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TITAN CAPITAL MANAGEMENT RESEARCH REPORT FOR: TCM ALL-WEATHER

Analyst(s): Israel Nazari        Date: November 1, 2022 

COMPANY/TICKER: XOM 3.294% 03/19/2027 

EXECUTIVE SUMMARY  

The TCM All-Weather team recommends a buy of Exxon Mobil 
Corporation (XOM) 3.294% 2027 bond [30231GBJ0]. This Exxon bond 
is rated Aa2/AA- and offers an above-average yield-to-worst of 5.00% 
(62.84 bps OAS) with a duration of 4.03 years. (see chart) Exxon Mobil 
generates more than enough cash-flow backing to cover coupon 
payments and bond maturities for the next 3-5 years based on: 1) Oil 
prices consistently keeping with inflation and Exxon reporting $20 
billion in profit during Q3; 2) Upward momentum for Exxon due to 
OPEC+ deciding to cut its output by 2 million barrels and 3) Exxon 
Mobil signed its first commercial deal to store carbon dioxide 
emissions underground through a process called carbon capture and 
sequestration.  

Key uncertainties: Recent increases in crude oil prices are believed to 
be temporary and driven by a surging fear premium.  Exxon Mobil’s 
business results are also exposed to potential negative impacts to due 
changes in interest rates, inflation, currency exchange rates, and other 
local or regional market conditions. Several countries have adopted 
regulatory frameworks to reduce greenhouse gas emissions including 
emissions from the production and use of oil and gas. 

 

 

 

 

 

 

 

 

 

 

 

 

 

CUSIP: 30231GBJ0 

Price 11/01/2022: $93.67 

Coupon: 3.294% 

YTM: 5.00% 

YTW: 5.00% 

OAS: 65 bps 

Duration: 4.03 yrs. 

Credit Rating: Aa2/AA- 

Seniority: 
Senior 
Unsecured 

Callable Date/Price: 
1/19/2027 
@100 

Offered Amt.: $1B 

Amt. Outstanding: $1B 

BUY Bond 
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COMPANY OVERVIEW 

Exxon Mobil Corp. was founded in 1882 in the State of New Jersey by John D. Rockefeller. Exxon Mobil 
Corporation operates and markets products in the United States and in most other countries in the world. Its 
principal business involves exploration for, and production of, crude oil and natural gas. In addition, manufacture, 
trade, transport and sale of crude oil, natural gas, petroleum products, petrochemicals, and wide variety of 
specialty products. XOM engages in the exploration, development, and distribution of oil, gas, and petroleum 
products.  

It operates through the following segments: 
• Upstream: 

o The Upstream segment produces crude oil and natural gas. 
• Downstream:  

o The Downstream segment manufactures and trades petroleum products 
• Chemical: 

o The Chemical segment offers petrochemicals.  
 

 

 

 

 

 

 

 

 

 

Exxon’s historical financials demonstrate that their revenue growth has bounced back after a noted decline in 
2020 caused by Covid-19. Also, its operating margin and interest coverage ratio are at the highest levels they’ve 
ever been in the last five years.  
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FINANCIAL COMPARISON 

PROFITABILITY 

 

Overall, Exxon falls in the top half of its peer group with a healthy 18.52% return on invested capital (NTM) that 
was only topped by ConocoPhillips (36.69%). Exxon Mobil reports a 3-year sales growth of 31.90%, 
outperforming Shell (-10.39%), Total Energies (29.76%), and British Oil (-30.70%). Exxon’s gross margins (NTM) 
of 39.98% also outperformed Shell (23.18%), Total Energies (21.36%), and British Oil (22.58%). 

LEVERAGE 

 

Exxon Mobil has both less debt and more yield overall in comparison to its peers. No other company was able to 
achieve a positive ranking in both categories. This is due to a combination of high current ratio (1.16) and best 
EBITDA/Interest Expense Ratio (89.95x), among others. 

VALUATION ANALYSIS 

PEER COMPARISON  
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Overall Ranking: 2nd Place 

This Exxon Mobil bond places second overall when ranked against its peers. What held it back from placing 1st 
overall is a slightly higher duration, which isn’t a concern since Exxon’s duration is still well below the 
benchmark. Additionally, it ranks first in having the lowest default risk given that it has the highest Altman Z-
score, and ties for first in being the highest investment grade bond with a credit rating of AA-. The probabilities 
of default are extremely low since XOM counts with more than enough cash-flow backing to cover coupon 
payments and bond maturities for the next 3-5 years.  

Yield Spread:  3rd Place 

The yield spread for this Exxon Mobil bond ranked 3rd overall with a fair option-adjusted spread (OAS) to account 
for the small possibility of default. Although BP and ConocoPhillips rank better in this category, BP has a high 
debt burden by having the highest debt ratio and lowest debt coverage, and ConocoPhillips has more interest 
rate risk than Exxon with a duration of 4.39 vs 3.99 respectively.   

Financial Risk:  3rd Place 

This Exxon Mobil bond also places a healthy 3rd place in Financial Risk amongst its peer group. Exxon Mobil has 
steady cash flows with relatively low debt. The top three companies ranked very close to each other in this 
category and the difference does not materially impact the default risk of the bonds overall.  

PORTFOLIO IMPACT AND SUMMARY 

The TCM All-Weather team recommends buying a 3% position in this XOM bond. The purchase would be 
funded by trimming the AGG ETF position. In doing so, it will give the portfolio a more concentrated bond 
exposure in Energy while maintaining diversification through our selection of broad market mutual funds and 
ETFs. Although energy tends to be more volatile than other sectors, we believe the strong financial condition 
and below-index duration of this ExxonMobil bond will buffer price volatility relative to the Bloomberg 
Aggregate Bond index. XOM just reported a $20 billion profit for their 3rd quarter showing strong cash flows, and 
the maturity schedule below indicates a very modest debt payoff/refinance obligation for the next 10 years. 

This purchase is the first in a series of trades intended to bring bond portion of the portfolio into a more active 
posture. This trade will increase our investment grade corporate exposure from 19% to 26%, bringing the 
portfolio closer to the index weight of 24%. It will also increase our portfolio’s yield-to-maturity from 2.99% to 
3.21% and lower our overall duration from 5.92 to 5.76 years, approximately 93% of the Bloomberg Aggregate 
index duration.  
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APPENDIX 

HISTORICAL FINANCIALS 
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PEER COMPARISON SUMMARY 

 
 

REFERENCES 

Factset 

Exxon 10-K 

Opect Monthly Oil Report 

ExxonMobil announces third-quarter 2022 results 

ExxonMobil share price development monthly 2022 | Statista (fullerton.edu) 

ExxonMobil: net income 2021 | Statista (fullerton.edu) 

21111 Oil Drilling & Gas Extraction in the US - MyIBISWorld (fullerton.edu) 

https://seekingalpha.com/article/4551013-exxon-mobil-corporation-2022-q3-results-earnings-call-presentation 

https://seekingalpha.com/article/4550334-exxon-mobil-the-king-is-back 

https://www.wsj.com/articles/chevron-reports-huge-profits-as-oil-and-gas-prices-remain-high-
11666952101?mod=Searchresults_pos4&page=1 

https://www.wsj.com/livecoverage/stock-market-news-today-10-28-2022/card/big-oil-is-catching-up-with-big-tech-
ZftM4p6bWheTHYxye8Zr?mod=Searchresults_pos6&page=1 

 

 

 

 

https://corporate.exxonmobil.com/news/newsroom/news-releases/2022/1028_exxonmobil-announces-third-quarter-2022-results
https://www-statista-com.lib-proxy.fullerton.edu/statistics/1331362/exxonmobil-share-price-development-monthly/
https://www-statista-com.lib-proxy.fullerton.edu/statistics/264120/net-income-of-exxon-mobil-since-2001/
https://my-ibisworld-com.lib-proxy.fullerton.edu/us/en/industry/21111/major-companies
https://seekingalpha.com/article/4551013-exxon-mobil-corporation-2022-q3-results-earnings-call-presentation
https://seekingalpha.com/article/4550334-exxon-mobil-the-king-is-back
https://www.wsj.com/articles/chevron-reports-huge-profits-as-oil-and-gas-prices-remain-high-11666952101?mod=Searchresults_pos4&page=1
https://www.wsj.com/articles/chevron-reports-huge-profits-as-oil-and-gas-prices-remain-high-11666952101?mod=Searchresults_pos4&page=1
https://www.wsj.com/livecoverage/stock-market-news-today-10-28-2022/card/big-oil-is-catching-up-with-big-tech-ZftM4p6bWheTHYxye8Zr?mod=Searchresults_pos6&page=1
https://www.wsj.com/livecoverage/stock-market-news-today-10-28-2022/card/big-oil-is-catching-up-with-big-tech-ZftM4p6bWheTHYxye8Zr?mod=Searchresults_pos6&page=1
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