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S&P 500 Sector Weightings

Sector Overview
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SIM Sector Weightings

Sector Overview
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Stock SIM Weight Weighting Relative 
to       S&P 500

ConocoPhillips 240 bps Overweight

Schlumberger 179 bps Overweight

Chevron 0 bps Underweight

Current SIM Weighting
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Chevron Corporation
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Company Overview

● Founded as part of Pacific Coast Oil Co in 1879 just 
outside of San Francisco 

● Currently, it third largest energy company by market 
cap

● Chevron Engages in two major operations: Upstream 
and Downstream

○ Upstream involves the exploration, and 
production of natural gas and crude oil

○ Downstream includes the refinement of crude oil 
into petroleum products as well as the marketing 
and transportation of petroleum products.

● Chevron also operates through subsidiaries such as 
CPChem that handles Chemicals for Chevron

                          Key Statistics

Ticker                                                                                        CVX

Market Cap($bn)                                                             $221.39

Shares Outstanding (bn)                                                    1,930

Beta                                                                                          1.28

Dividend Yield                                                                     4.65%

P/E (11/8/2021)                                                                  22.15

YTD Return                                                                       61.31%

52 Week High                                                              $115.99

52 Week Low                                                                     $79.71
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Macroeconomic Drivers

● The price of Crude Oil drives much of the performance 
for nearly every energy company.

○ Chevron has an R2 value of .5239 indicating 
moderate positive correlation.

● Lockdowns and the work-from-home movement
○ 97% of workers still want some form of remote 

work
● Regulations and domestic conflict with OPEC

○ Investment into Semi-Renewable Resources
● Investment into Semi-Renewables

Source: TradingEconomics.com
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Financial Analysis and Valuation

● Conducted Sensitivity Analysis with 
different discount rates and growth rates 
to find optimal price

● Chevron performs well 
but not great in any one 
category, but also 
displays a well-rounded 
company
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Financial Analysis and Valuation (Continued)

● Chevron appears undervalued relative to the average in every category apart from Price to Book.
● In Q3, Chevron reported its best earnings in nearly five years.
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Recommendation

● Recommendation: BUY based 
on comparables

● DCF model calculated a 13.6% 
upside

● Chevron is undervalued relative 
to competitors

● The price of Crude Oil is still on 
the rise

● $10 Billion investment into 
semi-renewables shows desire 
for profitability
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Schlumberger Limited
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Schlumberger Limited (SLB)

● International technology supplier for reservoir characterization, drilling, production, and processing 
for the oil and gas industry that operates in over 85 countries across the world

● Operates through the following business segments: reservoir performance, well construction, 
production systems, and digital & integration

● Business drivers:
○ Price of crude oil
○ Acquisitions/mergers
○ Technology
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Financial Analysis and Valuation

● ROE is currently 11.90% 
● SLB is at the highest discount and lowest P/E relative to its competitors, most 

undervalued
● SLB has the largest market capitalization relative to its competitors
● SLB has delivered strong returns on capital for decades for its strategic acquisitions 

and ability to develop and sell differentiated products at a low cost
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Recommendation

Assuming a lower discount rate and growth 
expectations (1-2%), this creates an estimated 
price of $39.28 up from $32.72, offering strong 
HOLD potential with 20% upside.
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ConocoPhillips
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Company Overview

● ConocoPhillips is an international 
exploration and production company based 
on reserves and production of crude oil, 
bitumen, natural gas, natural gas liquids, 
and liquified natural gas.

● Operates in six business segments: Alaska, 
Lower 48, Canada, Europe and North 
Africa, Asia Pacific and Middle East, and 
Other International.

● Business drivers:
○ Price of crude oil
○ Exploration
○ Acquisitions



17

Financial Analysis

● Gross Margin continues to rise to nearly 50%
● Top 3 among competitors for ROE (12.5% currently, ~20% historically)
● Continue to realize more gains per barrel of oil each quarter
● Recently acquired Concho Resources and Shell Permian Basin assets
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Valuation

● DCF Assumptions:
○ Growth Rate: 3%
○ Discount Rate: 11%
○ Continue to acquire one company a year, increasing revenues
○ Continue to have successful exploration
○ Continue to pay out dividend of 2.44% to shareholders
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Recommendation

● Recommendation: HOLD based on DCF analysis
● DCF model calculated a target price $96.02, a 27.3% upside (Consensus Target $90.82)
● ConocoPhillips continues to increase gross margin, acquisitions, and a steady ROE
● The price of crude oil remains high ($75/barrell projection for the DCF)
● YTD has performed strongly 83.57% increase due to higher oil prices and acquisition of 

Concho Resources, if oil remains strong COP will remain strong
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Recommendation
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Stock Current Price Target Price Upside SIM Weight Target Weight Decision

115.83 131.58 13.6% 0 bps 100 bps BUY

32.72 39.28 20.0% 179 bps 179 bps HOLD

75.45 96.02 27.3% 240 bps 240 bps HOLD

Our Recommendation
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Appendix
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Questions?
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Sources

● https://www.wsj.com/market-data/quotes/SLB/research-ratings
● https://www.morningstar.com/stocks/xnys/slb/analysis
●

https://www.wsj.com/market-data/quotes/SLB/research-ratings
https://www.morningstar.com/stocks/xnys/slb/analysis

