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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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An Oil Giant in a Changing Energy

Sector Recommendation: HOLD

Can Exxon Mobil get on the right track?
Price Target FY22: 62.45$

. Based on our analysis, that resulted in a share price of Rilcsi{asiofili7Decs21) 61.37 $

$62,45 we recommend investors to HOLD Exxon Mobil. As in Bloomberg: XOM US Equity

addition to a capital gain of 1,8%, they can expect a 5,9% dividend 52-week range () GENTEET
yield, resulting in a total return of 7,6%. Market Cap ($m) 260.533

Outstanding Shares (m) 4.233
. 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’ Source: Bloomberg

reserves will be depleted by 2040.
Exxon vs MSCI World and S&P500
L) In extreme cases oil and natural gas demand are

250.0

projected to fall by 76% and 57% respectively until 2050 as clean 2000

150.0

energy sources take over.

100.0 ‘\/\/‘W’I‘/W
= As economies recover from the COVID-19 pandemic, oil 500

0.0

and natural gas demand increases faster than expected resulting Y2/2015 127212016 11/2/2018 10/2/2020

Exxon MsCI S&P 500

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

Source: Bloomberg

Company description

Exxon Mobil Corporation explores for and produces crude oil and (Values in $ millions) 2020 2021E 2022F
. . L . Ri 178574 231462 217.627
natural gas internationally. Which it then transforms into petroleum evenues

Upstream 14549 21922  20.858
and petrochemical products. Through the Upstream, Downstream B ETEET 140.896 182.395 170.276
and the Chemical segment. Chemical 23091 27115 26463

Corporate and Financing 38 30 30
Net Profit -19.679 13012  11.779

EPS -4,65 3,07 2,78

Source: Exxon Mobil 10K and Analyst Estimates

THIS REPORT WAS PREPARED EXCLUSIVELY FOR ACADEMIC PURPOSES BY FERENC KRIZSA, A MASTER IN MANAGEMENT STUDENT OF
THE NOVA SCHOOL OF BUSINESS AND ECONOMICS. THE REPORT WAS SUPERVISED BY A NOVA SBE FACULTY MEMBER, ACTING IN A

MERE ACADEMIC CAPACITY, WHO REVIEWED THE VALUATION METHODOLOGY AND THE FINANCIAL MIODEL.
(PLEASE REFER TO THE DISCLOSURES AND DISCLAIMERS AT END OF THE DOCUMENT)
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Ex¢onMobil

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

Figure 1: Revenue Composition (m$)
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Figure 2: Exxon’s performance against
Peers
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Figure 3: Exxon’s U.S. Upstream,
Cumulative Capex vs. Cumulative
Earnings, 2015-2020 (m$)
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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.
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Figure 4: Oil price movement ($/barrel)

Industry Overview

50 Current macroeconomic trends tend to favour Exxon Mobil. As economies recover
22 from the COVID-19 pandemic and demand for crude oil and natural gas continues
ig to increase. However, this demand growth is nonetheless higher than expected as
Vs wmpme  asmn v umw guch production is lagging behind. Causing oil prices to reach heights such as $80

Source: Bloomberg

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

Figure 5: Relationship between the between the company’s earnings and the price of oil. After a closer look at the
company’s earnings and oil prices . . . .
ms sivarel variables a correlation coefficient of 0,74 was determined.
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. .

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

e s 2017 2018 2010 “ now seem less attractive if the risk-free alternative of Treasury’s provides a decent
-5,000

10,000 2 income. Therefore, investors are prone to turn from speculative growth stocks to
-15,000

-20,000 v companies like Exxon Mobil, which provide stable dividends and are able to benefit
-25,000 0

Source: ExxonMobil 10-Ks and Bloomberg from the economic recovery in the short-term.

. ) However, the long-term future of the company is not looking so bright. A major fall
Figure 6: U.S. 10-year Treasury yield

with a 50-day moving average in demand is expected in connection with climate change and the regulations
o associated with it, as the world continues to shift towards greener energy sources.
18
16 MM MMV Today, climate change is playing an increasingly important role. As more and more
1.4 - .
12

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

0s through unprecedented floods, forest fires and extreme weather changes.

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

0.2
0.0
1/8/2021 5/28/2021 10/15/2021

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

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

producer of greenhouse gases. To shed light on how polluting the company truly
Figure 7: Global greenhouse gas is a comparison was carried out by comparing Exxon with its competitors in the
emissions by sector
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

= Energy

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

= Waste
Agriculture, Forestry & Land Use

Source: Our World in Data
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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.

Peer Companies:
Figure 8: Greenhouse gas emissions in thousand metric tonnes per million barrels produced

GHG emissions
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Figure 9: Methane emissions in 2020 in . . L. . .
metric tonnes per million barrels 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

100 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

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

company in the group.

Exxon Chevron Royal BP Total
Mobil Dutch Energies
Shell

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

Source: Bloomberg and Company Data

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
Figure 10: Number of countries with net- reached a point where they are willing to take action in order to curb harmful

zero pledges by target year
emissions. We have seen numerous examples of this in the recent past. First of

100 all, as a result of the UN Climate Change Conference (COP26) the Beyond Oil and
:2 Gas Alliance (BOGA) was formed. A coalition of governments led by Denmark
ég and Costa Rica, with the aim of phasing out oil and gas production. Additionally,
iﬁ more and more countries are committing to net-zero emissions by 2050. A critical
22 milestone that must be achieved to meet the goals of the 2015 Paris Agreement.
12 | _ [ That aims to keep global warming at 1.5 degrees Celsius above pre-industrial

by 2030 2031-2040 2041-2050 after 2050 . . . . .
levels by 2100. Thus, it seems that change is finally on the horizon. However, in

Source: Net Zero Tracker

achieving this goal the energy sector and Exxon Mobil have a crucial role to play.
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Figure 11: share of companies with net
zero pledges within the 2000 largest
companies based on revenue

= Companies with Net Zero Pledges
Companies without Net Zero Pledges

Source: Net Zero Tracker

Figure 12: Population growth from 2020
until 2050 in billions
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Figure 13: Total emissions vs Carbon
captured (in metric tonnes)
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Summary

Board of Directors

Michael J. Angelakis
Susan K. Avery
Angela F. Braly
Ursula M. Burns
Kenneth C. Frazier
Gregory J. Goff
Kaisa H. Hietala
Joseph L. Hooley
Steven A. Kandarian
Alexander A. Karsner
Jeffrey W. Ubben
Darren W. Woods

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 6" 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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the company's drive towards a cleaner future. And the market proved them right.

Top Institutional Holders In a proxy war, investors voted three of the hedge fund's nominees to Exxon
Vanguard Group 8,34%  Mobil's board of directors. Gregory Goff, Kaisa Hietala and Alexander Karsner. All
Blackrock 6,34% of them have valuable experiences in the energy sector and more importantly in

State Street Corporation 5,96% renewable energies. Which the company really needed, as based on a report
Engine No.1 0,02% 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.
Figure 14: Stock movement around the

announcement of the new board members ~ 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

66

6 members will be to steer the company on a more climate-friendly path and help it
” + [;l + - through the energy transition. When analysing the company’s stock performance
i |:| with the Constant Return Model and the CAPM on the 21st of June, when Exxon
o ﬁ officially announced its new board members an abnormal return of 3,5% (Constant

60

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

59

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

57

6/16/21 6/17/21 6/18/21 6/21/21 6/22/21 6/23/21 6/24/21 does. According to one of the company’s biggest investors BlackRock: “Exxon and
Source: Yahoo Finance its Board needs to further assess the company’s strategy and board expertise

) ) o ) against the possibility that demand for fossil fuels may decline rapidly in the coming
Figure 15: Oil demand projections until

2040 in million barrels per day 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

120

100 corporate governance issue that has the potential to undermine the company’s
& \ long-term financial sustainability”. As a result, Exxon Mobil recently updated its
o corporate plans in which it announces increased investments in greenhouse gas

2 emission reductions and disciplined capital investments.

0
2020 2025 2030 2035 2040

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

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

B e e e o 5050 according to a recent report from the International Energy Agency, no new oil and
report

natural gas fields are required to meet future demand, beyond those already
Figure 16: Natural Gas demand
projections until 2040 in million oil- approved for development. In line with this finding, they forecast a significant fall
equivalent barrels per day

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

90

80 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
p offset the natural decline and thus meet the projected demand. As for natural gas,
gg the International Energy Agency forecasts that demand will fall from today's level
o s oo e ae  Of 70 million oil-equivalent barrels per day to 30 mb/d by 2050. A drop of about

A Euon 57%. Exxon, however, believes that demand for natural gas will rise and projects
B o e oy o e 050 a 14% increase by 2040, which would translate into a demand of 80 mb/d.

report
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Figure 17: Electronic car sales as The difference between the two views stems from the fact that they have a very
percentage of global car sales forecasted . . .

until 2030 different vision about the development of the different sectors.

70% Transportation:

60%

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

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

20%

o as a whole. In light-duty transportation, they believe that the need for oil will fall
11 I I I I | the company believes that in heavy-duty transportation and aviation, on the other
]

0%

2020 2023 2026 2029 hand, demand for fossil fuels will increase considerably, since in these areas

2050 rapore el Eneray Agency's Net zero by 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
Figure 18: Global air passenger traffic in

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

20000 energy needs, will have to be drastically reduced. They estimate that this figure

16000

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

12000

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

4000

8000
I biofuels will be dominant energy source.

0

Residential and Commercial:

1999 2019 2040
Source: Statista 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,

Figure 19: US residential sector energy besides lighting and powering household appliances. For the residential and

consumption by energy source from i i i
2015.2020 in quadrilion British thermal commercial sectors, Exxon expects the demand for oil and gas to remain
units unchanged. As it believes that new build houses will be equipped with a heating
14

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

10

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

2015 2016 2017 2018 2019 2020

o N &2 o ®

et e Srenenabis = lecricty fuels. In their view, the overall energy mix of the sector will change, and electricity
Source: US Energy Information Administration (sia) 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.

Figure 20: Global electricity generation Electricity and Power Generation:
by source '

00000 As we have seen above, electricity will play a major role in the future. Thus, the
T Other

renewables way this energy source is produced will gain major significance. Both Exxon and
- dW‘”" the International Energy Agency project considerable growth in this sector. The
- Nudlear IEA predicts that the 23 230 TWh demand in 2020 could reach 60 000 TWh by

15,000.00 Oil

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

Gas
10,000.00

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

5/000.00 . coal the role of fossil fuels in this sector will almost entirely disappear. Clean energy
sources will fully replace them.

0.00

Source: Our World in Data

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
'C:;%‘;r;tf Zo,fé‘gﬁfi,‘,’ Zf;;@,‘;v ind installed 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
1000 company exploits the first movers' advantage. Furthermore, as mentioned earlier,
800 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
200 . reduction in oil and gas demand. However, this depends largely on the success of

0 —

s . oo the different research and development projects in which the company is already
Source: Statista 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,

Reserves 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

Upstream 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,

Downstream 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

A

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

L Chemical

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
Figure 22: Evolution of reserves in apparent. Since without the feedstock derived from the reserves the company

million oil-equivalent barrels . , .
could not continue to operate. It is commonly known that oil and gas reserves are

30,000

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

m:ooo \/\ the industry. Nonetheless, a recent report that was published by the |IEA clearly
15,000 \

10,000

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.

5,000

0 Simultaneously current reserves are becoming much more important.

2015 2016 2017 2018 2019 2020

T Foen Chevron Compared to its peers Exxon Mobil has the second largest reserve after BP with
Royal Dutch Shell BP

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

Total Energies Conoco Philips

existing reserves at current production levels most of its reserves would be
depleted by 2040.

Source: Annual reports and Bloomberg

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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Figure 23: Cumulative E&P Spending in
m$ between 2015 and 2020
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Source: the respective companies’ annual reports

Figure 24: Exxon Mobil’s Finding Cost
versus Peer Average in USD/barrel

Exxon Peer Average

Source: Annual Reports

Figure 25: Average direct lifting costs of
the companies between 2015 and 2020
in USD/barrel

Source: Annual Reports
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EV/EBITDA EV/IMBOE/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

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
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Figure 26: Evolution of Gross Margin for the analysis we discarded the year 2020 as the COVID-19 pandemic and one of
the whol
o wihole company impairments would have distorted the results. On this basis, on average 28% of

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

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

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

o The liquidity analysis that we conducted further aggravated the situation, as it
s o o s s e TEvealed values that could be a cause for concern regarding Exxon Mobil. Its

——— o0 Mobll = Cheuron current ratio is well below 1, namely 0,82, compared to its peer average of 1,21.

fove! putch hell o Meaning that Exxon’s current liabilities are not covered by its current assets. Under

s Total Energies

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

Source: Annual Reports § . . L .
perfectly fine. However, this liquidity position makes the company vulnerable to
Figure 27: Current Ratios of ExxonMobil

and its peers 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.

080 The results so far did not support the higher valuation given by the multiples,
060 therefore we continued the research and analysed the company’s asset turnovers
Z:: 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
Exxon Chevron Royal BP Total
Mobil Dutch Shell Energies

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

Source: Annual Reports
" the higher valuation is their dividend policy. ExxonMobil and Chevron are paying

:;%"I’t: ,f:;riaSh Ratios of ExxonMobil 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
e 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
0.30
025 I I necessary measures, in some cases even sacrifices, in order to protect the

0.20
0.15
0.10
0.05
0.00

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

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

Mobil Dutch shell Energies per share did not lower their dividend payments.

Source: Annual Reports

Evolution of Dividends
Figure 29: Dividends per Share in $

140.0

120.0 —

60 —_————— ——————— ™ ——

1000 — <

5.0
80.0
0 60.0
30 40.0
2.0 20.0
10 0.0
[ 1016 2017 3018 4019 1021
0.0 -

Exxon Chevron Royal BP Total E
Mobil Dutch Shell Energies xxon

Chevron Royal Dutch Shell BP Total Energies

Source: Annual Reports Source: Analyst Calculation

PAGE 12/23



EXXON MoBIL CORPORATION COMPANY REPORT N o VA
I

NOVA SCHOOL OF
BUSINESS & ECONOMICS

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

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

Net Zero Case 50% . . .
Intermediate Case  30% Case, while the other two cases the Intermediate and the Exxon received a 30%
Exxon Case 20% 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
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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

Figure 30: Regression of ExxonMobil's used. As due to the structure of the company and its four distinct segments this

,V;’]Z‘j,’(‘;ytse’;gf;; return against the 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

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

¥.=1.0947x-0.0025 15094
R?=0.4393

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

A .
10.0% . O
oo

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

%0%. o“"”h
. . ,
[ 51%“@ s ox  1se TO ODbtain the unlevered enterprise value the unlevered core free cash flows for
L A . . .
°‘f§(‘o A each segment were discounted by the corresponding unlevered cost of capital. As
s _-10%% " . P . .
¢ the lifespan of the company is finite a Terminal Value was not applicable. As a
<15.0%

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

) ::i projections the company ceases to exist.
Source: Analyst Calculations 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.

Figure 31: Unlevered Betas

Unlevered Betas
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Source: Analyst Calculations

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
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Source: Analyst Calculations
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Appendix

Financial Statements

Exxon Mobil Consolidated Balance Sheet

2015
Cash and eash equivaients 3705 3657 3177 3042 3089 4364 3515 3465 4768
Notes and sccounts receivable - net 19875 21394 25597 24701 26966 20581 24755 28540 29516
inventories
Crude o products and merchandise 12037 10877 12871 14803 14010 14169 13740 u7m 15087
Materisis and supphes 4208 4203 a1 4155 4518 4681 a617 4564 4520
Other current assets 2798 1285 1368 1272 1469 1098 1568 1562 1664
Total current assets 42623 41416 47134 47973 50052 44893 48195 52842 55555
Iavestments advances and long-term receivables 34205 35102 39160 40790 43164 43515 44181 4774 45641
Property plant and equipment at cost les istion and depletion 251605 244224 252630 247101 253018 27553 24641 23012 218795
Other assets including intangibles - net 8285 9572 9767 10332 16363 16789 16753 16661 16697
Towmes 0 e a4 e i%  seser  swus  awym s swem
Liabilities
Notes and loans paysbles 18762 13830 17930 17258 20578 20458 18185 15293 12966
Accounts paysble and accrued kabities 32412 31193 3679 37268 a1831 35221 a1017 45780 47257
paysble 2802 2615 3045 2612 1580 684 948 1165 1633
Total current liabilites 53976 47638 57771 57138 63989 56363 60150 62238 61856
Long-term debt 19925 28932 24406 20538 26342 47182 45137 45319 43639
Postretirement benefits reserves 2647 20680 21132 20272 22304 2415 21835 2082 21060
Deferred income tax kabities 36818 34001 26893 27244 25620 18165 18113 18511 19008
Long-term oblgations to equity companies 5417 5124 am 4382 3988 3253 3279 3038 3060
Other long-term obligations 21165 20069 19215 18094 21416 21242 21155 20545 20559
Tewwwwwe T e ems mawl e dmes e oo imom e
Equity
Common stock without par vaiue
(9000 million shares suthorized 8019 milion shares Ssued) 1612 12157 14656 15258 15637 15688 15884 16006 16104
Earnings reinvested 412444 407831 414540 421653 421341 383943 382953 383922 386952
Accumulated other comprehensive income 23511 22239 16262 19564 19493 -16705 -16090 -15586 16696
Comman stock heid in treasury
{3786 million shares in 2020 and 3785 milion shares in 2019) 229734 230424 225246 225553 225835 225776 25773 225711 25771
ExxonMobil share of equity 170811 167325 187688 191794 191650 157150 156974 158571 160589
Noncontrolling interests 5999 6505 6812 6734 7288 6980 7127 6985 6917

Exton Mobil Consolidated Statement of Income

Salles and other operating revenue 239854 200628 237162 279332 255583 178574 57552 65943 71892
Incame from equity afillates 7644 4806 5380 7355 5441 1732 1473 1436 1670
Other income 1750 2680 1821 3525 3914 1196 122 363 224
249248 208114 244363 290212 264938 181502 59147 67742 73786
Costs and other deductions
Crude ol and product purchases 130003 104171 128217 156172 143801 94007 32601 37329 39745
Prodhuction and mamacturing expenses 35587 31927 34128 36682 36826 30431 8062 8471 8719
Selling general administrative expenses 11501 10799 10956 11480 11398 10168 2428 2345 2287
Deprecation and depletion jindudes impairments) 18048 22308 19893 18745 18998 46009 5004 4952 4930
Exploration expenses induding dry holes 1523 1467 1790 1466 1269 1285 164 176 130
o o o 1285 1235 1205 378 162 146
Interest experse 31 453 601 766 830 1158 258 254 214
Other taxes and d 30309 29020 30104 32663 30525 26122 6660 7746 7889
Total costs and ather deductions 227282 200145 225689 259259 244882 210385 55 555 61435 64180
Eomctmboseemews e e isena 0553 aoose s 3sm e e
Income tax experse {penedt) 5415 -406 1174 9532 5282 -5 632 796 1526 2664
Net Income foss) attribuable to Interests 401 535 138 581 434 -811 66 91 192

Exxon Mobil Consolidated Statement of Comprehensive Income

2015 2020 20211 2021 Q@2

Forsin enchinge wanslision asjusamant 9303 -174 5352 -5077 1735 1916 149 a23 -1625
" in netincome -14 o 234 196 o 14 o o o

2358 493 -219 28 -2092 3 168 -47 184

Amedusicn and i 1448 1086 1165 931 582 896 378 215 196
Unrdizad chiange in i wius of stock inwsaments 33 o o o [ 0 0 0 0
Ralized (ginMioss bom netinesme 27 ] 0 [ ] 0 [ 0 0
Total other comprehensive income. -5451 1408 6532 -3922 225 2829 695 591 -1245
Comphunsiva incoma 0oss) imsibudble 1 noaconvelling inbrwts -496 668 693 174 588 -743 146 178 57
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Cash Flow Map

n $m. 2018 2016 2017 2018 2020 2021 2022 2023 2025 2026 2027
NOPLAT Upstream -15443 -17385 -14831 -18 546 -19221 -39925 -19557 -18187 -16 885 -15538 -14 147 12711 -11386 -10100
Depreciation 14528 19176 16704 15281 15467 41350 17054 15781 14448 13054 11599 10083 8597 7129
Gross Cash Flow Upstream 915 1791 1873 -3265 -3754 1425 -2502 -2406 -2437 -2484 -2548 -2628 -2789 2971
Change in PPRE 11258 21091 9652 17572 12055 5432 4143 2263 318 -1693 -3770 -4987 6283
Change in Operating cash -39 a0 17 -24 -86 74 -11 £ £ £ £ 5 -4
Change in notes and accoutns receivable 277 555 -346 17 579 383 -83 -Aa7 46 45 43 -42 -34
Change in Inventories -891 3 38 379 481 -457 -a17 -237 -230 223 -216 =210 -170
Change in Trade payables 25 424 259 -312 810 -498 93 53 51 50 a8 a7 38
(Change in asset retirement obligations 461 538 602 823 33 1249 747 782 817 853 889 87 860
Operating Free Cash Flow Upstream 9301 20640 -13486  -22309  -11289 8684 6878 5245 3390 1485 470 1537 2622
NOPLAT Downstream 32814 35682 43675 51144 51916 37353 46720 43587 41651 39773 37951 36183 34469 33035
Depreciation 1667 1517 1541 1574 1506 2388 1626 1555 1525 149 1467 1438 1410 1393
Gross Cash Flow Downstream 34481 37199 45216 52718 53422 39741 48346 45142 a3177 41269 39418 37622 35879 34428
Change in PPRE 775 2685 1290 4564 5598 -4110 606 1119 1097 1075 1054 1032 1152
Change in Operating cash -334 292 368 -164 641 415 -121 -74 -n -70 -8 -6 -55
Change in Notes and accoutns receivable 1996 4139 996 1362 -4031 131 948 -582 -565 -549 -532 516 430
Change in Inventories -A22 683 1336 -253 -73 -504 -363 223 -216 -210 -204 -198 -165
(Change in Trade payables 437 -3102 200 -3115 5998 -2182 1062 653 634 615 597 579 a82
Operating Free Cash Flow Downstream 34747 40519 50521 51028 32890 53355 44 906 42285 40393 38557 36776 35048 33444
NOPLAT Chemical 517 2131 2602 1548 1451 1534 1861 1828 1857 1866 1858 1858 1892 1917
Depreciation 1667 1517 1541 1574 1506 2388 1626 1555 1525 149 1467 1438 1410 1393
Gross Cash Flow Chemical 2184 3648 4143 3122 2957 3922 3486 3383 3383 3362 3325 329 3302 3310
Change in PP&E 267 4257 2008 2215 3052 -1074 725 1170 1147 1124 1102 1080 1182
(Change in Operating cash -20 33 37 -50 -43 40 -7 0 /] 0 1] 0 2
(Change in Notes and accoutns receivable 516 545 -293 -17 -151 8 -51 1 1 0 ] 0 15
Change in Inventories 13 514 563 -553 -142 -7 -85 1 1 1 1 1 25
Change in Trade payables -188 373 179 -203 386 -114 57 -1 -1 -1 1] 0 -17
Operating Free Cash Flow Chemical 556 833 627 1566 819 4633 2744 2m 2214 2200 2194 2222 2103
NOPLAT Corporate and Financlal -531 -548 -527 667 -640 676 656 656 -656 656 656 656 656 656
Depriciation 824 863 845 879 849 892 859 859 859 859 859 859 859 859
Gross Cash Flow Corporate and Financlal 293 315 318 212 209 216 203 203 203 203 203 203 203 203
Change in PP&E 988 1004 829 894 848 816 859 859 859 859 859 859 859
Change in Operating cash 01 o1 00 00 00 01 00 00 00 00 00 00 00
Change in Notes and accounts receivable 12 15 05 07 01 -10 00 00 00 00 00 00 00
(Change in materials and supplies 34 2 29 -2 56 66 0 0 0 0 0 0 0
Change in Trade payables 1 1 0 1 0 1 0 0 0 0 0 [ 0
Operating Free Cash Flow Coporate and Financial -707 688 646 683 688 -547 656 656 656 656 656 656 656
Operating Free Cash Flow 25294 18357 37016 29602 1732 48756 40115 38595 38561 38616 38783 38151 37512
Non Core Result 6054 9805 -4149 -15375 -17851 -17792 -14 242 -14 242 -14 242 -14242 -14242 -14242 -14 242 -14242
Non Core Invested Capital -37523 -31358 -22831 -19249 -13903 6590 -21909 -21909 -21909 -21909 -21909 -21909 -21909 -21909
Change in Non Core Invested Capital 6165 8527 3582 5346 7313 -15319 0 0 0 0 (1] 0 0
Non Operating Free Cash Flow -15970 -12676 -18957 -23197 -25105 1077 -14 242 -14242 -14242 -14242 -14242 -14242 -14 242
Unlevered Free Cash Flow 9324 5681 18059 6405 -3374 49834 25874 24354 24320 24375 24542 23910 BmMm
Interest -311 -453 -601 -766 -830 -1158 -1224 -735 -574 -558 -537 -512 -485 -454
Tax Shield 109 159 210 161 174 243 257 154 121 17 13 108 102 95
Change in Financial Debt 3731 a19 -3983 8840 18675 -33946 9867 -7950 -7387 6899 6506 -5297 4062
Net Change in Equity -12760 5710 -13470 -14 589 -14 386 -14921 -15427 -15950 -16492 -17052 -17631 -18230 -18 850
Financing Free Cash Flow 9324 5681 -18059 6405 3374 49834 -25874 -24354 -24320 -24375 -24542 -23910 23m
Production
Total Production (million barrels)

2015 2016 2017 2018 2019 2020
Exxon Mobil 1495 1483 1455 1399 1442 1377
Chevron 957 949 996 1069 1116 1128
Royal Dutch Shell 1078 1342 1337 1338 1338 1239
BP 119 1201 129 1344 1380 1211
Total Energles 857 897 937 1013 1100 1051

1942
1375

14242

-421

-3166
-194%0
-22989

2030

-7583
4248
-3335
-8835
-

-32
-160
36
839
482

36968

14242
-21909

o
-14242

2

-384
81
-2270
-20153
-2m

2031

2032

2033

6389 -5104 -3408
2836 1539 801
-3553 -3565 -2607
10067 10310 -59M
-2 -10 a4
-19 -7 -346
-96 -385 -1735
2 86 389
828 760 433
s72 631 462
29519 26794 15075
1340 1230 700
30859 28025 15776
1087 -250 6465
-29 -107 -461
-230 -835 -3605
-88 -320 -1380
257 936 4041
29861 28599 23645
1986 181 1094
1340 1230 700
3326 3102 1795
118 64 5566
2 -17 -107
13 135 837
21 -226 -1402
-14 151 938
2186 3393 8768
656 656 656
859 859 859
203 203 203
859 859 859
00 00 00
00 00 00
[ 0 o
o o o
656 656 656
37174 37707 36399
-14 242 -14 242 -14242
-21909 -21909 -21909
o 0 o
-14242 -14242 -14242
2932 23465 2158
-346 -306 -259
3 =) 54
-1820 -1676 328
-20839 -21548 -22281
22932 23465 22158
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in$m 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Operating Free Cash Flow Upstream -6 878 -5245 -3 390 -1485 470 1537 2622 3728 4822 5782 6371 4642

@ Ru 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39%
1604 8584 14378 18 687 21366 22262 22148 20942 18552 14917 10088 4363

Operating Free Cash Flow Downstream 44 9506 42285 40393 38557 36776 35048 33444 32036 30 664 29861 28599 23645

@ Ru 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39%

294 861 268 804 243702 218 888 194324 169971 145788 121663 97 405 72967 47770 22224

Operating Free Cash Flow Chernical 2744 2211 2214 2200 2194 2222 2103 2122 2139 2186 3303 8768

@ Ru 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39%
2170 20843 19964 19027 18 042 17 002 15 867 14779 13 602 12333 10935 8242

Operating Free Cash Flow Coporate and Finandial -656 -656 -656 -656 -656 -656 -656 -656 656 -656 -656 -656

@ Ru 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39%
-5382 5070 -4738 -4 385 -4 010 -3611 -3186 -2733 -2252 -1740 -1196 -616

Liquidation Value 21420

@ Ru 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39%
10183 10834 11527 12264 13048 13882 14769 15713 16718 17786 18923 20133

21420

Tax Shield 154 121 17 113 108 102 95 88 81 el 64 54

@®Ru 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39% 6,39%

Value Tax Shield 845 745 672 598 523 449 376 305 236 170 108 51

Levered Core EV 324281

Non Core EV 21909

Net Debt -31116

Non Controlling Interest 6917

Shareholders' Equity Value 264 339

Outstanding Shares {in million) 4233

Implied Share Price 62,45
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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 COMISSAO DO MERCADO DE VALORES MOBILIARIOS (“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.

Neither the author nor Nova SBE receive any compensation of any kind for the preparation of the reports.
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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 fiir 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
a regulated activity, it must be carried on “by way of business”. All regulated activities are subject to prior
authorization by the Financial Conduct Authority (“FCA”). However, this report serves an exclusively academic
purpose and, as such, was not prepared by way of business. The author - a Master’s student - is the sole and
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
to the same security. Moreover, changing market conditions and/or changing subjective opinions may lead to
significantly different valuation results. Other students’ opinions, estimates and recommendations, as well as
the advisor and other faculty members’ opinions may be inconsistent with the views expressed in this report.
Any recipient of this report should understand that statements regarding future prospects and performance are,

by nature, subjective, and may be fallible.

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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other than Portuguese natural or legal persons or persons domiciled in Portugal. While preparing this report,

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.

The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion
about the target company and its securities. He/ She has not received or been promised any direct or indirect

compensation for expressing the opinions or recommendation included in this report.

[If applicable, it shall be added: “While preparing the report, the author may have performed an internship
(remunerated or noft) in [insert the Company’s name]. This Company may have or have had an interest in the
covered company or security” and/ or “A draft of the reports have been shown to the covered company’s officials
(Investors Relations Officer or other), mainly for the purpose of correcting inaccuracies, and later modified, prior

to its publication.”]

The content of each report has been shown or made public to restricted parties prior to its publication in Nova
SBE’s website or in Bloomberg Professional, for academic purposes such as its distribution among faculty

members for students’ academic evaluation.

Nova SBE is a state-owned university, mainly financed by state subsidies, students tuition fees and companies,
through donations, or indirectly by hiring educational programs, among other possibilities. Thus, Nova SBE
may have received compensation from the target company during the last 12 months, related to its fundraising
programs, or indirectly through the sale of educational, consulting or research services. Nevertheless, no
compensation eventually received by Nova SBE is in any way related to or dependent on the opinions
expressed in this report. The Nova School of Business and Economics does not deal for or otherwise offer any

investment or intermediation services to market counterparties, private or intermediate customers.

This report may not be reproduced, distributed or published, in whole or in part, without the explicit previous
consent of its author, unless when used by Nova SBE for academic purposes only. At any time, Nova SBE may
decide to suspend this report reproduction or distribution without further notice. Neither this document nor any
copy of it may be taken, transmitted or distributed, directly or indirectly, in any country either than Portugal or
to any resident outside this country. The dissemination of this document other than in Portugal or to Portuguese

citizens is therefore prohibited and unlawful.
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