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AHR e 7 @ 7FH7} Al AHestE dog 2 old ti3 /2A e Ag4x} @ SRP
o] A& oJF 9 Azl @ 7FXH7F HHol whE SRPE] AEFH HE R, @ 3 AEE ©
SRP 4Fg Al m# 84, B SRP ¢ B2 7|9 EF A= Y(FSRP)Y] &1& H-843t

A1 ﬂé‘égﬂu]%q(Market Risk Premium, MRP)< 7}X|9 7} A] &<l &9 A3 d g4z 83}

©O:

A7t ASAE R 23, ZE duF g7 #e] 7HXE7F AE7HES BloombergZt Al FdtE

2 UGk  TRBIGH SANS) 4% 5 Non BIGH SAUS )] QI A1 3 4R
$9402 SRPE 88w g, 23 A Ygenl 12§99 ek 12 A4
oh RE QElR o712 ARIFE] FF 45712 5 ABAE 8 UrELﬂ A 5E F8A
siom, Adoz AT 24 FA%7E Dol £UeHE Non BIGE SAHL S SRP 4
89 AWl FEY)E T2 DG T AEE o3 SRPE W BaAL e
FARG O, % PP 3o, PPAA BAke] TG i 5 AFAA Agel PhAE o

* B AT 20219 % HEY sty wHdgEe] A Yo R o] FojH S
T3k o] AFE T ZAIAALE] XYoo w FH “3l=2] Size Risk Premiumol] #H3F oI 77K 114

F ARE 74 - Bedle] 44T A7,

#* 7MY gn gAY WS, jayk@catholic.ac.kr, A&}

o Zolgety AYulst 2, jncl208@hongik.ac.kr, WAIA A}
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&g odo] AAHUT. g, SRP 9] FSRPE 874, AWl™, 271414 913 A8 & thekgt 9
Azt A5FA At 7E A EH AT

w @7 SRPE EFT FSRPE| & # & 7 AF2A vgdide] w7 vebds AlAsto], 3
7713l whE 79 7E datel Aelzh 2.8 5 glas AARIL ofo wel FSRP % SRP &
AFs7E 7hs gt S el A, 324 7]l o3t 2ARE 2 55 Sste] A2 bFd

< Eole =90l Al&g Fa7t 9l

GEHOD RAR, 7ERRE 2R1E, V1Y 5 ARz, FREs

719 2 7lE 7HXH 7t ARl A5 50 H(Discounted Cash Flow Method, ©]3} “DCF
7)ol de] AHEETE DCFH-S P9 ddd T35 52 old des e AEs v o|a&=
gQlsto, 719 e 719 7HE S et WiHolth DCFH & 7HX|%7F S 2= o
A5 5Y F43 7 EAS(A7IAEH] &3 BRIAREH] &0 7T S A FA ol 2

= ‘?:L-CLU:L 53] 54 Bl =& A|ARH &Y o] Atk AFE T ARAT
AEAoR 7199 AdS g ojA-&5 Aty flete] AR A 2% B E (Capital
Asset Pricing Model, ©|3} “CAPM”) ol we}, Fdolal&oly A4 & Z2]n| < (Market
Risk Premium, ©]3} “MRP”)= A7|AH2H]§-9 =83 Ax gQlo = 7t} a8y 799
o[ZH&olu MRP | 9ol E, 7|99 $18S Wt FE(Ee AIAEH] &)s 25t &
Al APz AS 2 FHR7E vl ohFetd, 24 B 3lAe Adelsitt o8 5 714
# A& =2 v Y (Firm Specific Risk Premium, ©]3} “FSRP”)Z # 3}, FSRP= H 71t/ 7]
o] &gk R e A9 Apol, Al AR 54, AMAY B4, AFFHTI] T g vk
sttt 53] 2] FSRP & A7}Edoz =34 7192 15 (Size)= Fama and French(1992)2]
AT olHZE 719 FEeIY AHEH &L FH AR Rl F shE A E Ut

FSRP & =Uj9] AFHo =z 7|de] 7o wE 9 xa]n|Y(Size Risk Premium, ©|3}
“SRP”)& ﬂobg A% 5 719 2 717 H7F olA eI vt B3 AY] 54 F

71EFe] FSRP &5 GA] El&oluyt 7kXH7F Al A&7t oste] Ao &-&dth. 2eu
SRPE i?é}?} FSRP ZRtel gk A% A 282 2310] 7FX|3 7} @date] HAE7b4 AdaLe)
olgh= o] fE A W AFAHo R FiS| LA A &skrh gz Hrlr] el whel FSRP
2 Y] zfol7b 2A vehd, L3 F7HNA 1oy Zlselgte FSRPE] A8 of F-of
g Fag xfo|7h WA = Stk At} B 7HEIE S g ElE A& A SRPE 11
st AFolE o= HE7|dedA AbEE SRP SR & u] 719olA @] Fx $ ARE-St

.

0!



of S 71919 Aol B S 5 ATAQl BAe] EAGT olel wek T Bl 4
Al AS T Qe F1AH7} A8 Te) FSRPSRP Tehel 0@ $ & A4 A S seteln
#E BAEE setstel ANEE ANE B2t 9

B ATE U 7R AE7]1e] SRPE 83 FSRPE Q& A &dte AF d3S
ZAska, #EE EAE S gofste] AAES A she Aog X o g gt F712 FSRP
< AlFsrt 7Fed SRPell digte] o] 719 S dldeE 3 S E AT A5, mEsof
& ALerS 7 MRk oA S AH S A AL FUHE AFEH oz A3 o9 2

T 7HAH7F AE7F e g

< AFEA S dste] Il e AU B T2 AN
A& AE H(Focus Group Interview, ©]3} “FGI”)E A A| gt}
AEF Fue 24 O 77 Al ARgshe 218 2 old] tid A2 e84, @
SRP94 A4 of 9 Azl Q) 7B Ao uhE SRPe| AH A A4 o R, @ $-2ve} AR

o] &3 SRP 28 A aEfaliol & a4, © SRP 9] 71% 5-F 1P 2w A(FSRP)S] E2&

T A E s aRE 6H9M Bloombergﬂ Xﬁlﬁo}b 4& A& &8st 2191
43 2 Non BIG4 3]AIHQI 33)9] QIEHF 71 T 42
AL, 2% HE3HA] ko 13X AJgel uet o] &

AU iAoz dleo] et 7P g Al el W d3E FA S fAsE

& YL, Non BIG4 SAMMAE 21 74157} 9ol AR/FES A B FAHE 2L

STk BE QB 9718 AEILES] FF 25218 59 ARAE 271 24 AX 5
FASGOR, JhHoE ATED BA9 AXYHE Bol FASHE Non BIGE 2AM L
SRP 489 JBYOIFS)E T2 nelsAn Fl ARE o] §¢ SRPE AP T B8

& W sstsl oy, ad Al e, A B 3 o S AlRARL AR
teiA = chFet ool AAESIT) 4, SRP ©] FSRPE fr84d, Alwfe], 271Ak5] 913 48
o] AAIE A

AHE v 2ok A, 2 A7e VIl PEe BE Ade 23T 5
f+ AR L= 77 ART o] oA EA&el vtdeheA] AdRddE <
£ Fotel geeta Buskglnh &4, FGIE &t =] 7199 Aas 483 SRP 34
gloiM aefeof & v Aol tigh AE7te] Aol S Fiste] SRP Sl AAAH =
& AT A, 2 AgE 71E 719717 AR 9 ZHE—% %OM thegstAl A
S\ FSRPel| T %HM T8 AYATE TFEAT B olA gk Buste] 77 #d
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# Azelvigde) gAg A 4 AR qpgo] B85S A

7t Aze] Apel7k F8F  8l5& AARI olel we} SRP i

T2 7)o 93 AR WL 5 Boto] AR IS 2Y o] Do AN
el

i)
o ol & #Jste] A=A AAE T 7HAH I} 71 HE dEsts 71de] Ele

E Ao R g ASAETY JH8, 52 A, ANVZdAE ASUE | 2345 ok
A =i

7t ASE R A3 vehd FAK 5 ofoll whE AAEREE Al S, Al
o =]

aotala AN 5 AN EY.

L 2 sj3=2v] ] o AP+

7t SRP2| 7HE H £

o

SRPo|| thate] sh=A o m B&H Fole EAHA ¥ou, IH o R SRP= ATt RIS
WAl 5529 918 Qa(risk factor)ol] 7|13t o|Ee] AAGelEo] tifRI|ALe] AT
ERT =7 Yehdts ol 2uf “F R G (size effect)’l 7|13} FRAIE AFEIA}
RS AR 9] Fel, 94, AT A Tol Ao F ksl TR} o5
o tste] it EIALET B8 F& AP zen|dS TS 29 52 Hd FoES AP
A2 Yehdthes d74delth 53] n=dx] LqtR3s|Ale] Hit AdFo]Eo] R3] 1
AR =0E AL AFA3E A A3 Banz(1981)2] 27] & oL
A FREIN yebdS Bastn k) FREe dEd A
& A7} (market capitalization)©l] W2} 3,510 4 522 F&5te] 3l ol w2 A4

A
19

4
s
&
it
M
=
o
1o

1) A FREI thste] A0l EA8IA] @A Amihud 2002 ; Schwert 2003 ; $9 % 1999 ; 2=
9] 2014), ¥Hh = o] FEEIKChaibi et al. 2015 ; Ang 2018)7} JERdTHE APAT AR5 ZA) 5o
TREIV} EA] E2A3 e B st7])= ofdlh el theket Htel|A] Al7]el uhe} AqtRsiALe
AdFd o] A vebdS Baske A72 37 duEA BaiEo](Van Dijk 2011), aid @7do] &
T Ao r dehdtin Br]= o
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o] ApolE TFEREFHZ A3 o|F SRPY /NdoZA 7 gith

5HH, SRPE 2 ,} (build—up method)°l] webr 23 =% 4= St} Ibbotson and Sinquefield
(1976), Ibbotson(2005)-> Ths 187} o] ap7|AHEn] &o] of2] 71x] 2459 it Fei(F-9d
ojzbE, Al flEZen Y, R AdZew|dd, 718 1 @z E A EATE ALY
(= 847 28)2 AABFAT oleldk A4S 71E9] CAPM B3 < 7|Wko & slo], e}

o~
T

|
|

olo] F7HAQl & 7kt P02 A o] Af B4 7199 e 12 gt A
o3l SRPE ATAF AF e £9¢ TEEY 20 wE “Nzﬂ’“‘”% A Fd '8 2 5%
=™, Ibbotson(2012) & “XEEZ o A 45— CAPMe oI 2572 e} 2% 27

P eE ST

g 1> Aol ot AY|REHIE £YX| 531t SRP

f R = |

E(R,) = R;+ RP,+ RP+ RP,

SRP=E(R)— E(R,)

ER) = 729 7|+ ERA7IAHEH] &)

Ry =FHdolx&

RP, =A4938 Zgv 9, A71A-29E 229 Y (MRP)
RP, =293 Zz]"|<U(SRP)

RP, =7]E} 719 25$Ed =Zz2|n|A(FSRP)

SRP :-ﬁ-u_ﬁqa E“J/]U]CH
ER) = XEZe]| 09 A 43
E(R.) = CAPM®] 2|&te] 3=

H:l —l>
m 19
LTSI

2ele o8

S AFA FZ SRPE] &80 24 ALE-E] = Duff and Phelps LLCS] 2] AAA] & A o
7|23t} Duff and Phelps LLC (©]3}, “D&P”)= 1996'd5-E] Duff and Phelps Risk Premium
ReportE 'H3Este] ghom, SRP 5 7% 7kt 2F2H] & 5% ¥ vloly 9 A& AlF
slal itk 1 3 D&PE] CRSP Deciles Size Study= Al7FEd 389 2 1029E 2 o33 2
o] tRe] whE SRPE A|lF3staL Urh.
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<O8 2> D&PAWI 28t SRP & X| 0| A|(2020H)

Market Capitalization of Market Capitalization Size Premium
Smallest Company (in of Largest Company (in  [(Return in

USD millions) USD millions) Excess of CAPM)
Declle
Mid Cap 2445693 13.177.828 0.78%
Lo Cap 451,955 2482745 1.43%
Micro Cap 2,194 451,80 3.21%
Breakdown of CRSP Deciles 1-10
1 23025803 1.966.078.582 -0.22%
2 13.176.743 2B.B0OB.073 0.49%
3 6,743,361 13.177.828 0.71%
4 3.B61.858 6710676 0.75%
5 2445693 3.836.536 1.09%
[ 1,591, 8585 2444 745 1.37%
7 911,586 1.591,765 1,54%
- 451.955 911.103 4
9 190.019 &51.80 2.29
10 2194 189.831 0

& 2ol A 1 } Sl whsh o], D&PALe] TER TFR(AZHEA)L g vek

FAEE S7keke

o°“
>
)
o
o
>
>
o
:L

<& 3> CRSP 2 ZEZ2|29¥ Terminal Value(1926—2019)
$104.551

Decreasing Size

w

£23.579

ow*“ WAV AV A B B BV S &)

Z}& : Duff and Phelps &3 ©|A] (http://dpcostofcapital.com)
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£0], 1925 Zoll CRSP A EAF F 1BAFEE T A #RrIdezg 4 1
FakE o 20193 ol $5,179% ~7}O}M~L} CRSP HEYF: 6(FANPez F+
FAb= $23,5792 AX Iﬂ 2 Zo 7 Zyletith 1t CRSP 4 E914 100718 2

2 )l 1985 TR 22 717 B2 10455198 2 718t g% 2 985
Aldg Ao Y o]= ﬁLEEﬂra— ow|gict.

SRP= Thgeh €l]lel ofste] TAshs A o2 S S44 22 thant 2] Al g
AFA 274, 848, T BE, 9571, 7148l e 9F 5= = 5 Aok
AA PRI tit RS Abel] vlste] AlFe] F/delu 7] ©wsta, S8l Hla
&2 olm Fdeo] vkt Aol Atk ol d I R AR Dot viE B dgoll
THE I, 2EAEE G o] mE AFE 272 of7lste] B P/B(price to book value) H]
&3} 49 % 3tk Dichev(1998), Campbell et al.(2008)& It 7HsAd & APAA 9139] A&
o #Hso} & FAgA BN FdHS Hauste] ARIAA ol mE v 24 7t
°] SRP9] FH AL 7hsd= Akt
/3 (liquidity) 2k d 919 2] SRP2] 24 djlelete T4 AV dh AtEsAhe
= J =

H]-&

1}, Stoll and Whaley(1983)< 196011
e AT STt Ak ik vt 13

atar et al.(1998)= Azl 3]HE&°] 729 book—to—marketE A g 2]

™ A 401 2pol 2 A gitia F463Ith Amihud(2002) A 28 F7F iAo
d Wt mgketA 2832 A S5kt Acharya and Pedersen(2005)%
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REE S %%w w4 29 9 uges 99T F dan Lo}m
ve ozt % = 4

52}15“’% & 7HA]F(value firms)= erﬂ o ve das /‘]5\4_‘5}{— 7 ko] 2)«{— ], TXPX}% ]
B v e st FESAL 7T A=A vt

0157]'5]'* Aoz B 4 9t ol9 22 FH=rhg &/ (Lakonishok et al. 1994)0] AT 23| A}
o A&¥o] FREN} LAY F 9L

143N QA TFEE A ?l?l"e] T Atk dnbA o w ndE|Ate] A A=l W
A, A el - dASa H]go] Bel] = A7|zte] A er & 5 S, e
FRete H3RSAL AR A oA @,
23 F7} targete] Ho] o]Eo] 2 FYES YEHY
Zhang(2019)¢] A= T2 93 S(reverse mergers)] °F 83
o] 30%° HeEE HAh

o
=
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ASESE A0S 7%/ /HE A% P ES AT SRPSH AT AFEAE
ANBAGE o Eel w2 NEAUL, NEREIE, AREAATAEN FE 719D 5
bzl ° =

a}

=
o hS

7} A FEAYE nefstn gonl, SRPY WY S AYsm drka vk = 1A T
Eis

1.18%, =719 1.78%, 2714
2kl vl AFe] FHF77}
o3}

g 3= €2016)F ICT 2H)2h #:8 SRP7E 7]
el B 4
A FRAY] e R

2.41%, AA719E 3.10%= 3 Eha 4311, ICT e}
AA oz @ 7)Ao} B Ak thn]) B fo o]—oq 38
3 3FTh

0] 53} 1A4(2021, pp.259—261)%= SRP2| Wkl FaAd| that o] o] EAs7]= dh,
37}2}7} FAFSIAR] 37 sIAtE T fjjdo] Aka dekgithd SRPE 9
© e 1H:E F lon, D&PALS AlFAE7E Bel &8HES AAlS

L

2. D&PO|| 2|5t SRPO| =X 1IN

D&Pell 2]&+ SRP =7 3}4(CRSP Deciles Size Study)< TH-2F 2t} WA 7]¢e] B2 329
e 10892 FEsk=d oju] WA NYSES] & 437 A7l (market capitalization)
o wgh 3(10)EH 2 FEIh 7P 2 Fake 18950, 7P Fe FAE 108952 A
Ht} ©]F NYSE MKT, NASDAQ 4% SH-& NYSE 7|5 757 (breakpoint)ol] & 7 3slo] 2
ek R Fdste] 3/0(1070)9] 9o wE XEZEE AT

o|F MHFA] P FEZ ] Qo F22 E(security return)> D3IF B{7IF A ES 0] &3}
o ALk, FAEE 2 wgao] EAE FF Tt £ wd ol mE ks 24
=2 E

717 ARk, o2 M2 & wtgste] FES At &

o FelEE o AR Sl A4S BT S AR, A0

XEZYQ FYEES Hel(compounding)Z Al HHC)

vpRlg o 2 AE AT dxel wet 7 #9HE CAPM Ui¥] 23pel &S 5t
SRPE AHEdt) &, 298 SRP=&9"8 A& &£ Hd WEtxXMRP"E 2+&
Hrt

|:||. _)|\_7=I

AEA R v=, §4 T AZ AEAGNA Lt RI|ALY AHEE] G| = Y TR
BoE, olEHom AAgte ASSA ASHeE By 3 gitkBanz 1981 ; Van Dijk



7l S7 flgzZe|niel golg Mol et MEfiT 167
2011). E=3F A4 025 DCFYel o3 7Hx7F Al, 7B 7F 27kl elsted SRP= E1l
ol aefso] AR Tl &S & 4 Avheme FA S 2011 ; o] 55 A4 2021).

2. TR HI=ZIV|A(SRP) & 719 S+ 97

Adzevde A He A BEAol gle HAAA A4
(unsystematic risk) 24, S% o] &olst] b= AR A¥rA o2 7EX 7 HA oA HE A3
7Hkste WA ETE R TR A A FES E<l(discount)dtE FH =
Ak Y AP F= BAESIALY] 7HA % 7E Ao s =W, FSRP f]ol = 719 ¢l
Z2]v]d(company risk premium) -2 E2]7|%= 3} Ibbotson(2005) 714 <] HlAIAIA $1&
=238 F e Fo3I dEo7 D IRkl B2l H(depth of management), @ A+ 2] <h
s /d (stability of industry), 3 AJAFeFQle] thztsK(diversification of product line), @ H <1
O] G- Z(stability of return), & A} FZ(financial structure)E A A8t )

A5 Ao A= company(firm) specific risk factor(premium)E A1k 1 8215 A A5+

+=Hl, Cooper et al.(2021)°] 94 ald L8912 o33} Fo] FE3IS T

SRP 9|¢] 7|9 S+

i

= &

SIE= b

.‘_4

19 o>4 tlo nSL
.

B 1D JIY S7 /=2 Y (FSRP) &3 201 R°F

T2 NACVA(2015) Hitchner(2017) Trugman(2017)
sl 3 T8t —AAA 3
]HJ’]' UM 41 _3_1]_7]_ 761%"@[ 3__1]’ —X]Clﬂﬂai E—}‘_ 5&@0— o'“"l—HU
AN, AR | T —99
— A kU — [e] 1
a4 gol A BAA &7t 71499 = — 99
ECEECEE
297 29 |-A97 9% 9 59 LI CEE: -
— 3491 E 913 (Key Man Risk)
—ole] wE dRsEel WEd
— 232 AR i
Z=01x] 9o —Ted 0;; ; —Awd
T 70 —U—xl olol 77]’—| Eﬂtﬂ‘ﬂz] .
—olejsl g AR
—=FAH o8 7
— Ao 3k HE=
_‘—/7_11X1%52_
/\}-01;]]9] [} 13 iz H\:ﬂ 15 s ol&
theky gol A4 9 st —AF L AHl2 g2st —AEAT
9 89 —AE D AEz 595
EpEr
A 7)e |—7)9AA
r; gu;‘t'sﬂ]j X]PT]; gﬁﬂ"ﬁ —71eAd —E@zel2
1 oal — A -
T ea |oeammn A — AR
oyl =TT —‘?;,‘79]5,’4@
Z}& : Cooper et al.(2021), p.56 7%, A2
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/-84 (2002, 2008)= 714l 573 AEFH 2 ZA A (monetary risk)T 24 H
(organization risk) = Tt tE 18l A G &S v F e 242 O A 2
njE ZRAE o] Jagt Ao 2Pk @ 7YY AFTE A AAA, @ Axd7} vF

<] tﬂiaﬂ*‘ A=, @ gl 24 d=s 28 F 3lon, 2490dd 9= vE

Ae L202e O ZA9A] AR 2oy, @ 249 7R} G435 A&, © AAF »HAE
e, @ NeMNd A7 AL 18T § Aok s

ol¢} 22 FSRPE 719 5/9d 5% B2 7IYolr AHEu| & Ay Al dZen|dez
Rk atal ot ZHtek i zein|go] A A of ol tiaja s 1A o] HEeHA] AR5 &
Q18}7] o} Hth(Koller et al. 2015, 45p). Tkt FSRP7} A4E-3} 18-0] ok 50% o]42 2}=]ghch
+ Cooper et al.(2021)°] A9} Zo], ¥]E S 7] = ofelvu 719 SH A@=Zen|de] &
A& PAe F3FS wi§ a3tk

FSRPS] A% ALlE theat 2ol MHE491%, S7H91%, A4, Al 2 /e ed =
nlg Bom aokd & gtk

1 <

o] SRPE A &3l= 73% | U”Hl HtgdatA]l gon, AR
BHgol F7tR 7MIE AS- oF 2~4% ERIEES MRt ol & ], Ibbotson(2012) °F
3~4%(AEH - & 71%)% A8 2.7, Damodaran(2005)l lshd B354kl 45
HlfrEAd Zevlde 4 F7he] o 20-30%(FA7H 21E 71E)eletal Skl

§H, Damodaran(2005)°ll 2lstH f2 3918 F2 B33 k] 7HAR7E Al 2 2 7}
G olfpEA], ATtRIAR, AL B AV, dadert B AN tE ok &
JAES W vl AP=Zevde S d=ot AT F2(restricted stock)e] T+
A7 FEA] gle T2l 7S ARt sl &S #Rl U2, 1Po AH 7HA )
IPO L 7FA o] ApolE Allete To WA o= &gt

B T E AMCEEAR S AL W5 B Tl EAAE 2o
B EA W 2 34 S B Y ADAH AT2 Do m2w FARANE nastA g
P shole] 30% o4 FAT S AgHES Hf )

Lt =719l

H7tN e SAE Q7oA QsldgaEs FEsts 45l F7HEe 2 a8 & e 98
Z2]n| Y (country risk premium)©]t}. E3H 0 F CAPMOl| A &%= F9go|AE, HEl Al
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g =zngd

=T
5 o £ oM L
e 25 3% Q}
3 o %O - o
= 8§ %o - g)aw,rﬁvm m%%ﬂﬂ@ﬂr
N ~u R o SN
T2 3 = T = g ATE*L%@@:}OM Hor s~ =
S g = N "ol Laﬂuﬂqﬂuﬂmﬂ%/7 ﬂulmﬂmﬂ_7ﬂ
=% 3 o %,olﬂmo ﬁ],ov _Uaﬁ._ Zﬂn,moﬂﬁo_a
ogﬂD - 2 = go o B T B s S
s s ° 7 e ﬂ..uHT]rzﬁz R AR
or! Ay o 3P oo 5 = o s B He o
L_wamc L,ulﬂrwuﬂoﬁ O_E%Lormamﬂimn ﬂl?ﬁ@
B 2 G EEE T pefzABs o ®EE T
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A Study on the Application of the Discount
Rate for Firm Specific Risk Premium"

: Focusing on Size Risk Premium

&k kosk ok

Jong—1I1 Kim"* - Nam—Chul Jung"** - Joon—Hei Cheung

<Abstract>
This study investigates the process of reflecting the firm specific risk premium (FSRP) in the

discount rate in valuation practice, and especially focuses on the size risk premium (SRP).
Through this, this study intends to identify the current situation and problems in the application of
discount rates used in valuation, and to suggest reasonable improvements. For the purpose of this
study, in—depth interviews are conducted on valuation expert groups.

The interview items mainly consisted of (D the discount rate used in valuation and general
application procedure, @ whether and not SRP is applied and the procedures, (3 whether SRP is
applied differentially according to the purpose of valuation, @ factors to be considered when
calculating SRP using Korean data, ® consideration of FSRP in the discount rate.

As a result of the interview, valuation experts at all interviewed institutions used the Market
Risk Premium (MRP) provided by Bloomberg as a MRP of discount rate for valuation. Of the 7
interviewed institutions (4 BIG4 accounting firms and 3 Non BIG4 accounting firms), 4 were
applying SRP normally, 2 did not, and 1 applied it depending on the situation. Experts from all
interviewed placed importance on the request for submission of data from supervisory agencies
and the presentation of evidence in the future. Non BIG4 accounting firms, which perform
relatively large number of valuations for financial reporting purposes, mainly consider the
consistency of SRP application. Most of them agreed on the need to calculate SRP using domestic
data, but various opinions were presented on detailed matters such as consideration of the listed
market to which they belong and whether or not delisted companies were included. On the other
hand, various opinions and practical examples such as liquidity, control, and initial business risk
application were presented for FSRP other than SRP.

* This work was supported by the Catholic University of Korea, Research Fund, 2021.
#* Professor, School of Business, The Catholic University of Korea, jayk@catholic.ac.kr, First Author
#%% Assistant Professor, Department of Business Administration, Hongik University, jnc1208@hongik.ac.kr,
Corresponding Author
#x%% Associate Professor, Department of Accounting, Daegu University, janny81@daegu.ac.kr, Co—author
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This study suggests that practical diversity is high in applying the discount rate of FSRP,
including SRP, suggesting that differences in valuation results depending on valuation institutions
may be important. Accordingly, public institutions need to distribute research data for quantifiable

SRP and FSRP to reduce practical diversity.

<Key words> size risk premium, valuation, discount rate, firm specific riks premium, size effect
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