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Abstract  
 

Exxon Mobil is one of the largest companies in the world, but it is currently facing an existential risk. As the world 
continues to move towards greener energy sources, the company could soon find itself in a market where demand 
for its products is drastically diminishing. A growing number of investors and coalitions have drawn the company's 
attention to this phenomenon. However, the oil giant has so far refused to take decisive steps towards a cleaner 
future, as it intends to proceed with its initial strategy, where the focus is first and foremost on increasing production. 
In our research, we look at the implications of different future scenarios and how they affect the value of the 
company.  
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Can Exxon Mobil get on the right track? 

 

 Based on our analysis, that resulted in a share price of 

$62,45 we recommend investors to HOLD Exxon Mobil. As in 

addition to a capital gain of 1,8%, they can expect a 5,9% dividend 

yield, resulting in a total return of 7,6%. 

 Exxon Mobil is currently facing an existential business 

risk. As new studies point out that no new oil and natural gas fields 

are needed. By current production most of the companies¶ 

reserves will be depleted by 2040.  

 In extreme cases oil and natural gas demand are 

projected to fall by 76% and 57% respectively until 2050 as clean 

energy sources take over.  

 As economies recover from the COVID-19 pandemic, oil 

and natural gas demand increases faster than expected resulting 

in oil prices over 70 USD/barrel, thereby favouring Exxon Mobil. 

 

Company description 
Exxon Mobil Corporation explores for and produces crude oil and 

natural gas internationally. Which it then transforms into petroleum 

and petrochemical products. Through the Upstream, Downstream 

and the Chemical segment.  
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Price Target FY22: 62.45 $ 

  

Price (as of 17-Dec-21) 61.37 $ 

Bloomberg: XOM US Equity 

  
52-week range ($) 40.53-66,38 

Market Cap ($m) 260.533 

Outstanding Shares (m) 4.233 
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(Values in $ millions) 2020 2021E 2022F 

Revenues 178.574  231.462 217.627 

     Upstream 14.549 21.922 20.858 

     Downstream 140.896 182.395 170.276 

     Chemical 23.091 27.115 26463 

     Corporate and Financing 38 30 30 

Net Profit -19.679 13.012 11.779 

EPS -4,65 3,07 2,78 

Source: Exxon Mobil 10K and Analyst Estimates 
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Company Overview 
Exxon Mobil Corporation was formed after a merger of Exxon and Mobil in 1999 

and is currently headquartered in Irving, Texas. The company explores and 

produces crude oil as well as natural gas. Furthermore, it manufactures, trades, 

and transports crude oil, natural gas, petroleum, petrochemical, and a variety of 

speciality products world-wide. Its operations are divided into upstream, 

downstream, and chemical divisions. The upstream segment is responsible for the 

exploration and production of crude oil and natural gas. The downstream division 

manufactures and distributes products that were derived from crude oil and other 

feedstock, extracted mainly by the upstream segment. These products include 

industrial lubricants, wholesale fuels, marine fuels and lubricants, passenger and 

commercial vehicle lubricants, aviation fuels and lubricants as well as asphalt and 

bitumen. The third and final segment converts crude oil and natural gas into 

petrochemical feedstock.  Which will later be used in packaging, clothing, 

electronic devices, tires, vitamin capsules and in several other products that are 

crucial for everyday life. 

Exxon Mobil is currently the 33rd largest company in the world and one of the 

biggest oil majors based on its $260 billion market cap, but it has nevertheless 

seen better days. In 2010 Exxon was the world¶s largest company with a market 

capitalization of around $370 billion, while only having $7 billion of net debt on their 

balance sheet. Back than the company was a key constituent of the Dow Jones 

Industrial Average index and had the highest possible credit rating of AAA. By 

contrast, its market capitalisation has now fallen to $260 billion while its net debt 

has risen to an all-time high of over $65 billion in 2020, which has since been 

reduced to $52 billion. At the same time, it dropped out of the DJIA and got 

downgraded by credit agencies several times. Comparing Exxon¶s stock 

performance over the last five years with its peers, it is clearly visible that the 

company has significantly underperformed. With an annualized average return of 

-1,61% compared to its peer average of 2,91% and a Sharpe ratio of -0,09. 

Many believe that the company¶s current bad situation is a result of their 

inappropriate strategy. Which consisted for many years of increasing spending in 

order to boost production. However, it seems that this strategy could pose even 

more severe risks for the company in the future. As fossil fuel projects, in which 

the company invests can take decades to deliver returns, by producing and selling 

products for which there might be a significantly reduced demand in the future. 

72,000 employees 
~4M OEBD of net oil and 
gas production per day 

~5M barrels of petroleum 
product sales per day 
21 Refineries 
25M tonnes of chemical 
product sales yearly 

 
*OEBD: Oil Equivalent Barrels per Day 
Source: Annual Report 2020 
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Industry Overview 
Current macroeconomic trends tend to favour Exxon Mobil. As economies recover 

from the COVID-19 pandemic and demand for crude oil and natural gas continues 

to increase. However, this demand growth is nonetheless higher than expected as 

such production is lagging behind. Causing oil prices to reach heights such as $80 

per barrel. Which specifically benefits Exxon as there is a strong correlation 

between the company¶s earnings and the price of oil. After a closer look at the 

variables a correlation coefficient of 0,74 was determined.  

Furthermore, as bond yields grow investors tend to focus on short-term profits, and 

favour stocks that can yield profits in the present. As returns in many years from 

now seem less attractive if the risk-free alternative of Treasury¶s provides a decent 

income. Therefore, investors are prone to turn from speculative growth stocks to 

companies like Exxon Mobil, which provide stable dividends and are able to benefit 

from the economic recovery in the short-term. 

However, the long-term future of the company is not looking so bright. A major fall 

in demand is expected in connection with climate change and the regulations 

associated with it, as the world continues to shift towards greener energy sources. 

Today, climate change is playing an increasingly important role. As more and more 

people are experiencing the severe consequences of this phenomenon first-hand 

through unprecedented floods, forest fires and extreme weather changes. 

Unfortunately, the energy sector, and ExxonMobil in particular, is a major 

contributor to this crisis. As this sector is responsible for more than two thirds of 

the global harmful emissions, while ExxonMobil being the world's 5th largest 

producer of greenhouse gases. To shed light on how polluting the company truly 

is a comparison was carried out by comparing Exxon with its competitors in the 

same sector. The analysis is based on the Scope 1 and Scope 2 emissions of the 

companies, which are linked to the company's activities and are required to be 

reported annually. The two different scopes are defined as follows "Scope 1 covers 

direct emissions from owned or controlled sources. Scope 2 covers indirect 

emissions from the generation of purchased electricity, steam, heating, and cooling 

consumed by the reporting company." These two types of emissions were summed 

and broken down per unit of production. The results are disappointing for 

ExxonMobil. The company emits 83.5 thousand metric tonnes per 1 million barrels 

 
0

10

20

30

40

50

60

70

80

90

1/2/2015 9/23/2016 6/15/2018 3/6/2020 11/26/2021

 
0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

1.6

1.8

2.0

1/8/2021 5/28/2021 10/15/2021

 

73%

5%

3%

18%

 

Figure 4: Oil price movement ($/barrel) 

Source: Bloomberg 
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produced. Almost twice as much as the average emission of its peers of 45.6 

thousand metric tonnes for the same number of barrels produced.  

 

 

 

Unfortunately, the company is also a leader in methane emissions. This gas is of 

particular importance within the greenhouse gases. Because, although it has a 

shorter lifespan than carbon dioxide, according to a report published by the 

UNECE (United Nations Economic Commission for Europe) its impact on global 

warming is 80 times greater than that of CO2. Sadly, ExxonMobil emits 22% more 

methane for a given unit than Chevron, the second largest methane emitter 

company in the group. 

As people and regulators become more aware of the harmful impact of oil 

companies on the environment, and thus their central role in global warming, the 

need for urgent change becomes evident. Thus, it seems that people have finally 

reached a point where they are willing to take action in order to curb harmful 

emissions. We have seen numerous examples of this in the recent past. First of 

all, as a result of the UN Climate Change Conference (COP26) the Beyond Oil and 

Gas Alliance (BOGA) was formed.  A coalition of governments led by Denmark 

and Costa Rica, with the aim of phasing out oil and gas production. Additionally, 

more and more countries are committing to net-zero emissions by 2050. A critical 

milestone that must be achieved to meet the goals of the 2015 Paris Agreement. 

That aims to keep global warming at 1.5 degrees Celsius above pre-industrial 

levels by 2100. Thus, it seems that change is finally on the horizon. However, in 

achieving this goal the energy sector and Exxon Mobil have a crucial role to play. 
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Figure 8: Greenhouse gas emissions in thousand metric tonnes per million barrels produced 

Figure 9: Methane emissions in 2020 in 
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Source: Bloomberg and Company Data 
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Several companies including oil majors have already pledged to reach net-zero 

emissions by 2050. Among these companies are Aramco and Chevron, peer 

companies to Exxon Mobil. Other European rivals like Royal Dutch Shell and BP 

are also taking serious action towards a greener future. Royal Dutch Shell is 

planning to cut back its oil production by 1%-2% every year. At the same time BP 

plans to increase its renewable energy output 20-fold while cutting its oil production 

by 40% until 2030. However, Exxon has not yet taken the necessary binding steps 

towards a net-zero commitment, but as the company announced on the 6th of 

December it aims to achieve net zero emissions from its working assets in the U.S. 

Permian basin by 2030. 

The fact that Exxon Mobil has not pledged to any greenhouse gas emission 

reductions might be due to the fact that the company's view about the future is 

fundamentally different from its rivals and the most recent World Energy Outlook. 

Almost all parties involved agree that the world population is expected to reach 9.7 

billion by 2050, with rising living standards and increased demand for energy. 

However, opinions differ widely on how this demand will be met. 

Exxon believes that oil and other fossil fuels will continue to play a dominant role 

in the upcoming decades despite climate change and regulations. In their opinion 

the energy transition has to take place slowly in order to avoid extreme energy 

prices and situations where demand is not fully met. Furthermore, it sees an 

opportunity in the fact that competitors might leave the market to pursue renewable 

projects leaving the door open for Exxon Mobil to gain extra market share in the oil 

and gas producing business. As such it intends to proceed with its original strategy 

to increase spending in order to boost production. According to the company¶s plan 

harmful emissions generated through its manufacturing processes would be offset, 

by their Carbon Capture and Storage (CCS) technology. Thereby, maintaining the 

possibility of reaching net-zero, without lowering their produced quantities. 

However, according to current data carbon removal technologies as of today are 

not an alternative to dramatically reducing emissions or an excuse to delay action, 

as this type of technology only captures a fraction of the total emissions at the 

moment.  

Based on this the company¶s strategy seems fairly risky, as it has put all its eggs 

in one basket. If the demand for oil were to fall for any reason, the company would 

be headed straight towards disaster. Consequently, Exxon faced increasing 

pressure from investors requesting the company to mend its balance sheet, 

restrain fossil-fuel investments and return more cash to shareholders.  

A small hedge fund called Engine No.1 has also drawn the company's attention, 

to the fact that its commitment to fossil fuels could be fatal, while it also belittled 
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Figure 12: Population growth from 2020 
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the company's drive towards a cleaner future. And the market proved them right. 

In a proxy war, investors voted three of the hedge fund's nominees to Exxon 

Mobil's board of directors. Gregory Goff, Kaisa Hietala and Alexander Karsner. All 

of them have valuable experiences in the energy sector and more importantly in 

renewable energies. Which the company really needed, as based on a report 

published by the Coalition United for a Responsible Exxon (CURE) no previous 

member of the board had relevant experience in the energy sector. Most of them 

were from different industries such as telecommunication, insurance or financial. 

Kaisa Hietala on the other hand one of the newly elected members already led a 

successful oil and gas company transition process. The main task of the new 

members will be to steer the company on a more climate-friendly path and help it 

through the energy transition. When analysing the company¶s stock performance 

with the Constant Return Model and the CAPM on the 21st of June, when Exxon 

officially announced its new board members an abnormal return of 3,5% (Constant 

Return Model) and 2,9% (CAPM) was observable in the company¶s share price. 

Indicating that even though the oil giant doesn't believe in change, the market 

does. According to one of the company¶s biggest investors BlackRock: “Exxon and 

its Board needs to further assess the company¶s strategy and board expertise 

against the possibility that demand for fossil fuels may decline rapidly in the coming 

decades, as was recently discussed in the International Energy Agency¶s (IEA) Net 

Zero 2050 scenario. The company¶s current reluctance to do so presents a 

corporate governance issue that has the potential to undermine the company¶s 

long-term financial sustainability”.  As a result, Exxon Mobil recently updated its 

corporate plans in which it announces increased investments in greenhouse gas 

emission reductions and disciplined capital investments. 

However, if the company wants to meet the Paris Agreement and thereby emit 

Net-Zero greenhouse gases by 2050, drastic changes are needed. Surprisingly 

according to a recent report from the International Energy Agency, no new oil and 

natural gas fields are required to meet future demand, beyond those already 

approved for development. In line with this finding, they forecast a significant fall 

in oil demand. The current 99 million barrels per day (mb/d) are expected to fall to 

72 mb/d by 2030 and then to 24 mb/d by 2050. In contrast, Exxon projects an oil 

demand of 93mb/d by 2040. Which they say will require substantial investments to 

offset the natural decline and thus meet the projected demand. As for natural gas, 

the International Energy Agency forecasts that demand will fall from today's level 

of 70 million oil-equivalent barrels per day to 30 mb/d by 2050. A drop of about 

57%. Exxon, however, believes that demand for natural gas will rise and projects 

a 14% increase by 2040, which would translate into a demand of 80 mb/d.  

Top Institutional Holders 
Vanguard Group              8,34% 
Blackrock                         6,34% 

State Street Corporation  5,96% 
Engine No.1                     0,02% 
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Figure 15: Oil demand projections until 
2040 in million barrels per day  

Source: Exxon¶s Outlook for Energy and the 
International Energy Agency¶s Net Zero by 2050 
report 

Figure 16: Natural Gas demand 
projections until 2040 in million oil-
equivalent barrels per day 

Source: Exxon¶s Outlook for Energy and the 
International Energy Agency¶s Net Zero by 2050 
report 
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The difference between the two views stems from the fact that they have a very 

different vision about the development of the different sectors. 

Transportation: 

Exxon, for example, believes that demand for oil will grow in the transport sector 

as a whole. In light-duty transportation, they believe that the need for oil will fall 

somewhat compared to today, thanks to the spread of electric vehicles. However, 

the company believes that in heavy-duty transportation and aviation, on the other 

hand, demand for fossil fuels will increase considerably, since in these areas 

electric energy cannot be used for various reasons, such as range limitation or the 

slow development of infrastructure. While, according to the International Energy 

Agency, in order to achieve Net Zero emissions, the demand for oil, which is now 

very dominant in this sector, as it covers more than 90% of the transport sector's 

energy needs, will have to be drastically reduced. They estimate that this figure 

will be only 10% in 2050.  Electricity will take over the dominant role from oil, and 

in cases where electricity has limited applications, such as aviation or shipping, 

biofuels will be dominant energy source. 

Residential and Commercial: 

In this sector oil and natural gas is mainly used for heating, mostly in outdated 

homes. Compared to more modern ones where electricity is also used for heating, 

besides lighting and powering household appliances. For the residential and 

commercial sectors, Exxon expects the demand for oil and gas to remain 

unchanged. As it believes that new build houses will be equipped with a heating 

system, that is powered by electricity. Therefore, even though their forecast 

predicts the sector's increased energy needs they believe that this growth in 

demand will entirely be met by electricity. They think that any small reduction in oil 

and natural gas demand might be due to more efficient appliances and equipment. 

In contrast, the path to Net Zero emissions implies a significant decrease in fossil 

fuels. In their view, the overall energy mix of the sector will change, and electricity 

will not only meet the increased energy demand but will almost completely squeeze 

out oil and natural gas from the market. To an extent that fossil fuels will only 

account for 2% of energy demand. They plan to achieve this by retrofitting homes 

with electrically powered heating systems. 

Industrial: 

Based on Exxon's view energy demand in this sector will grow by 14% by 2040 

due to a growing population and prosperity. They expect oil, natural gas, and 

electricity to meet the increased demand. In contrast, the International Energy 

Agency forecasts a stabilization in this sector, except for chemicals, where the 
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market is projected to grow by 30%. In their view, demand for products produced 

by the industrial sector in mature economies will eventually saturate.  Demand at 

this stage is primarily due to the renewal and replenishment of stocks. However, 

they forecast that the energy mix in the sector will be completely transformed. The 

share of fossil fuels in energy use will fall from 70% to 30% by 2050. The amount 

of oil used in the sector will remain unchanged as increased demand for chemicals 

offsets the reductions in other areas. However, to achieve Net Zero emissions, 

electricity will have to displace coal and natural gas almost entirely. Where the 

required high temperatures for production cannot be achieved with electricity, CCS 

technologies can contribute to net-zero emissions. 

Electricity and Power Generation: 

As we have seen above, electricity will play a major role in the future. Thus, the 

way this energy source is produced will gain major significance. Both Exxon and 

the International Energy Agency project considerable growth in this sector. The 

IEA predicts that the 23 230 TWh demand in 2020 could reach 60 000 TWh by 

2050. Exxon predicts that, along with natural gas, there will be an increasing role 

for renewables such as wind, solar and nuclear. In contrast, the IEA predicts that 

the role of fossil fuels in this sector will almost entirely disappear. Clean energy 

sources will fully replace them. 

Opportunities 

Despite many threats, the future also holds opportunities for Exxon Mobil. For 

instance, the installation of several offshore wind farms will be required to meet the 

increased demand for electricity. In doing so, the oil major could leverage the 

knowledge it has gained from its offshore projects. However, for the transition to 

be truly profitable for the company, swift action is needed to ensure that the 

company exploits the first movers' advantage. Furthermore, as mentioned earlier, 

the demand for different biofuels will increase in the future. By producing these, 

the company could, to a certain extent, offset the losses resulting from the 

reduction in oil and gas demand. However, this depends largely on the success of 

the different research and development projects in which the company is already 

actively investing. If they succussed, they could become a leading producer in this 

field. Last but not least another major opportunity for the company is the Carbon 

Capture and Storage technology. If the technology becomes commercialized 

Exxon Mobil could gain a lot, as it has the resources to store large quantities of 

carbon underneath the earth in already depleted oil and gas reservoirs. 
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Reserves 
In addition to the limiting factors mentioned above such as demand and regulation, 

there is another very important limiting factor which could have a major impact on 

Exxon¶s future, namely its reserves. As oil and natural gas extracted by the 

Upstream segment serves as feedstock for all the products produced by the 

Downstream and the Chemical divisions. After oil has been extracted from the 

ground it is transmitted to a refinery. Where it is separated by distillation based on 

the different boiling points of its components. That is how Gasoline, Naphtha, 

Kerosene, Diesel and Heavy Fuel is obtained. Lighter liquids such as Gasoline and 

Naphtha require less processing compared to heavy fuels before they are ready 

for use. This is essentially the task of the downstream segment. However, to 

ensure that heavy fuel is not wasted it is further processed through a procedure 

called cracking. In which carbon molecules are broken into smaller chains. 

Creating ethylene, polyethylene and other products of the Chemical Segment. 

Another method to create the chemical products is through the cracking of ethane, 

which can be extracted from natural gas. Once we understand the how the 

company¶s processes are linked to each other its exposure to its reserves becomes 

apparent. Since without the feedstock derived from the reserves the company 

could not continue to operate. It is commonly known that oil and gas reserves are 

finite, however exactly when they will be depleted is a subject of many debates in 

the industry.  Nonetheless, a recent report that was published by the IEA clearly 

stated that no new oil and natural gas fields are required to meet future demand. 

Which means reserves may be depleted much sooner than previously expected. 

Simultaneously current reserves are becoming much more important. 

Compared to its peers Exxon Mobil has the second largest reserve after BP with 

15 212 million oil equivalent barrels. However, if the company would not add to its 

existing reserves at current production levels most of its reserves would be 

depleted by 2040. 

Multiples and Peer analysis 
Throughout our analysis we focused on three defining multiples. The Enterprise 

Value to Daily Production, the Enterprise Value to Reserves and the Enterprise 

Value to EBITDA.  
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Based on these multiples it is clearly visible that U.S. integrated oil companies are 

trading at a premium compared to their European peers.  

In order to find out what justifies the higher valuation, we carried out a thorough 

analysis of the oil companies. The analysis started with the companies' oil and gas 

producing activities. In the course of which we examined four aspects the total 

Exploration and Production (E&P) Spending, the Finding Costs, the Direct Lifting 

Costs and the Netback. Regarding the total E&P spending there was no significant 

difference between the companies. The cumulative spending over the investigated 

six-year time period between 2015 and 2020 is shown in Figure 23. As far as 

finding costs are concerned ExxonMobil is clearly outperforming its peers. As its 

average finding cost over the period of 2,21 $/barrel is 33% lower compared to the 

second most cost-efficient company TotalEnergies. Finding costs were calculated 

by dividing the exploration costs (million $) with the extensions and discoveries 

(million barrels). However, the relations between the companies change in terms 

of direct lifting costs. As ExxonMobil and Chevron the U.S. based companies have 

the highest costs in this area of 10,61 $/barrel and 10,33 $/barrel respectively 

compared to the average of their European counterparties of 7,19 $/barrel. Direct 

lifting costs were obtained by dividing the production costs excluding taxes by the 

number of barrels produced. The same tendency is observed in the case of 

netback, which shows the gross profit per barrel, as ExxonMobil also 

underperforms according to this indicator compared to its competitors. Its peer 

average in this area was 24,13 $/barrel compared to the company¶s 20,19 $/barrel. 

These results may at first seem to go against the results obtained by the multiple 

valuation. However, this only reflects the cost structure of the company in the 

Exploration & Production segment. Since if we observe the Net Margins, we can 

conclude that Exxon Mobil dominated its competitors. Usually, companies tend to 

have high fixed costs coupled with lower variable costs, by the asset heavy nature 

of the segment. Nonetheless Exxon Mobil, as the only exception in the group 

accomplished that the majority of its costs are variable. Which could be beneficial 

in a situation like a pandemic. Where their costs could be significantly reduced in 

line with production, unlike the costs of competitors. However, in relation to the 

whole company the cost structure completely changes. Despite the fact that during 

 EV/EBITDA EV/MBOE/D EV/Reserves 
ExxonMobil (US) 9,7 85,2 21,1 
Chevron (US) 9,1 83,1 23,0 
Royal Dutch Shell (NL) 6,3 66,4 24,7 
BP (GB) 5,6 41,0 7,9 
TotalEnergies (FR) 5,4 58,4 13,6 
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Figure 25: Average direct lifting costs of 
the companies between 2015 and 2020 
in USD/barrel 
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the analysis we discarded the year 2020 as the COVID-19 pandemic and one of 

impairments would have distorted the results. On this basis, on average 28% of 

the total costs of the investigated US based oil and gas companies were fixed. 

While the same figure for European competitors is only 14%. In case of a 

significant demand decline this could greatly increase the losses of the company.  

The liquidity analysis that we conducted further aggravated the situation, as it 

revealed values that could be a cause for concern regarding Exxon Mobil. Its 

current ratio is well below 1, namely 0,82, compared to its peer average of 1,21. 

Meaning that Exxon¶s current liabilities are not covered by its current assets. Under 

normal circumstances until the company is able to generate cash it can operate 

perfectly fine. However, this liquidity position makes the company vulnerable to 

drops in demand. The same tendency can be observed in relation to the quick and 

the cash ratio. Where the company had below average ratios of 0,5 and 0,06 

respectively.  

The results so far did not support the higher valuation given by the multiples, 

therefore we continued the research and analysed the company¶s asset turnovers 
and returns on assets.  In these areas the company performed well but not 

outstandingly in a way that would justify the multiples. However, one thing that 

makes US companies stand out from their European counterparts, thus justifying 

the higher valuation is their dividend policy. ExxonMobil and Chevron are paying 

the highest dividend rate among their peers, with $3,49 and $5,31 dividend per 

share. Furthermore, if we analyse the evolution of the dividends, it becomes clearly 

visible from an investors point of view that the dividends offered by the US 

companies are the most secure ones. As these companies are willing to take the 

necessary measures, in some cases even sacrifices, in order to protect the 

dividends and to cover their transactions with shareholders. As we have seen 

recently, when in 2020 ExxonMobil and Chevron, despite having negative earnings 

per share did not lower their dividend payments.  
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Figure 27: Current Ratios of ExxonMobil 
and its peers 

Figure 28: Cash Ratios of ExxonMobil 
and its peers 
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Figure 29: Dividends per Share in $ 
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Valuation 
When valuing Exxon Mobil for a greater transparency the company¶s Income 

Statement as well as its Balance sheet was reformulated and broken down by its 

Upstream, Downstream, Chemical and Financing Segments. This allowed for a 

more thorough analysis of the capital needs and the revenues generated by each 

segment. 

To accurately project revenues, production had to be forecasted first, but 

beforehand it was essential to estimate the evolution of the companies reserves. 

As these factors are heavily dependent on each other. In order to overcome the 

uncertainty of the future three possible scenarios were created. The Net Zero 

Case, the Intermediate Case and the Exxon Case. The Net Zero Case represents 

the future according to the International Energy Agency and it includes the 

necessary measures the company has to take in order to reach net zero emissions 

by 2050. In this case CCUS technologies were not considered. Since on the basis 

of current scientific views this technology is currently not a substitute for significant 

emission reductions. The Exxon Case represents the company¶s own beliefs about 

the future and projects an ideal vision for the upcoming periods. The Intermediate 

Case is exactly representing the middle ground between the two aforementioned 

scenarios. The main difference between these scenarios is the amount produced 

by the company based on the different demands in each scenario and the price at 

which the company can sell its products, which also depends to a large extent on 

the demand. All of these scenarios were assigned with a probability, depending on 

the likelihood of occurrence. As a result, a 50% weight was given to the Net Zero 

Case, while the other two cases the Intermediate and the Exxon received a 30% 

and 20% weight respectively. The actual forecasted production volumes and 

prices, used for valuation purposes is the weighted average of these three cases.  

Regarding the reserves the net zero case clearly states that no new reserves are 

required besides the ones already explored and approved for development. 

Therefore, in this case zero discoveries and extension were projected for the 

upcoming periods. On the other hand, for the Exxon Case exploration ceases after 

the next five years, as it becomes increasingly harder and harder to find new oil 

fields along with increasing costs that make new explorations unprofitable for the 

company. 

Production was forecasted according to the demand projections issued by the 

companies until the depletion of the companies reserves. Based on the projected 

Probability of occurrence 
Net Zero Case           50%       
Intermediate Case     30% 
Exxon Case               20% 
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production levels and reserves, Exxon¶s reservoirs are expected to be fully 

depleted by 2047. 

This also heavily effects the Downstream and Chemical segments, as a production 

decline in the Upstream segment eventually results in less available feedstock to 

their operations. Until the complete depletion of reserves leads to the shutdown of 

the different manufacturing processes. With declining refinery throughput, there is 

also reduced need for refinery capacity leading to continuous closures of refineries. 

The same applies to the chemical segment. Where, despite the growing need for 

its products, due to the scarcity of the available feedstock its output steadily 

declines. Thereby reducing capacity requirements as well. 

As production and sales continuously declines in line with decreasing demand and 

depleting reserves, so does the company¶s invested capital needs. 

Based on our projections Exxon¶s reserves will only be depleted in 2047, however 

the company ceases to operate as soon as 2033 with its assets being fully 

liquidated. As beyond that point the company becomes economically unviable. 

After 2033 the company is unable to generate positive earnings. While in 2035 its 

shareholders¶ equity would have turned negative. Meaning that its liabilities would 

have exceeded its assets. Where investors would have had to finance the 

company, which they are not obliged to do.  

For valuing the company, the Sum-of-the-Parts Valuation (SOTP) method was 

used. As due to the structure of the company and its four distinct segments this 

method was the most appropriate for the purpose. As it allowed us to analyse the 

contribution of each segment to the final Enterprise Value. Furthermore, as we also 

wanted to showcase the impact of the tax shield on the final value of the company, 

the Adjusted Present Value valuation method was applied within the SOTP to 

determine the value of the different segments and the tax shield.  

To obtain the unlevered enterprise value the unlevered core free cash flows for 

each segment were discounted by the corresponding unlevered cost of capital. As 

the lifespan of the company is finite a Terminal Value was not applicable. As a 

consequence, the explicit horizon extended until 2034, when based on our 

projections the company ceases to exist.  

In order to acquire the unlevered cost of capital first we had to determine the 

unlevered beta. To do so we regressed Exxon Mobil¶s and its peers¶ weekly excess 

returns against the relevant market¶s weekly excess returns. In this case we took 

the MSCI World index as our proxy for the market as we thought that the investors 

investing in Exxon Mobil would be globally diversified. By excess returns we are 

referring to returns achieved by the companies and the index on top of the risk-
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free rate, for which we used the treasury bill as a proxy. As a result of the 

regression the raw betas of the investigated companies were obtained. Which 

were then adjusted in order to receive a more forward-looking beta. As the number 

of observations was considerably high, namely 358, it reduced the standard error 

of the betas. Resulting in a narrower interval for the levered betas. These betas 

were afterwards unlevered based on the current capital structure of the companies. 

The obtained unlevered betas were very much in line with each other. As it is 

shown in the figure below.  

 

 

 

The unlevered beta for Exxon Mobil was eventually received as the average 

unlevered beta of all considered companies.  

To acquire the unlevered cost of capital the CAPM formula was applied. To which 

a 5,5% Market Risk Premium was used, based on the findings of McKinsey, which 

it obtained through historical statistical analyses. For the risk-free rate, we used 

the 10-year US Treasury Note with a return of 1,43%. This calculation resulted in 

an unlevered cost of capital of 6,39%.  

The obtained unlevered cost of capital was used to discount the free cash flows 

generated by each segment, thereby determining the value of the Upstream, 

Downstream, Chemical and Corporate and Financial segments. The results are 

summarized in Figure 31. We then determined the liquidation value by subtracting 

all liabilities from the company¶s assets at the liquidation date and discounted it by 

the unlevered cost of capital to get the present value of the liquidation. This 

resulted in a value of $10 183 million. Subsequently, the value of the tax shield of 

$845 million was obtained by likewise discounting the cash flows generated by it 

at the unlevered cost of capital. The sum of the parts resulted in a core levered 
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enterprise value of $ 324 281 million. For which in order to get to the Shareholders 

Equity the value of the non-core business had to be added, while subtracting the 

net debt and the non-controlling interest. For these values book values were used. 

The obtained shareholders equity value was $264 339. Which after dividing it by 

the number of outstanding shares resulted in a share price of $ 62,45.  

 

 

       
 
 
 
 
 

      

       
       
       
       
       
       
       
  

 
 
 
 
 
 
 

     

       
       
 
       

       

 
 

Figure 32: Sum-of-the-Parts 

Source: Analyst Calculations 
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Disclosures and Disclaimers 

 
Report  Recommendations 

Buy Expected total return (including expected capital gains and expected dividend yield) 

of more than 10% over a 12-month period. 

Hold Expected total return (including expected capital gains and expected dividend yield) 

between 0% and 10% over a 12-month period. 

Sell Expected negative total return (including expected capital gains and expected 

dividend yield) over a 12-month period. 

 
 

This report was prepared by Ferenc Krizsa, a Master in Management student of Nova School of Business and 

Economics (“Nova SBE”), within the context of the Field Lab – Equity Research. 

This report is issued and published exclusively for academic purposes, namely for academic evaluation and 

master graduation purposes, within the context of said Field Lab – Equity Research. It is not to be construed 

as an offer or a solicitation of an offer to buy or sell any security or financial instrument. 

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who revised 

the valuation methodology and the financial model. 

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE 

understanding that Nova SBE, the author, the present report and its publishing, are excluded from the persons 

and activities requiring previous registration from local regulatory authorities. As such, Nova SBE, its faculty 

and the author of this report have not sought or obtained registration with or certification as financial analyst by 

any local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her academic 

supervisor is registered with or qualified under COMISSÃO DO MERCADO DE VALORES MOBILIÁRIOS (“CMVM”, the 

Portuguese Securities Market Authority) as a financial analyst. No approval for publication or distribution of this 

report was required and/or obtained from any local authority, given the exclusive academic nature of the report. 

The additional disclaimers also apply: 

USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the author 

of this report are to be qualified as an investment adviser and, thus, registration with the Securities and 

Exchange Commission (“SEC”, United States of America¶s securities market authority) is not necessary. 
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Germany: Pursuant to §34c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading Act), 

this entity is not required to register with or otherwise notify the Bundesanstalt für Finanzdienstleistungsaufsicht 

(“BaFin”, the German Federal Financial Supervisory Authority). It should be noted that Nova SBE is a fully-

owned state university and there is no relation between the student¶s equity reports and any fund raising 

programme. 

UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA”), for an activity to be 
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exclusive responsible for the information, estimates and forecasts contained herein, and for the opinions 

expressed, which exclusively reflect his/her own judgment at the date of the report. Nova SBE and its faculty 

have no single and formal position in relation to the most appropriate valuation method, estimates or projections 

used in the report and may not be held liable by the author¶s choice of the latter. 

The information contained in this report was compiled by students from public sources believed to be reliable, 

but Nova SBE, its faculty, or the students make no representation that it is accurate or complete, and accept 

no liability whatsoever for any direct or indirect loss resulting from the use of this report or of its content. 

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering 

and/or suspend the coverage of any listed company, at any time, without prior notice. The students or Nova 

SBE are not responsible for updating this report, and the opinions and recommendations expressed herein may 

change without further notice. 

The target company or security of this report may be simultaneously covered by more than one student. 

Because each student is free to choose the valuation method, and make his/her own assumptions and 

estimates, the resulting projections, price target and recommendations may differ widely, even when referring 
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significantly different valuation results. Other students¶ opinions, estimates and recommendations, as well as 
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Any recipient of this report should understand that statements regarding future prospects and performance are, 
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This report does not necessarily mention and/or analyze all possible risks arising from the investment in the 

target company and/or security, namely the possible exchange rate risk resulting from the security being 

denominated in a currency either than the investor¶s currency, among many other risks. 

The purpose of publishing this report is merely academic and it is not intended for distribution among private 

investors. The information and opinions expressed in this report are not intended to be available to any person 
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students did not have in consideration the specific investment objectives, financial situation or  

 

particular needs of any specific person. Investors should seek financial advice regarding the appropriateness 

of investing in any security, namely in the security covered by this report. 
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