
 

Initiating Coverage 

Exxon Mobil Corp 
Same Old, Same Old 

 
Key Take-Away: ExxonMobil is poised to continue their slow and steady revenue 

growth. Rather than focusing on a variety of green technologies like some 

competitors (e.g. BP and Shell), the firm has instead chosen to invest (relatively 

little to boot) mainly into decarbonization efforts, though its future success/failure 

remains shrouded in doubt. Instead, the firm is strengthening its commitment to 

fossil fuel production, planning to both increase overall production and to optimize 

costs through new technologies and low-cost extraction sites. 

 

Optimizing Costs: ExxonMobil’s expansion plans revolve around investment into 

so-called “advantaged assets”, which are fossil fuel reserves with an economic 

advantage compared to others through lower extraction costs, higher-quality fuels 

or higher recovery factors, with plans to increase the share of these assets in its 

upstream portfolio from 50 to 60% by 2030. To this end, ExxonMobil acquired 

Pioneer Natural Resources in May 2024, which holds significant acreage in the 

Permian Basin (one of the areas defined as an advantaged asset). The company is 

aiming to more than double production in the area and claims that, once fully 

integrated, synergies between the two will improve unit economics.  

 

Scaling Investments: ExxonMobil has been continuing to increase capital 

expenditures and R&D spending over the past few years. Recent projects include 

the development of a new polymer resin Proxxima with applications in construction 

and batteries, and investment in a lithium extraction in Arkansas as demand for 

batteries grows due to EVs. It is expected that CapEx will maintain an elevated 

position of 8% of sales as the Pioneer acquisition becomes integrated into the 

 

 

Valuation:  We initiate coverage with a $138 PT. 

  

 

 
 
 

 

 

 

 

 

 
 

 

Stock Rating:  Equal Weight 

 

Price Target:           $138.00 
 

 

Price:                                 $111.47 

 

Potential Upside:                 19.67% 

 

Ticker:                                  $XOM 

 

 
 

Market Cap:                       $489.2b 

Shares Outstanding:         4395mm 

Free Float (%):                     99.94% 

Dividend Yield:                      3.53% 
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Peer Comparisons  

 

 
Source: CapIQ 

 

Company Overview 

 

Integrated Portfolio: ExxonMobil is a vertically integrated business competing in the Upstream segment 

through extraction of crude oil and natural gas, the Downstream segment through the retail sale of oil, 

and the Chemical Products segment through the production of petrochemical products. The Upstream 

segment drives most of the company’s revenue and earnings, and its portfolio is geographically 

diversified, with major expansion occurring in the Permian Basin, Guyana, Papua New Guinea and 

Indonesia. 

 

Focus on Advantaged Assets: ExxonMobil’s expansion plans revolve around increasing production using 

advantaged assets, including oil and natural gas reserves with lower exploration and extraction costs. Its 

May 2024 acquisition of Pioneer Natural Resources, an exploration company with significant proved 

reserves in the advantaged Permian Basin, is expected to more than double production in the area by 

2030, an increase of  

 



 

Low investment in green energy: Unlike its competitors, ExxonMobil has invested little in renewable 

energy. Its green efforts revolve around its Low Carbon Solutions division, through which the company 

will invest in decarbonization efforts like carbon capture and storage, as well as low-emission fuels. 

ExxonMobil is also investing in lithium extraction in Arkansas to capitalize on expected increases in 

demand for the battery metal. This division is likely currently inconsequential to overall earnings and there 

is high uncertainty as to its profitability as the company has not disclosed its earnings separately.  

 

Industry Overview  

 

Changing Political Landscapes: The new Trump administration is expected to deploy an array of policies 

to incentivize fossil fuel production, including removing federal loan, grant and tax credit programs 

designed to incentivize investment in renewable energies, streamlining the process of obtaining new 

drilling permits and stopping the issuance of federal land leases for offshore wind power. The rise of far-

right parties in several European elections may also reduce the appetite to continue transitioning to 

renewable energies. 

 

Uncertainty due to global conflicts: The Russian invasion of Ukraine is estimated to have caused a 52% 

surge in oil prices and significantly increased oil price volatility due to the implementation of sanctions on 

the Russian oil supply. However, the Trump administration has vowed to end the war as soon as possible, 

which could result in oil prices crashing down to their pre-invasion status quo. In addition, oil production 

in Guyana may be interrupted due to the ongoing territorial dispute between Venezuela and Guyana, in 

which the former claims more than half of the latter’s territory as its own. 

 

Laxing commitment to green targets: Due to unexpectedly costly transitions, slowing rollout of 

government incentives and investor pressure, European supermajors BP and Shell have relaxed their 

commitments to emissions targets, cutting their investments into renewable energy in favor of increasing 

production of fossil fuels. 

 

Investment Theses  

Improved revenue and unit economics: ExxonMobil’s current expansion plans will have a positive effect 

on its overall upstream revenues and margins. 50% of its current upstream portfolio (expected to reach 

60% by 2030) involves advantaged assets like the Permian Basin, Guyana and LNG extraction, which 

have improved margins compared to other extraction sites. In particular, through the acquisition of 

Pioneer Natural Resources, it is expected that the firm will more than double its production in the Permian 

Basin, an increase of 1.15 million oil-equivalent barrels per day (Moebd). In addition, the firm has had 

continued success with its goal to invest in advantaged assets, with these making up 50% of its upstream 

portfolio, and expects to reach 60% by 2030. The high concentration of upstream production in the 

Permian Basin is not only expected to drive economies of scale and thus EBIT margins, but also may 

yield a more favorable tax rate, since its domestic tax rate is only 3% compared to a worldwide effective 

tax rate of 30%.  

Lack of investment in renewables: Although ExxonMobil’s lack of investment in renewable 

energies looks temporarily wise given Shell and BP’s walking back of their green targets, the 

company is still taking a major risk by investing the least among its peers in renewable energies. In 

particular, its focus on carbon capture and storage is worrying since the technology has seen  



 

very limited deployment and is still unproven and is dependent on 

governments choosing to implement carbon pricing instead of 

mandating renewables make up a certain amount of the energy 

mix. With the US political climate becoming hostile to renewables, 

it is unlikely that management could justify investing in renewables 

in the near future. Thus, should there be significant growth in 

demand for renewable energy due to government policy or cost 

improvements, ExxonMobil faces the possibility of being an 

industry laggard compared to its competitors.  

 

Price Target & Valuation 

 

Our analysis gives $XOM a price target of $138.76 and an Equal 

Weight rating. 

 

Potential Downsides to Our Rating  
 

 

Impending volatility in oil prices: A major downside to the Equal 

Weight rating is the possibility of an oil crash in the near future. 

The constriction placed on the global oil supply caused by the 

Russian Invasion of Ukraine caused ExxonMobil’s revenue to 

increase by nearly 50%. With the incoming Trump administration 

seeking an end of the war, it is probable that Russian oil capacity 

will return to the market pending the lifting of sanctions. However, 

we believe that ExxonMobil is somewhat hedged against this 

scenario through its production of petrochemicals and focus on 

low-cost extraction sites. In addition, the company is expected to 

grow its revenue by 3.4% in 2024 compared to 2023 despite a 

13% decrease in oil prices over the same period. 

 

General Execution Risk: Much of Exxon-Mobil’s potential for 

improved EBIT margins and increased production relies on 

expanding into the additional acreage it obtained through the 

acquisition of Pioneer Natural Resources. As of this report’s 

publication, it has only been two quarters since then, and it is still 

relatively unclear whether it will be able to reach its 2030 

production goals or fully realize economies of scale savings.  

 

Unstable Political Environments: Many of ExxonMobil’s extraction 

sites are located in foreign countries with a more unstable political 

environment compared to the United States. In particular, 

ExxonMobil is heavily investing into the Essequibo region of 

Guyana, which is currently the subject of a territorial dispute 

between Guyana and Venezuela. In 2019, ExxonMobil was forced 

to abandon exploration activities after a Venezuelan military 

helicopter attempted to land on one of its vessels.  

 

 

 

 

Our Price Target:                          $138.00 

Our PT is based on the assumption that 

integration with Pioneer occurs 

successfully, driving moderate 

improvements in both EBIT margin and 

revenue, while taking into account the 

possibility of commodity price headwinds 

in the future.  

 

Our Upside Case:                         $165.00    

Our upside case is based on the 

assumption that the firm overdelivers on its 

production goals in its advantaged asset 

areas and macroeconomic headwinds will 

remain minimal through 2029.  

 

Our Downside Case:                      $95.00 

Our downside case driven by the scenario 

where the Pioneer integration does not 

bring about the promised margin 

improvements and that commodity price 

headwinds will effectively cancel out 

planned increased production.   

 

 

 

 

 
 

 



 

Venezuela has called for the ceasing of drilling in the area, and the possibility of future military 

confrontation poses a substantial threat to future production. 

 

Projections 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

About $XOM 

 

Exxon Mobil Corporation ($XOM), founded in 1882 and headquartered in Houston, Texas, is the largest 

US-based oil and gas company by market capitalization. The company has an integrated global 

presence, spanning six continents across upstream (exploration and extraction of crude oil and natural 

gas), downstream (refining and production of petrochemicals), and low-carbon initiatives (carbon capture 

and storage and biofuels).  
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Disclosures & Ratings 

 

Consortium Equity Research does not hold any professional relationships with any reported equities. 

Overweight means the analyst team believes the stock price will outperform the coverage industry (TMT, 

Healthcare, Industrial, Consumer, FIG) in the next 6-12 months. Equal Weight means the team expects 

performance in line with the industry. Underweight means the team expects underperformance relative to 

the industry. 
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