Shell long-end USD bonds: Smoked not smoking
Ulf Erlandsson (*)
Figure 1. Long end (2050s area) USD oil bonds. RDSALN 3.25% 04/2050; XOM 3.452 04/2051; TTEFP 3.46 07/2049; CVX
2.343 08/2050. Source: AFII, Bloomberg.
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Our June -21 piece: “Big Oil's terrible day: Bond market (lack of) reactions” expressed surprise by
the lack of reaction of the long-end USD curve of Shell bonds after the company had suffered a
defeat in a Dutch court with respect to carbon emissions commitments.1 The share price had fallen
but long-end spreads remained unchanged after that. We especially highlighted the RDSALN 3.75%
2025s (ISIN US822582CH36, USD2bn, issued in April 2020).
Since then and as illustrated in Figure 1, the Shell USD long-end has really underperformed, both
on a relative and absolute basis and in contrast to a strong stock performance (+54% since 1 Jue
2021). The bonds have moved 50bp wider on a duration adjusted measure: combining this with a
(spread) duration of around 18yrs, generating excess returns in the region of -8%.
As noted in the graph by comparing with similar long-end USD oil bonds, Shell appears to have
compressed vis-à-vis higher spread sector peers (XOM, TTEFP) and decompressed from lower beta
names (CVX). We do believe that this pricing is at a level where investors could start looking at
relative valuations, especially in the context of relative transition progression in the sector.

Also see ”Shell-shocked: a whale trade in corporate bonds”, AFII, 1 Dec 2021. Note that South African courts
stopped the seismic operations on behalf of Shell: “Seismic surveys by Shell in whale breeding grounds
halted […]”, The Independent, 29 Dec 2021.
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IMPORTANT DISCLAIMER:
This report is for information and educational purposes only. The Anthropocene Fixed Income
Institute (‘AFII’) does not provide tax, legal, investment or accounting advice. This report is not
intended to provide, and should not be relied on for, tax, legal, investment or accounting advice.
Nothing in this report is intended as investment advice, as an offer or solicitation of an offer to buy
or sell, or as a recommendation, endorsement, or sponsorship of any security, company, or fund.
AFII is not responsible for any investment decision made by you. You are responsible for your own
investment research and investment decisions. This report is not meant as a general guide to
investing, nor as a source of any specific investment recommendation. Unless attributed to others,
any opinions expressed are our current opinions only. Certain information presented may have
been provided by third parties. AFII believes that such third-party information is reliable, and has
checked public records to verify it wherever possible, but does not guarantee its accuracy,
timeliness or completeness; and it is subject to change without notice.

The Anthropocene Fixed Income Institute is a non-profit organization “to monitor, advocate for
and influence the impact of the fixed income and bond markets in the age of human induced
climate change.” For more information about the Institute, please visit wwww.anthropocenefii.org
or follow us using the hashtag #anthropocenefii.
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