
 

For Advisor Use Only 

Exxon Mobil Corp., based in Irving, Texas, is the world's largest private-sector integrated oil and gas company. The upstream 
segment has operations in North America, the Middle East, Asia-Pacific, Africa, Europe, and South America. The downstream 
segment has refineries in North America, Europe, Asia-Pacific, and the Middle East. The chemicals segment produces a range of 
petrochemicals. 

 

 

Highlights:  
It has been just over a month since the corporate plan update, there was not much incremental on the strategic/guidance front, 
however confirmation of progress on major upstream and LNG projects bodes well for the company's future growth potential. 
Our caution continues to be driven by challenging downstream markets, where XOM has an overweight position relative to peers, 
with Q4 results further evidence of this. In the context of this as well as its premium valuation, we see the risk-reward for XOM 
as balanced.  
 
Bull Case: 

• Long-Term Outlook - Given investor pushback since December was primarily around the higher capex (driven by 
emerging businesses) and earnings uncertainty associated with these investments, we welcomed the additional details 
on the projects in the space. This includes the Baytown low-carbon hydrogen project (on track for FID this year), 
Proxxima capacity ramp up, and the emerging low-carbon power opportunity in the US. We believe XOM will stay 
disciplined and only move forward with these investments if return thresholds are met. As such, we view these 
emerging businesses as key differentiators and drivers of upside earnings potential for XOM in the long run. 

• Focusing on Capital Discipline - Share buy backs tripled last quarter to an annual run rate of $15bn; while this was not 
changed this quarter, we see XOM setting up for a sizeable dividend increase ahead of their next earnings report, with 
potential for another step up in buy backs given balance sheet trajectory that we see towards net debt.  

• A Lot Has Changed for XOM - XOM has gone from the brink of a potential dividend cut in 2020 to a more balanced 
financial framework in 2021, and now significant free cash flow potential in 2025, driven by booming commodity prices, 
geopolitical events and most recently, an extremely tight oil products market. After a particularly strong showing last 
year due to booming chemicals margins, the question is whether XOM could see greater earnings upgrades than many 
of its peers; we believe the answer is yes. 

• Potential AI Beneficiary: XOM is uniquely positioned to enable low-carbon power solutions for data centers. 
Management reiterated that they are in active dialogue with tech companies to enable low-carbon firm power for data 
centers, specifically modern natural gas CCGT with >90% carbon capture capability. The company is well into a front-
end engineering and design study and is seeing significant market interest from hyperscalers that want to decarbonize 
power. Management indicated a site could be ready by as early as 2028 and decarbonized by 2029. 
 

Bear Case: 
• Commodity Price Risk - Prices for natural gas and oil fluctuate widely, and we believe that Exxon's cash flow and 

dividends depend substantially on prevailing oil and gas prices. As a result, current and expected oil and gas prices can 
significantly influence the price of XOM shares. 

• Expectation Of Faster Acceptance of Green Energy – The biggest threat to “dirty” energy has been the argument that 
Green Energy will overtake fossil fuels – this has been the bear thesis on the space for almost a decade now – 
compressing multiples across the sector. It has been the sentiment driving the devaluation of these companies. We 
don’t disagree with this – we are big believers in growth regarding the Clean Energy space. But, in the past, the transition 
to a new energy source has provided a big boost to the old one. Solving this conundrum — how to supply enough dirty 
old material to build a new green economy — will require balance. Blocking new mines/rigs will not always be the 
environmentally responsible move. We believe that governments, and greens in particular, need to recognize that 
trying to shut down the old economy too fast threatens to push the price of building a cleaner one out of reach. 

• Downstream Tailwind Fades - While we continue to see value in XOM’s growth profile, we expect earnings momentum 
to moderate, as refining margins have fallen considerably while chemicals margins remain challenged amid a tough 
economic backdrop. We expect commodity prices to remain volatile, and with OPEC+ likely to support oil prices, we 
have a bias towards upstream levered names over downstream from here. 
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For Advisor Use Only 

 
Past performance is not indicative of future results. This information is for illustrative purposes only. Investing involves risk 
including the potential loss of principal. This material is not financial advice or an offer to sell any product. The actual 
characteristics with respect to any particular client account will vary based on a number of factors including but not limited to: (i) 
the size of the account; (ii) investment restrictions applicable to the account, if any; and (iii) market exigencies at the time of 
investment. Aptus Capital Advisors, Inc. reserves the right to modify its current investment strategies and techniques based on 
changing market dynamics or client needs. Forward looking statements cannot be guaranteed. This is not a recommendation to 
buy or sell a particular security. There is no assurance that any securities discussed herein will remain in an account's portfolio at 
the time you receive this report or that securities sold have not been repurchased. The securities discussed may not represent an 
account's entire portfolio and in the aggregate may represent only a small percentage of an account's portfolio holdings. It should 
not be assumed that any of the securities transactions, holdings or sectors discussed were or will prove to be profitable, or that 
the investment recommendations or decisions we make in the future will be profitable or will equal the investment performance 
of the securities discussed herein. Information was obtained from third party sources which we believe to be reliable but are not 
guaranteed as to their accuracy or completeness. 
 
The content and/or when a page is marked “Advisor Use Only” or “For Institutional Use”, the content is only intended for financial 
advisors, consultants, or existing and prospective institutional investors of Aptus. These materials have not been written or 
approved for a retail audience or use in mind and should not be distributed to retail investors.  Any distribution to retail investors 
by a registered investment adviser may violate the new Marketing Rule under the Investment Advisers Act.  If you choose to utilize 
or cite material we recommend the citation, be presented in context, with similar footnotes in the material and appropriate 
sourcing to Aptus and/or any other author or source references. This is notwithstanding any considerations or customizations with 
regards to your operations, based on your own compliance process, and compliance review with the marketing rule effective 
November 4, 2022. 
 
Advisory services are offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser registered with the Securities 
and Exchange Commission. Registration does not imply a certain level or skill or training. More information about the advisor, its 
investment strategies and objectives, is included in the firm’s Form ADV Part 2, which can be obtained, at no charge, by calling 
(251) 517-7198. Aptus Capital Advisors, LLC is headquartered in Fairhope, Alabama. ACA-2503-20. 


