from which the indicator has been selected EPS.

Earnings per share (EPS) - is one of the main financial
indicators, which is used to assess the effectiveness of the
company. EPS is one of the few financial indicators,
calculation rules which are fixed in a number of accounting
standards (1AS 33, GAAP). The formula of

its calculation the following (1):
EPS=(Net income-Preferred Dividends)/Average number (1)

This coefficient shows how much rubles of net profit due
to one common share put into circulation. The increase EPS -
undoubtedly a positive sign, which evidence of the
improvement the financial results of the company.

In this study, an analysis of quantitative indicators of
Russian oil and gas companies in the period from 2008 and the
calculation of the value of companies for one barrel of oil in
order to detect stable correlation dependencies.

I1l.  ANALYSIS THE DYNAMICS OF CHANGES IN THE COST OF
olL

The current energy system realizes a passive trin the
period from 2008, the history of the oil price can be a lot of
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interesting facts. The average value of a barrel of Brent
presented in Table. 1.

TABLE | THE AVERAGE PRICE PER BARREL OF BRENT CRUDE

OlIL
Analysis period $ per barrel
2008 r. 97,7
2009 r. 61,9
2010 . 79,6
2011 r. 111,0
2012 r. 1214
2013 r. 108,8
2014 r. 98,9

The next peak price reached 13 March 2012 ($ 128.14),
but because of the problems in the Eurozone and the political
crisis in France and Greece once again began to fall. June 1,
2012 the price of oil fell to below $ 100 ($ 98.63), but was
able to return to the level of $ 100-115 in the second half of
July: the growth affected by the crisis in Syria, a fire at the
refinery in California, August 7, 2012 year and other current
events. The annual average price in 2012 was $ 121.4.

The first half of 2014 went down in history average price
per barrel, but with the end of the summer there has been a
decline in demand for fuel in the United States and China,
against which there was excess supply due to high levels of oil
production in the United States and imports from Saudi
Arabia. Thus, 31 of December, 2014 quotes for Brent crude
settled at $ 55.27 a barrel, then fell below $ 50, especially in
the second half of July. This fact was caused by the crisis in
the stock market in China, Iran plans to increase oil exports
after the lifting of sanctions and the data that the US continues
to put into operation new production capacity. 24 of August
stock prices of Brent crude oil for the first time since March
2009 fell to levels below $ 45 per barrel.

IV. DYNAMICS OF CHANGES IN THE VALUE OF COMPANIES

Speaking about the oil and gas industry, we want to
highlight just the enterprise, which is open to the outside
world has a lot of value for the analysis and calculations. One
of the largest in Russia should be made of "Gazprom oil",
OAO "NK" Rosneft ", PJSC" LUKOIL ". Each of these
companies occupies a significant place in the industry for the
exploration and production of oil and gas, as well as the
production of petroleum and petrochemical products and its
marketing. Among the foreign companies will definitely stand
the US Chevron Corporation, the Dutch-British Royal Dutch
Shell, Saudi Aramco in Saudi Arabia. By the principle of
availability of information for the analysis were selected
Russian PAO "LUKOIL" and the US Chevron Corporation,
which is one the largest oil and gas companies in the world.



Comparative analysis of companies and their cost will be 9 00 27
carried out in terms of EPS (earnings per share). These 2009 5,26 61,9 | 27,67 | 38316 | 325 | 50,7
P . . . . . 1 59 9
|r_1d|cators EPS companies ynder consideration in the period 5010 953 7960 | 9082 | 63361 | 758 | 83
since 2008 are summarized in the Table. 2. 6 59 7

2011 | 1354 | 111,00 | 183,33 | 12321, | 1502 | 117,
TABLE 11 INDICATORS EPS PJSC "LUKOIL" AND CHEVRON 00 Y 85
CORPORATION 2012 | 1342 | 121,40 | 180,10 | 14737, | 1629 | 116,
Period, Year Chevron Corporation, PAO «Lukoil», EPS, 96 ,19 88
EPS, $ rub. 2013 | 11,18 | 108,80 | 124,99 | 11837, | 1216 | 98,7
2008 11,74 270,67 44 38 4
2009 5,26 262,82 2014 | 1021 | 9890 | 10424 | 97812 | 1009 | 90,8
2010 9,53 332,68 1 77 8
2011 13,54 391,04 2015 6,46 4500 | 41,73 | 20250 | 290, | 60,5
2012 13,42 449,61 0 70 1
2013 11,18 330,80 Total | 81,34 | 72430 | 890,71 | 70415, | 7880 | 724,
2014 10,21 242,87 67 16 30
2015 6,46 318,72 PAO "Lukoil"

From the presented data show that earnings per share (EPS) EPS, The X Y | XY | Y
in crisis and post-crisis time, both companies have been quite ‘;1;' p;‘ecre
low. This indicates a deterioration in the financial results, share | barrel,
including a significant reduction in net profit. X) rub.

)
V. ANALYSIS OF THE COMPANY'S VALUE CHANGES 2008 270,67 | 2428,8 | 73262, | 589916 | 6574
DEPENDING ON CHANGES IN THE COST OF OIL 2 25 6,59 OT 272%3

Analysis of the companies was carried out on the basis of 2009 | 262,82 | 19702 | 69074, | 388200 | 5178
the relationship between the search of a barrel of oil (Y) and 8 35 3,28 2%9 ZEiO
the mc?ex EPS (X) in the same pe_rlod. The main m_ethod of 5010 | 33268 | 24166 | 110675 | 584024 | 8039
analysis was adopted by correlation analysis, designed to 6 98 556 | 744 | 3051
detect the relationship between several random variables. The 5 10
dependence is expressed by a linear function (2): 2011 | 391,04 | 3262,2 | 152912 | 106425 | 1275

9 28 36,04 | 685, | 3293

o 88 74
Y =agta;X ) 2012 | 44961 | 37731 | 202149 | 142363 | 1696

1 15 59,07 | 427, | 3537

Thus calculated values a0 and al possible through the 99 26

following svstem of equations (3): 2013 | 330,80 | 34652 | 109428 | 120081 | 1146
9y a ©) 8 64 6548 | 314, | 3043
62 28
na,+a; Lx =Xy 2014 | 242,87 | 38185 | 58985, | 145811 | 9274
¥ Y32 =7 3 3 84 71,36 | 063 | 2677
AglExta LEt = LEy 8 70
2015 | 318,72 | 30150 | 101582 | 909022 | 9609

Also during the correlation analysis it is no less important 0 A4 500 | 408 | 2993
to calculate the index of closeness of the connection. Such is 0_| .06
the indicati ill be the th fficient of lati hich Total | 2599,2 | 24149, | 878070 | 761798 | 7985

e indication will be the the coefficient of correlation, whic 1 97 03 7233 | 987, | 2415
should be calculated according to the formula (4): 82 | 0,07
Txy—F ek
= —f (4) - -
T B0 Field correlation of
hsl
_ _ _ _ Chevron Corporation
All calculations associated with the analysis of the two -
companies are shown in Table. 3. 140,00
120,00 ¥ =8,0995x F 81855
TABLE 111 CORRELATION ANALYSIS EPS DEPENDING ON OIL 100,00
PRICES 80,00
Chevron Corporation 60,00 a/./
) 2 * <
) EPS.$ The X Y XY [ Y 40,00 Y
= per price
2 share per 20,00
X) barrel, 0,00 X
$ (¥) 0,00 5,00 10,00 15,00

2008 | 1174 | 97,70 | 137,83 | 95452 | 1147 | 103,

Fig. 1. The field correlation Chevron Corporation




As for the correlation coefficient, the company Chevron
Corporation it is r = 0.929; It is indicating a very high
connection between these symptoms. While the company
"Lukoil" is only r = 0,421 - from this we can conclude that a
reasonable bond. Also, differences due to the company can be
traced graphically via the location of points on the graph in
relation to the line.

Field correlation of PAO
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Fig. 2. The field correlation PAO "Lukoil"

VI. CONCLUSION

Thus, the rate of EPS of largely sensitive to changes in the
price of a barrel of oil in the US company in the Russian
practice, the sensitivity of a little less strong. This trend is
repeated year after year, without exception. There is a direct
relationship, when the price per barrel of growth and
increasing earnings per share. Accordingly, the market price
of oil by the "dictates" the investment attractiveness and
effectiveness of the company's oil and gas industry. First of
all, it will be expressed in the stability of that future profit per
one ordinary share.

Different groups of users of financial statements (which
both investors and managers, and so forth.) Interested in
assessing the quality of profits, and to this end shall analyse
the components of the received financial result, its
contribution to the formation of revenues and expenses from
ordinary activities and other income. However, with US
companies, without going into detail reporting, surely you can
not be sure, because generally accepted accounting principles
(GAAP) allow you to include in income one-time event (for
example, sales of units) that can significantly affect the profit
margins and skew EPS. Therefore, the United States decided
to disclose the figure most EPS, which includes one-off
income and expenses.

One approach to the planning of compensatory measures in
adverse trends in the oil markets is the establishment of a
reserve of profit as a "safety cushion" when in favourable
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districts with high rates of profit, the profit is reserved to
compensate for its drop in unfavourable periods. In general,
for companies forecasting changes in the valuation of the
company, depending on external factors important in view of
the depth correlation allows advance planning measures to
compensate for this adverse effect.
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