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1 Introduction 

Financial analysis is the investigation and interpretation of financial statements and 

related financial reports. It is also completed by external agencies, ranging from 

potential investors to financial institutions. By typically using the financial statements 

as their source of information. The field of financial analysis is quite mature, with a 

wide range of computations that are used to investigate transactions in a firm’s 

financial reports. We can also highlight areas that are inconsistent and uncover 

accounting errors. 

The objective of this paper is to thoroughly analyze Exxon Mobil’s financial 

history and status for the last five years (2008 – 2012). Also, the capital structure of 

Exxon Mobil Corporation will be evaluated. To support the analysis, different 

relevant ratios will be calculated for Exxon Mobil Corporation in order to estimate the 

company’s current status.  

The main sources of financial information are the Exxon Mobil’s Balance Sheet, 

the  

Income Statement, and the Cash Flow Statement. Also, additional information is used 

from various reports and analysis provided in some websites like: Yahoo Finance, 

Morningstar, Google Finance, and Smart Money, the financial analysis of Exxon 

Mobil Corporation is based on evaluating company and industry data from various 

sources.  

Loosely speaking, there are five chapters in this thesis as follows: 1.Intorduction, 2. 

Description of financial analysis of methodology; 3. Characterization of Exxon Mobil 

Corporation; 4. financial analysis of Exxon Mobil Corporation; 5. Conclusion. And 

there are also some annexes in the last of this thesis. 

Detail speaking. Chapter 2 is the theoretical basis of the thesis, all of formulas and 

function of analysis method like Common size analysis, financial ratio analysis and 

DuPont analysis will be introduced in it. Whereas in chapter 3, characterization of 

Exxon Mobil Corporation such as profile, history and products will be described 



 

 

detail in it, and in chapter 4, based on the methods explained in the chapter 2, we may 

analysis profitability, assets utilization, liquidity, and debt utilization, figure out how 

the company performance and connected to the relevant event or strategy. Then, the 

last part is conclusion of chapter before and some financial forecasting. 

Especially in analysis of this thesis, a trend analysis was performed using data for 

the last five years, and presented in Excel figures and tables. A vertical analysis was 

performed, which also involved an industry comparison. Common-size statements 

were created, where each item was shown in percentage terms from a common base. 

In the case of a firm’s assets, I treated the total assets as equaling 100. All other assets 

were then calculated as a percent of total assets. In this way, the structure of the firm’s 

assets can be easily interpreted and compared with main competitors. For liabilities, 

total liabilities and equity were indexed to equal to 100. For the income statement, 

total revenue was indexed to equal 100, and all other figures were calculated as a 

percent of these figures.  

Finally, lots of various ratios for Exxon Mobil Corporation and compared them to 

their Industry, Oil and Gas. What’s more, a large amount of graphs were created using 

Excel to support the analysis. 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

2 Description of the FinancialAnalysis Methodology 

Generally speaking, Financial analysis is a technical method to analyze the economic 

and business judgment which refers to the economic and business activities after the 

completion of economic and business activity so that the next round of economic and 

business activities can achieve a more stable and profitable requirements.  

Two financial analysis methodologies, which are common-size analysis and 

financial ratios analysis will be mainly introduced in this part. 

 

2.1Common-size analysis 

Common size analysis is a method defined by two or more related economic 

indicators compared to determine the difference between the index, and do analysis of 

variance or trend. It is a basic and the most important methods of analysis. The basic 

expressions are generally three to compare, compare that in absolute terms, more 

comparative percentages and ratios. Through common-size analysis can identify gaps, 

determine the direction of the differences, the nature and sizeto identify causes of the 

differences and their impact on the differences, in order to improve the company's 

management. This method of analysis may be performed on either income statements 

or balance sheets, but it is only as accurate as the accounting practices used to come up 

with the numbers. 

 

2.1.1Vertical Common-size analysis 

Vertical analysis reports each amount on a financial statement as a percentage of 

another item. For example, the vertical analysis of the balance sheet means every 

amount on the balance sheet is presented as percentage of total assets. 

As an example, imagine that a company has total assets measuring $10,000 US 



 

 

Dollars (USD). Out of that total, it has $2,500 USD in cash, $3,500 USD in accounts 

receivable, and $4,000 USD worth of inventory. To render these different elements for 

common size analysis, they would all be reduced to a percentage of the total assets. In 

other words, the cash would be listed at 25 percent, the accounts receivable as 35 

percent, and the inventory at 40 percent. 

2.1.2Horizontal Common-size analysis 

Horizontal analysis looks at amounts on the financial statements over the past years. 

For example, the amount of cash reported on the balance sheet at December 31 of 2006, 

2005, 2004, 2003, and 2002 will be expressed as a percentage of the December 31, 

2002 amount. Instead of dollar amounts you might see 134, 125, 110, 103, and 100. 

This shows that the amount of cash at the end of 2006 is 134% of the amount it was at 

the end of 2002. The same analysis will be done for each item on the balance sheet and 

for each item on the income statement. This allows you to see how each item has 

changed in relationship to the changes in other items. Horizontal analysis is also 

referred to as trend analysis. 

The data used in horizontal analysis is found in a company’s financial statements, 

which include the balance sheet, income statement, and statement of cash flows. It can 

be line items, such as expense items, or it can be a ratio. A ratio is determined by 

comparing two or more items, for example, dividing expenses by net sales to determine 

the operating ratio. 

2.2 Financial ratio analysis 

Financial ratio analysis refers to a quantitative analysis of the ratios that reflect the 

financial performance of a company. By comparing companies of different size to 

calculate and compare financial ratios. Such ratios are ways of comparing and 

investigating the relationship between different pieces of financial information. Using 

http://www.wisegeek.com/what-is-a-balance-sheet.htm
http://www.wisegeek.com/what-is-statement-of-cash-flows.htm


 

 

ratios eliminates the size problem because the size effectively divides out. After that, 

we can left with percentages, multiples, or time period. 

There are many calculations used in financial ratio analysis, but they can be loosely 

categorized into four groups: leverage, liquidity and solvency, operating, and 

profitability. 

 

2.2.1Solvency ratios 

Solvency ratios are primarily of two types. Debt ratios, the first type, focus on the 

balance sheet and measure the amount of debt capital relative to equity capital. 

Coverage ratios, the second type, focus on the income statement and measure the 

ability of a company to cover its debt payments. All of these ratios are useful in 

assessing a company’s solvency and, therefore, in evaluating the quality of a 

company’s bonds and other debt obligations. 

The three most commonly employed leverage ratio formula are the debt-to-equity 

ratio, the debt ratio, and interest-coverage ratio.  

 

Debt to equity ratios 

The debt-to-equity ratio is the most commonly used leverage ratio, providing a 

measure of a company's liabilities in relation to the funds given by shareholders. This 

ratio can be used to assess the relevant securities holders and the associated risk of 

leverage. It is also reflect the strength of the financial structure of the audited units, 

and the capital is ensured by the owners' equity degree of creditors. The calculation 

formula can be described as follows: 

EquityrsShareholdeTotal

sliabilitieTotal
EquitytoDebt

'
 (2.1) 

Debt-equity ratio is high, suggesting the audited units in total capital debt capital is 



 

 

high, so for the debt capital guarantee degree is weak; Debt-equity ratio is low, then 

the audited unit itself strong financial strength, and high degree of security for debt 

capital. 

 

Debt to assets ratio 

Another type of leverage ratio, the debt ratio or debt-to-asset ratio, indicates what 

portion of the company's assets is financed by debt. The debt ratio is determined by 

dividing the company's total debts by its total assets.    

AssetsTotal

sLiabilitieTotal
AssetstoDebt  (2.1.1) 

A higher debt ratio signifies a higher degree of leverage used by the company. The 

operating liabilities are often deducted from the total debts before calculating the 

ratio.  

 

Interest coverage ratio 

Alternatively, Interest coverage ratio refers to the projects each year during the 

repayment period can be used to pay Interest on the profit before Interest and tax and 

the Ratio of current Interest expenses. The formula divides the amount earned per 

share by the interest expenses, before interest and taxes are subtracted from the 

earnings.  

ExpensesInterest

SharePerEarnedAmount
erageInterest cov (2.1.2.) 

In general, we use abbreviation ICR to replace interest coverage. If ICR > 1, the 

said enterprise has the ability to pay interest. ICR < 1, the said enterprises do not have 

enough money to pay the interest, and debt risk is very big. 

 



 

 

2.2.2Liquidity ratios 

Liquidity ratio indicates the readiness of a company to generate the funds required 

to meet its short-term obligations. Liquidity ratios, also known as working capital 

ratios, determine the relationship between current business assets and current 

liabilities. The current ratio, a form of liquidity ratio, is a direct comparison of the 

current assets to the current liabilities, with state securities bureaus requiring a 2:1 

ratio for a company to sell stock. Often considered a better indicator of short-term 

solvency, the acid test or quick ratio subtracts inventory from current assets to 

determine the relative percentage of cash and cash equivalents to current liabilities. 

Some analysts use the operating cash flow ratio, defined as the revenue of the 

business operations minus the expenses compared to the current liabilities.  

 

The current ratio 

The current ratio is a simple but effective tool that is often used to get an accurate 

picture of the financial stability of a company. As you might guess, the current ratio is 

defined as  

sLiabilitieCurrent

AssetsCurrent
ratioCurrent 

 (2.21)     

To a creditor, particularly a short-term creditor such as a supplier, the higher the 

current ratio, the better. To the firm, a high current ratio indicates liquidity, but it also 

may indicate an inefficient use of cash and other short-term assets. 

Generally considered current ratio is unfavorable and exorbitant also should not be 

too low, it would be better to be maintained at about 2:1, so also known as 2 to 1 ratio. 

Excessive liquidity ratio means the enterprises have more money stranded on liquid 

assets not to better use, such as a backlog of inventory surplus. Too much capital 

turnover may be slow to affect its profitability. Sometimes, despite cash flow of the 

enterprise is in the deficit situation, but enterprises may still has a higher liquidity 



 

 

ratio.  

To keep in mind is that the receivable and payable time of the cash flow method 

should not be considered. For example, a company can without a bills today, but 

tomorrow is a big majority of bills, at the same time it can also has a large number of 

inventory (part of current assets), what’s more, the inventory can be sold for a long 

time, the company also shows a good liquidity ratio, but in fact it is not strong 

liquidity. This means that the company will not anticipate any problems in being able 

to honor short-term debt that may have been acquired to enhance some portion of the 

production process or replace equipment.   

 

The quick ratio 

One of the most reliable financial formulas used to assess a company's liquidity is 

the quick ratio calculation, sometimes known as the acid test ratio. Quick ratio is the 

ratio of liquid assets to current liabilities. It is a measure of corporate liquidity assets 

which can be realized immediately used to repay current liabilities. 

Liquid assets include cash, short-term investments, notes receivable, accounts 

receivable, other receivables which can be realized in a relatively short time. 

Inventories in form of current assets, non-current assets due within one year and other 

current assets should not be included.  

Calculating a company's ratio involves dividing the total current assets less the total 

inventory by the total liabilities. The resulting number or fraction is the quick ratio, 

which is expressed as a whole or fractional number. A resulting number of 1.0 or 

greater indicates that the company's liquidity is considered healthy. Fractional ratios 

typically indicate that the company has some risk of not being able to pay its debts. 

sliabilitieTotal

InventoryTotalAssetsCurrentTotal
RatioQucik


 (2.2.2) 

More to the point, relatively large inventories are often a sign of short -term trouble. 

The firm may have overestimated sales and overbought or overproduced as a result. 



 

 

The cash ratio 

A very short-term creditor might be interested in the cash ratio. In order to calculate 

the cash ratio, all that is necessary is a current listing of the liabilities and any cash 

and marketable securities that could be used to discharge the debts.  

sLiabilitieCurrent

SecuritiesMarketCash
RatioCash


  (2.2.3) 

For current officers and shareholders in a company, the cash ratio is an excellent 

indicator of the financial stability of the business. When it can be demonstrated that 

the corporation is keeping a healthy balance between the marketable securities and the 

level of current liabilities, the efforts can focus more on growing the company, rather 

than attempting to simply maintain current sales and productivity.  

 

2.2.3Acticity ratios 

An activity ratio is one of several accounting ratios that measure how quickly a 

company can convert certain of its assets into cash, or revenue. Three commonly 

assessed activity ratios are the asset turnover ratio, the inventory turnover ratio and 

the receivables turnover ratio. An activity ratio, along with other accounting ratios, is 

used in fundamental analysis to determine the relative strength of a company 

compared to its competitors. The information used to calculate an activity ratio is 

found on a company’s balance sheet or income statement.  

 

Fixed-Assets turnover  

An effective resources used to measure the degree of corporate accounting ratios, as 

well as its ability to balance sheet accounts into cash or turnover, inventory turnover, 

working capital turnover rate. In theory, it shows how well a company is using its 

fixed assets, though it may also indicate whether a company has too much investment 



 

 

tied up in fixed assets. The fixed asset turnover ratio is simply calculated by dividing 

the company's annual sales, also known as its turnover, by the value of its fixed assets.  

AssetsFixedAverage

SalesAnnual
TurnoverAssetFixed   (2.3.1) 

It's important to remember that the value of any particular fixed asset will usually 

be considered to drop each year through depreciation. Of course, this may not change 

the overall value of fixed assets, as older assets may be replaced with newer ones. 

 

Total asset turnover 

The total asset turnover is an enterprise in a certain period of sales (business) 

income ratio with the average total assets. Turnover rate is higher, indicating that the 

faster the total asset turnover, reflecting the stronger sales. Puerile way companies can 

accelerate the turnover of assets, bringing the absolute amount of increase profits. 

The formula for calculating a total asset turnover is relatively simple. The first step is 

to identify the net sales occurring during the period under consideration.  Next, the 

value of the average total assets held during the same period is determined. The total 

of the net sales is divided by the average total assets, providing a simple snapshot of 

the level of actual return that resulted from the use of the assets. 

AssetsTotalAverage

SalesNet
TurnoverAssetTotal  (2.3.2) 

 

Inventory turnover 

An inventory turnover ratio is a standard financial calculation that determines the 

number of times a business replaces its inventory to generate its current level of sales 

over a given time period, typically 12 months. The formal calculation is the cost of 

goods sold (COGS) during the year divided by the average investment in the 

company's inventory.    

InventoryAverage

COGSSoldGoodsOfCost
TurnoverInventory

)(
 (2.3.3) 

Inventory turnover is a supplement to the current asset turnover, inventory turnover 



 

 

by calculation and analysis of the rate can be determined period of time inventory 

turnover rate of corporate assets, is a reflection of corporate purchasing, production, 

sales of a balance scale efficiency. The higher inventory turnover, inventory of assets 

that companies realized the stronger, inventory and occupied the capital in inventory 

turnover faster. 

 

Receivables turnover ratio 

Receivable turnover ratio has a pivotal role in current assets of the company.  If 

receivables account of the company can recover in time, the company's capital 

efficiency can be greatly improved. Accounts receivable turnover rate is the rate 

reflect the company's accounts receivable turnover ratio. It shows a certain period the 

average number of accounts receivable into cash. Accounts receivable turnover rate is 

expressed in time for the accounts receivable turnover days, also known as accounts 

receivable average or average payback period is now closed. It said the company 

obtained the rights to recover amounts receivable into cash needed time.  

ceivableAccountsNetAverage

SalesCreditNet
Turnoverceivable

Re
Re          (2.3.4) 

As an example, if a company has $5,525,000 United States Dollars (USD) in net 

sales at the end of the year and $500,000 USD in net accounts receivable, the 

company would have a receivables turnover ratio of 9.5.  This number indicates the 

company has collected its open accounts receivable balance nine and a half times 

during the calendar year.   

 

2.2.4Profitability ratios 

Profitability ratio analysis represents mathematical formulas applied to a 

company’s financial statements. The results from these formulas help stakeholders 

determine how efficiently or effectively a business operates. Return on equity, return 

on assets, and profit margin are a few of the most common profitability ratios.  



 

 

Profit margin 

Also known as the margin of profit, a profit margin is simply the difference 

between sales generated and the cost to produce each of the units sold. The ratio is 

sometimes defined as a gross profit margin or a net profit margin, depending on the 

nature of the data that is under consideration. The basic formula is sales revenue less 

cost of goods sold divided by sales revenue.  

venue

COGSvenue
inMofit

Re

Re
argPr


                 (2.4.1) 

The result indicates what percent of sales a company can expect to remain after 

paying the inventory costs for all goods or services sold during a period. Most 

companies use this formula on a monthly basis in most cases. 

 

 

Return on assets (ROA) 

Return on assets is also called (ROA), which is used to measure how much net 

assets per unit index creation. The main idea of the return on assets ratio is that it is 

calculated as revenue over assets.         

AssetsTotalAverage

IncomeNet
AssetsOnturn Re  (2.4.2) 

Calculating the return on assets have two main purposes. First, it can give potential 

investors an idea of how well a company performs with the assets it has. This may 

suggest that a small company may do a better job using an investment than a larger 

company. Another use is for the company itself to analyze how well it is likely to use 

an investment.  

 

Return on equity (ROE) 

Return on equity (ROE) is a measure of how the shareholder fared during the year. 

Because benefiting shareholders is our goal, in an accounting sense, the true 

bottom-line measure of performance. ROE is usually measured as.        



 

 

EquityrsShareholdeTotal

IncomeNet
EquityOnturn

'
Re            (2.4.3) 

Return on equity is calculated based on their due as net income and not a true 

reflection of molecules corporate performance, so the final value of ROE is also not 

determine the success of the enterprise value or a reliable indicator. However, this 

formula still appears in many of the company's Annual Report. 

However, the company's high return on equity does not mean strong profitability. 

Since some industries do not need much investment assets, so usually have higher 

ROE, such as consulting firms. Some industries need to invest a lot of basic 

construction to produce profits, such as oil refineries. So, cannot alone determine the 

company's ROE profitability. Generally, capital-intensive industry, high barriers to 

entry, less competition, but low contrast high ROE assets more easily enter the 

industry, facing greater competition. So ROE application for comparison in the same 

industry. 

 

2.25Dupont analysis 

DuPont analysis (DuPont Analysis) is the use of the relationship between several 

key financial ratios to a comprehensive analysis of the financial position of the 

enterprise. Specifically, it is a company used to evaluate the level of profitability and 

return on shareholders' equity, corporate performance evaluation of a classical 

approach from a financial perspective. The basic idea is to progressively enterprise 

ROE decomposition product of a number of financial ratios, which helps in-depth 

analysis and comparison of business performance. Since this analysis was first used 

by the DuPont Company, so it is named after DuPont analysis. 

Decomposing ROE is useful in determining the reasons for changes in ROE over 

time for a given company and for differences in ROE for different companies in a 

given time period. The information gained can also be used by management to 



 

 

determine which areas they should focus on to improve ROE. This decomposition will 

also show why a company’s overall profitability, measured by ROE, is a function of 

its efficiency, operating profitability, taxes, and use of financial leverage. DuPont 

analysis shows the relationship between the various categories of ratios discussed in 

this chapter and how they all influence the return to the investment of the owners. 

To assess ROE, the DuPont Analysis measures how well a company manages its 

assets versus its leverage. This is done by measuring the turnover ratio of assets and 

comparing it with how much leverage the company is holding and taking on. It then 

analyzes a company's operating efficiency, which is determined by profit margin, or 

how much of its earnings a company is actually able to keep.  

AssetsTotal

Sales

Sales

IncomeNet

AssetsTotal

IncomeNet
ROA  (2.2.5.1) 

Equity

AssetsTotal

AssetsTotal

Sales

Sales

IncomeNet
ROE  (2.2.5.2) 

DuPont analysis helps corporate management more clearly see the fundamental 

determinants of equity returns, and net sales and total asset turnover, mutual 

relationship between debt ratio, to provide a clear management examine whether asset 

management efficiency and maximize shareholder return on investment roadmap. 

The DuPont analysis may also be useful for a company wishing to take its own 

financial pulse. Executives may be aware that their company is under performing, but 

may need a method for finding the source of the problem. Using an assessment system 

such as the DuPont analysis may help company leaders locate the source of a financial 

problem so steps can be taken to rectify it.   



 

 

3Financial Profile of Exxon Mobil 

During this part, a briefly and typically profile about Exxon Mobil, such as profile of 

the company, history, products and so on will be given. 

3.1Exxon Mobil profile 

Exxon Mobil Corporation engages in the exploration and production of crude oil and 

natural gas, and manufacture of petroleum products. The company also transports and 

sells crude oil, natural gas, and petroleum products. It has approximately 37,228 gross 

and 31,264 net operated wells. The company manufactures and markets commodity 

petrochemicals, including olefins, aromatics, polyethylene, polypropylene plastics, and 

specialty products. It also has interests in electric power generation facilities. The 

company has a strategic cooperation agreement with Rosanne to jointly participate in 

exploration and development activities in Russia, the United States, and other parts of 

the world. It operates in the United States, Canada/South America, Europe, Africa, Asia, 

and Australia/Oceania. Exxon Mobil Corporation was founded in 1870 and is based in 

Irving, Texas. 

3.1.1History of Exxon Mobil 

Over the last 125 years Exxon Mobil has evolved from a regional marketer of 

kerosene in the U.S. to the largest publicly traded petroleum and petrochemical 

enterprise in the world. 

  On June 16, 1998, Mr. Lee R. Raymond, Exxon's CEO, met with Mr. Lucio A. 

Moto, Mobil's CEO, at Mobil's headquarters in Fairfax, Virginia. At the meeting, Mr. 

Raymond and Mr. Moto had preliminary discussions about the possibility of a 

combination of the two companies. Later management continued discussions and 

permanently informed the Boards.  

On August 11, 1998, The British Petroleum Co. PLC and Amoco Corp. announced 

http://en.wikipedia.org/wiki/Lee_R._Raymond


 

 

the terms of their merger agreement. Shortly thereafter, Mr. Raymond and Mr. Moto 

resumed their discussions taking into account this new pricing benchmark. In 

mid-August 1998, the management of Mobil asked Goldman Sachs to undertake an 

analysis of strategic alternatives available to Mobil. On September 14, Goldman 

Sachs presented to the Mobil Board its analyses regarding the various possible 

transactions, including a possible merger with Exxon.  

At a meeting on October 19, 1998 at Exxon's headquarters attended by Messrs. 

Raymond, Matthews, Moto and Gillespie, the parties reviewed the possible relative 

ownership ranges and expanded the discussions to include such issues as the 

representation of current Mobil directors on the board of the combined company.  

During November 1998, Exxon and Mobil exchanged due diligence request lists and 

representatives and their advisors participated in a video conference and numerous 

telephone calls and meetings to conduct reciprocal legal, business, accounting and 

financial due diligence. A reciprocal confidentiality agreement was entered into on 

November 12.  

On November 26, 1998, Mr. Moto and Mr. Raymond spoke by telephone to discuss 

reports that had appeared in the media about a possible transaction between Exxon 

and Mobil. On November 27, prior to the opening of NYSE trading, Exxon and Mobil 

issued a joint statement confirming that the two companies were in discussions of a 

possible business combination.  

Over the course of the weekend of November 27, 1998, Exxon and Mobil 

representatives and outside counsel continued discussions towards resolving open 

issues. On the evening of November 30, Messrs. Raymond and Nott reached 

agreement in principle, subject to Board approval, on the exchange ratio and the 

resulting exercise price in the stock option agreement.  

Following the approval of their Boards, Exxon and Mobil officially signed an 

agreement and plan of merger on December 1, 1998. Shareholders of both Exxon and 

Mobil approved the merger in May 1999. In September 29 of that year the European 

Commission granted antitrust approval. In November 30, 1999, the historic merger 

http://en.wikipedia.org/wiki/Goldman_Sachs
http://en.wikipedia.org/wiki/Due_diligence
http://en.wikipedia.org/wiki/NYSE
http://en.wikipedia.org/wiki/European_Commission
http://en.wikipedia.org/wiki/European_Commission
http://en.wikipedia.org/wiki/European_Commission


 

 

was completed. Mobil became a wholly owned subsidiary of Exxon. The combined 

company changed its name to Exxon Mobil Corp.  

 

3.1.2Products 

Figure 3.1.2 Products 

Source:http://corporate.exxonmobil.com/en/ 

 ExxonMobil is the largest non-government owned company in the energy industry 

and produces about 3 percent of the world's oil and about 2 percent of the world's 

energy  

ExxonMobil, like other oil companies, is struggling to find new sources of oil. 

According to Wall Street Journal it replaces only 95 percent by volume of the oil it 

pumps. This stands in contrast to natural gas, where it replaces 158 percent by volume 

through purchases or finds. ExxonMobil is a signatory participant of the Voluntary 

Principles on Security and Human Rights. 

  In 2005, ExxonMobil surpassed Wal-Mart as the world's largest publicly held 

corporation when measured by revenue, although Wal-Mart remained the largest by 

number of employees. ExxonMobil's $340 billion revenues in 2005 were a 25.5 

percent increase over their 2004 revenues. 

http://corporate.exxonmobil.com/en/
http://en.wikipedia.org/wiki/Wall_Street_Journal
http://en.wikipedia.org/w/index.php?title=Voluntary_principles_on_security_and_human_rights&action=edit&redlink=1
http://en.wikipedia.org/w/index.php?title=Voluntary_principles_on_security_and_human_rights&action=edit&redlink=1
http://en.wikipedia.org/w/index.php?title=Voluntary_principles_on_security_and_human_rights&action=edit&redlink=1
http://en.wikipedia.org/wiki/Wal-Mart
http://en.wikipedia.org/wiki/Publicly_held_corporation
http://en.wikipedia.org/wiki/Publicly_held_corporation
http://en.wikipedia.org/wiki/Publicly_held_corporation


 

 

In 2006, Wal-Mart recaptured the lead with revenues of $348.7 billion against 

ExxonMobil's $335.1. ExxonMobil continued to lead the world in both profits 

($39.5 billion in 2006) and market value ($460.43 billion).  

In 2007, ExxonMobil had a record net income of $40.61 billion on $404.552 billion 

of revenue, an increase largely due to escalating oil prices as their actual BOE 

production decreased by 1 percent, in part due to expropriation of 

their Venezuelan assets by the Chávez government.  

As of July 1, 2010, ExxonMobil occupied eight out of 10 slots for Largest 

Corporate Quarterly Earnings of All Time. Furthermore, it occupies 5 out of 10 slots 

on Largest Corporate Annual Earnings.  
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3.2Common-size analysis 

This part will use the methodology of the financial analysis which mentioned in 

chapter 2 to analysis the statement of the Exxon Mobil. Common size analysis is a 

method of comparing either financial statements of different-sized companies or 

financial statements of one company from different time periods. It achieves these 

comparisons by measuring some part of a company's financial operations against the 

totality of the operations.  

3.2.1Vertical common-size analysis 

Table 3.1 and Figure 3.1show the common-size statement of income statement of 

Exxon Mobil Corporation. 

Table3.1 Vertical common-size analysis of the income statement 

Year  2012  2011  2010  2009  2008 

Total revenue 100.00% 100.00% 100.00% 100.00% 100.00% 

Other income 6.44% 4.15% 3.53% 3.01% 3.87% 

Selling, general and 

administrative expenses 

3.06% 3.21% 3.97% 4.89% 3.45% 

Depreciation and depletion 3.51% 3.34% 3.99% 3.95% 2.69% 

Cost of revenue 82.43% 81.87% 81.20% 82.45% 79.44% 

Total operating expenses 89.00% 88.42% 89.16% 91.29% 85.58% 

Income before income 

taxes 
17.37% 15.69% 14.31% 11.53% 18.15% 

Provision for income tax 7.47% 6.90% 6.08% 5.14% 8.31% 

Net income 9.90% 8.79% 8.23% 6.39% 9.84% 



 

 

Figure 3.1 Vertical common-size income statement  

 

From the research above, we can know that the proportion of the cost of revenue is 

around 81% percent during these five years, which is a big amount of the expense for 

the company. The proportion of the gross margin is about 17% percent which is the 

lowest during these five years, because the Exxon Mobil Corporation (NYSE:XOM) 

and Synthetic Genomics Inc. (SGI) announced the opening of a greenhouse facility 

today enabling the next level of research and testing in their algae biofuels program, 

and the cost structure of the new products is increasing. What’s more, we can see that 

the provision tax for income is decreasing from 2008, but suddenly increases in 2012, 

because 2012 Income, sales-based and all other taxes and duties totaled $102.3 billion 

in 2012, a decrease of $5.8 billion or 5 percent from2011. Income tax expense, both 

current and deferred, was $31.0 billion, flat with 2011, with the impact of higher 

earnings offset by the lower effective tax rate. The effective tax rate was 44 percent 

compared to 46 percent in the prior year due to a lower effective tax rate on 

divestments. Sales-based and all other taxes and duties of $71.3 billion in 2012 

decreased $5.8 billion reflecting the Japan restructuring. 

 

 

 

 



 

 

Table 3.2 and Figure 3.2show the vertical common-size statement of assets of Exxon 

Mobil. 

Table 3.2 Vertical common-size statement of assets  

Year 2012 2011 2010 2009 2008 

Cash and cash 

equivalents 

2.97% 3.95% 2.80% 4.58% 13.79% 

Accounts receivable 10.48% 11.68 10.67% 11.85% 10.83% 

Inventories 4.36% 4.54% 4.29% 4.95% 5.11% 

Other current assets 1.50% 1.88% 1.74% 2.29% 1.96% 

Current assets 19.31% 22.04% 19.50% 23.67% 31.69% 

Investments 7.42% 7.44% 8.61% 9.86% 9.20% 

Long-term receivables 10.40% 10.37% 11.68% 13.57% 12.52% 

accumulated 

depreciation and 

depletion 

67.99% 64.84% 65.96% 59.62% 53.21% 

Other assets, including 

intangibles, net 

2.30% 2.75% 2.86% 3.13% 2.58% 

Noncurrent assets 80.69% 77.96% 80.50% 76.33% 68.31% 

Total assets 100.00% 100.00% 100.00% 100.00% 100.00% 

 

Figure 3.2 Vertical common-size asset  

 



 

 

As we can see form the statistics of the graph, total current assets are fluctuated 

among these 5 years, one of the reason is that The Corporation did not adopt 

authoritative guidance in 2012 that had a material impact on the Corporation’s financial 

statements, another more important reason we cannot ignore is that total current assets 

are fluctuated during these five years, but on the same time total assets are changed as 

well, It is actually tradeoff between these two essential factors. Nevertheless, on the one 

hand, we should pay attention that the proportion of the accumulated depreciation and 

depletion is increasing among these 5 years, because the Corporation incurs retirement 

obligations for certain assets. The fair values of these obligations are recorded as 

liabilities on a discounted basis, which is typically at the time the assets are installed. 

The costs associated with these liabilities are capitalized as part of the related assets and 

depreciated. Over time, the liabilities are accreted for change in their present value.  

On the other hand, Inventories, which is made up of Crude oil, products and 

merchandise inventories are carried at the lower of current market value or cost 

(generally determined under the last-in, first-out method – LIFO). Inventory costs 

include expenditures and other charges (including depreciation) directly and indirectly 

incurred in bringing the inventory to its existing condition and location. Selling 

expenses and general and administrative expenses are reported as period costs and 

excluded from inventory cost. Inventories of materials and supplies are valued at cost or 

less. 

 

  



 

 

Table 3.3 and Figure 3.3show the vertical common -size statement of liabilities and 

shareholders’ equity. 

Table 3.3 Vertical common-size statement of liabilities and equity  

Year 2012 2011 2010 2009 2008 

Notes and loans 

payable 

1.09% 2.33% 0.92% 1.06% 1.05% 

Trade payables 10.12% 10.26%  10.17% 10.39% 9.29% 

Accounts payable 

and accrued 

liabilities 

15.20% 17.24% 16.54% 17.69% 16.07% 

Income taxes payable 2.92% 3.84% 3.24% 3.56% 4.41% 

Current liabilities 19.22% 23.41% 20.70% 22.31% 21.53% 

Long-term debt 2.38% 2.82% 4.04% 3.06% 3.08% 

Noncurrent 

liabilities 

29.36% 28.03% 28.82% 28.23% 26.94% 

Total liabilities 48.57% 51.44% 49.53% 50.54% 48.47% 

Total ExxonMobil 

share of equity 

49.69% 46.64% 48.54% 47.39% 49.53% 

No controlling 

interests 

1.74% 1.92% 1.93% 2.07% 2.00% 

Total equity 51.43% 48.56% 50.47% 49.46% 51.53% 

Total liabilities and 

equity 

100.00% 100.00% 100.00% 100.00% 100.00% 

 

  



 

 

Figure 3.3 Vertical common-size liabilities and equity  

 

Similarly, despite the fact that the proportion of the current liabilities is fluctuated 

during the 5 years, however, total liabilities are varies from 2008 from the 2012, so 

we cannot simply draw the conclusion whether the total current liabilities of this year 

is increased or decreased. Simultaneously, it is obvious to notice that total 

shareholder’s equity occupies the higher proportion than total liabilities in 2012, 2010, 

2008, even the lowest year is 50.47 percent, which is more than 50 percent of total 

liabilities and shareholder’s equity. So, we can know that Exxon MOBIL operates its 

own money more than borrowing money from the bank among these 3 years. It must 

benefit by abundant capital base and long history culture.  

At December 31, 2012, long-term debt consisted of $7,325 million due in U.S. 

dollars and $603 million representing the U.S dollar equivalent at year-end exchange 

rates of amounts payable in foreign currencies. These amounts exclude that portion of 

long-term debt, totaling $1,025 million, which matures within one year and is 

included in current liabilities. The amounts of long-term debt maturing in each of the 

four years after December 31, 2013, in millions of dollars, are: 2014 – $907; 2015 – 

$710; 2016 – $454; and 2017 – $814. At December 31, 2012, the Corporation’s 

unused long-term credit lines were not material. 

From the figure of the common-size analysis of the liabilities and equity statement, 

we can find clearly the differences between each year. Also, the proportion of the 

liabilities is around 50 percent during these 5 years, however it is very stable and 



 

 

reliable. We can believe that power of the management in Exxon Mobil is very 

professional and trustworthy. 

 

3.2.2 Horizontal common-size analysis 

In business, horizontal analysis is always use some certain financial data to assess a 

company over a period of time. The year of 2007 will be regarded as base year, and then 

we will restate the next four years relative to 2008. Results are shown below. 

 

Table 3.4 Horizontal common-size statement of income statement  

Year 2008 2009 2010 2011 2012 

Revenues and other 

income 

100.00% 65.06% 80.28% 101.90% 101.03% 

Depreciation and 

depletion 

100.00% 96.27% 119.23% 125.88% 128.35% 

Cost of revenue 100.00% 69.99% 83.91% 104.99% 102.53% 

EBIT 100.00% 42.02% 63.30% 87.43% 94.03% 

Income before income 

taxes 

100.00% 41.70% 63.50% 87.84% 94.40% 

Net income attributable 

to ExxonMobil 

100.00% 42.64% 67.36% 90.80% 99.25% 

Table 3.4 show the horizontal common-size analysis of income statement of Exxon 

Mobil. Comparing horizontally with year 2008, we can see that total revenue of the 

company just increased from 2011, and make 2 years lost in the 5 years. Unfortunately, 

going through the cost of revenue and total revenue in this period, it is not hard to notice 

that the proportion of cost of revenues are always relatively higher than total revenue, 

which means Exxon Mobil has not been enough efficient to get profit from its sales. 

During 2009 and 2010, all items are decreasing relative to 2008, it is because the 



 

 

economic environment were not good due to the financial crisis in these two years and 

Exxon Mobil tried to do something survive in this financial crisis such as reducing the 

cost of revenue, which directly influences the decrease of total revenue. We can see 

from the change of net income in 2009, it dropped down terribly from 100 percent to 

-41.94 percent, but the company succeeded in increasing its net income in 2012 with 

very high percentage about 101.74% which means Exxon Mobil capital was growing in 

this year. This is exactly good news for Exxon Mobil itself.  

 

 

Table 3.5 Horizontal common-size statement of assets  

Year 2008 2009 2010 2011 2012 

Inventories 100.00% 99.20% 111.42% 129.01% 124.87% 

Current assets 100.00% 76.43% 81.62% 100.96% 89.20% 

Companies carried at 

equity in underlying 

assets 

100.00% 110.81% 121.27% 121.23% 129.32% 

Investments, advances 

and long-term receivables 

100.00% 110.89% 123.75% 120.23% 121.58% 

Noncurrent assets 100.00% 114.32% 156.32% 165.67% 172.89% 

Total assets 100.00% 102.31% 132.65% 145.17% 146.37% 

The results of Exxon Mobil corporation horizontal common-size analysis of assets 

from 2008 to 2012 is shown in table 3.6. We can find the fact that notes and accounts 

receivable are increasing year by year, which means the company introduce more sales 

to those who do not have available cash. This can involve checking records with other 

vendors who have offered potential customers trade credit accounts. On the other side, 

it is not hard for us to see that only in the part of inventory, which decreased in 2009, 

but increased in all 4 years. The reason why the trend changed like that in inventory is 

that in accordance with the Securities and Exchange Commission’s rules, bitumen 



 

 

extracted through mining activities and hydrocarbons from other non-traditional 

resources are reported as oil and gas reserves beginning in 2009. 

The rules in 2009 adopted a reliable technology definition that permits reserves to be 

added based on technologies that have been field tested and have been demonstrated to 

provide reasonably certain results with consistency and repeatability in the formation 

being evaluated. 

 

Table 3.6 Horizontal common-size statement of liabilities and equity  

Year 2008 2009 2010 2011 2012 

Accounts payable and 

accrued liabilities 

100.00% 112.64% 136.54% 155.74% 138.44% 

Current liabilities 100.00% 106.03% 127.56% 157.85% 130.63% 

Noncurrent liabilities 100.00% 107.23% 141.95% 151.07% 159.53% 

Total liabilities 100.00% 106.70% 135.56% 154.08% 146.69% 

Total ExxonMobil 

share of equity 

100.00% 97.88% 129.99% 136.68% 146.83% 

Total equity 100.00% 98.19% 129.91% 136.78% 146.07% 

Total liabilities and 

equity 

100.00% 102.31% 132.65% 145.17% 146.37% 

Generally speaking, a company’s shareholder’s equity can judge its ability to make 

profit. From table 3.7, we can see the total shareholder’s equity both are 98.19 percent 

in 2009, which is around 2 percentage points of decrease relative to 2008. This is 

because the company in this year made a loss, but we can see after 2009, the percentage 

of shareholder’s equity were going up, which means Exxon Mobil’s ability to make 

profits was getting better. But we should admit the fact that the total liabilities and 

shareholder’s equity are increasing slowly but stably from 2008 to 2012.  

By means of horizontal analysis, some trends over time have been identified as to the 

balance sheets and income statement items. More detailed results can be obtained by 

the use of financial ratio analysis which is included in the next chapter.  



 

 

4 Financial Analysis of Exxon Mobil  

Financial ratio analysis method is based on the same data on the financial 

statements of important projects to compare with each other and find the ratio for a 

way to analyze and evaluate the company's business activities and the company's 

current and historical status. It is the most frequently used tools of financial analysis.  

Since the purpose of financial analysis is different, and therefore various analysts, 

including creditors, regulatory authorities, and other government agencies whichpay 

attention to is different. There are mainly four categories of financial ratios which are 

profitability ratios, liquidity ratios, leverage ratios and activity ratios to reflect the 

financial status of a company. 

Financial ratio analysis calculates financial ratios which are based on the 

company’s financial statements (Annexes 1-3). 

 

 

4.1Liquidity ratios 

Table 4.1 Current ratio 

 
2012 2011 2010 2009 2008 

Selected Financial Data (USD $ in 

millions) 

     Current assets 64,460 72,963 58,984 55,235 72,266 

Current liabilities 64,139 77,505 62,633 52,061 49,100 

Current Ratio, Comparison to Industry 

     Exxon Mobil Corp. 1.01 0.94 0.94 1.06 1.47 

Industry, Oil & Gas 1.29 1.18 1.21 1.17 1.14 

  From the table above, we can find the result that the current ratios of Exxon Mobil 

Corporation are almost equal to 1 during these five years except 2008, which is a little 



 

 

higher，comparing to Industry ,oil and gas. Although, the total current assets are 

increasing constantly, and the total current liabilities are going up as well. In this case, 

we can draw the conclusion that growth trend of liabilities are bigger than assets. As 

we told in the chapter 2.2 current ratios, generally, we can get a message that Exxon 

Mobil Corporation is in a good financial condition, which means that the company 

will have not any problems in paying off their short-term debt that can improve their 

production process or replace manufactory equipment. 

 

Table 4.2 Quick ratio 

 
2012 2011 2010 2009 2008 

Selected Financial Data (USD $ in 

millions) 

     Cash and cash equivalents 9,582 12,664 7,825 10,693 31,437 

Cash and cash equivalents, restricted 341 404 628 – – 

Trade notes and accounts receivable, 

less reserves 28,373 30,044 25,439 22,186 18,707 

Other notes and accounts receivable, 

less reserves 6,614 8,598 6,845 5,459 5,995 

Total quick assets 44,910 51,710 40,737 38,338 56,139 

Current liabilities 64,139 77,505 62,633 52,061 49,100 

Quick Ratio, Comparison to Industry 

     Exxon Mobil Corp. 0.70 0.67 0.65 0.74 1.14 

Industry, Oil & Gas 0.80 0.77 0.77 0.73 0.70 

Depending on the formula 2.2.2, we can know the fact that quick ratio can be 

calculated by total quick assets and total current liabilities, what’s more , the total 

quick assets are mainly made up for three parts which are cash, short-term 

investments and receivables. In theory, if the resulting number or fraction is 1.0 or 

higher which indicated that liquidity of the company is in good condition. 



 

 

However, all of the five years during 2008 to 2012, the quick ratios are lower than 

1.0 in Industry, oil and gas. Comparing to Industry, Exxon Mobil Corporation is still 

in the same bad condition, except in 2008. The main reason why the company is in 

such dilemma is that total quick assets are deteriorated significantly during 2008 to 

2009 and 2011 to 2012, even though the total quick assets improved from 2009 to 

2011, the total current liabilities increased as well during these years, moreover, the 

growth rate of current liabilities are greater than the total quick assets. 

 

Table 4.3 Cash ratio 

 
2012  2011 2010 2009 2008 

Selected Financial Data (USD $ in 

millions) 

     Cash and cash equivalents 9,582 12,664 7,825 10,693 31,437 

Cash and cash equivalents, restricted 341 404 628 – – 

Total cash assets 9,923 13,068 8,453 10,693 31,437 

Current liabilities 64,139 77,505 62,633 52,061 49,100 

Cash Ratio, Comparison to Industry 

     Exxon Mobil Corp. 0.15 0.17 0.13 0.21 0.64 

Industry, Oil & Gas 0.31 0.26 0.30 0.25 0.26 

As shown in the table 4.3, we can easily find that no matter where in Corporation or 

in Industry, oil and gas, the cash ratios are all lower than 1.0 during 2008 to 2012. As 

we already known in chapter 2.2, cash ratio plays an important role in determining 

whether investors should consider buying a company, it is indicated how quickly a 

company can fulfil their liabilities by converting marketable securities or cash assets. 

From the survey above, it is not difficult for us to realize that the Exxon Mobil 

Corporation is not good enough at keeping balance between cash assets and current 

liabilities.  

 



 

 

4.2 Activity ratios 

Table 4.4 Inventory turnover 

 
2012 2011 2010 2009 2008 

Selected Financial Data (USD $ in 

millions) 

     
Sales and other operating revenue 453,123 467,029 370,125 301,500 459,579 

Inventories 14,542 15,024 12,976 11,553 11,646 

Inventory Turnover, Comparison to 

Industry 

     
Exxon Mobil Corp. 31.16 31.09 28.52 26.10 39.46 

Industry, Oil & Gas 15.27 16.65 14.85 13.25 23.43 

 

As we already known in chapter 2.3 before, inventory turnover is a specific ratio 

which we can interpreted as measures of turnover, and it can help us to find that how 

quickly or efficiently a company uses its assets to generate sales. 

During the year 2008 to 2012, the Exxon Mobil Corporation almost had an average 

cost of goods of $460000 million, except 2009 and 2010 these two years, and 

inventories at the end of 2012 was around $14500 million. According to the formula 

2.3.3, we can calculate the inventory turnover of Corporation. 

From the table 4.4 above, to some degree, Exxon Mobil Corporation turn over the 

entire inventories almost 30 times. The higher inventory turnover, the more efficiently 

manager can keep good condition of company. 

  



 

 

Figure 4.1 Inventory turnover 

 

From figure 4.1, we can get a more intuitive information of inventory turnover in 

Exxon Mobil Corporation and Industry, oil and gas, more generally, during 2008 to 

2009, inventory turnover decreased significantly and then increased smoothly in the 

later three years. In the sense, the reason why the figure can be represented like this is 

that notable reduction in the part of sales and other operating revenue. Of course, for 

many oil exploration company, this varies from production to production, political 

problem, which will cause the some hot-sell petrol in short supply, whereas the 

slow-selling product will in significant oversupply. This type of information will be 

useful for manager to make decisions during process of production. 
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Table 4.5 Receivable turnover 

 
2012 2011 2010 2009 2008 

Selected Financial Data (USD $ in 

millions) 

     Sales and other operating revenue 453,123 467,029 370,125 301,500 459,579 

Trade notes and accounts receivable, 

less reserves 28,373 30,044 25,439 22,186 18,707 

Receivables Turnover, Comparison to 

Industry 

     Exxon Mobil Corp. 15.97 15.54 14.55 13.59 24.57 

Industry, Oil & Gas 11.75 11.42 10.47 9.90 14.92 

From the data in the table 4.4, it appears that over the past five years there has been 

a trend of lower receivable turnover due within decreasing of sales and other 

operating revenue and more due for increasing of accounts receivable.As with 

inventory management, comparison of the company ’ s sales growth relative to the 

industry can help the analyst assess whether sales are being lost due to stringent credit 

policies.In addition, comparing the company ’ s estimates of uncollectible accounts 

receivable and actual credit losses with past experience can help assess whether low 

turnover reflects credit management issues. This information is presented below 

Figure 4.2 Receivable turnover 

 

24.27

13.59 14.55
15.54 15.97

14.92

9.9 10.47 11.42 11.75

0

5

10

15

20

25

30

2008 2009 2010 2011 2012

Exxon Mobil Corp. Industry, Oil & Gas



 

 

From the figure 4.2, we can get intuition that Exxon Mobil Corporation had a 

highly efficient credit and collection in 2008 over these five years. Alternatively, it is 

possible that the highest receivable turnover in 2008 can indicate that company’s 

credit or collection policies are too stringent, which may cause the sales being lost to 

competitors offering more generous items. 

 

Table 4.6 Payable turnover 

 
2012 2011 2010 2009 2008 

Selected Financial Data (USD $ in 

millions) 

     Sales and other operating revenue 453,123 467,029 370,125 301,500 459,579 

Trade payables 33,789 33,969 30,780 24,236 21,190 

Payables Turnover, Comparison to 

Industry 

     Exxon Mobil Corp. 13.41 13.75 12.02 12.44 21.69 

Industry, Oil & Gas 11.64 11.79 10.82 10.51 16.67 

  From the data in the table 4.5 above, it appears that during 2008 to 2012 these five 

years there has a trend of higher payable turnover relative to industry, oil and gas 

could indicate that the Exxon Mobil Corporation is not making fully use of available 

credits. Alternatively, it can also resulting from company taking advantage of early 

payment discount and figure 4.3 below can give us more information. 

 

In the figure 4.3, it is not difficult for us to find the fact that the payable turnover 

has decreased significantly from 2008 to 2009 and then stable in the follow years due 

within raising trade payable and more due for decreasing of sales and operating 

revenues. 

  



 

 

Figure 4.3 Payable turnover 

 

 

 

Table 4.7 Working-Capital-Turnover  

 
2012 2011 2010 2009 2008 

Selected Financial Data (USD $ in 

millions) 

     Current assets 64,460 72,963 58,984 55,235 72,266 

Less: Current liabilities 64,139 77,505 62,633 52,061 49,100 

Working capital 321 -4,542 -3,649 3,174 23,166 

Sales and other operating revenue 453,123 467,029 370,125 301,500 459,579 

Exxon Mobil Corp. 1,411.60 – – 94.99 19.84 

Industry, Oil & Gas 16.25 24.91 19.16 22.41 37.79 

As we already known in the theory of working capital turnover in chapter 2, 

working capital is defined as current assets minus current liabilities. Working capital 

turnover indicates how efficiently a company generate its revenue with its working 

capital. However, we can see that working capital turnover is negative in 2010 and 

2011, so it is incapable to be interpreted. 

Nevertheless, comparing data in table 4.6 of year 2008 to 2009, we can find that the 

company generate almost 1.5 times higher revenue in 2008 than the following year, 
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but it also cost 7 times more capital than 2009, which could indicate that company has 

greater efficiency in 2009. 

 

Figure 4.4 Working-Capital-Turnover  

 

Alternatively, having seen figure 4.4, we can be more intuitive discovery that 

working capital turnover in Industry, oil and gas has fluctuated but also keep a high 

level. On contrary, the Exxon Mobil Corporation’s working capital turnover is not in a 

good trend, which raised heavily and decreased significantly. 

 

Figure 4.5 Activity ratios 

 

From the figure 4.5 above, we can find all of the activity ratio of Exxon Mobil 
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Corporation are in a stable situation besides working capital turnover. When 

interpreting activity ratios, the analysts should consider not only the individual ratio 

but also collection of relevant ratios to determine the whole efficiency of a company. 

 

4.3 Solvency ratios  

Table 4.8 Debt to assets ratio (Debt to capital ratio) 

 
2012 2011 2010 2009 2008 

Selected Financial Data (USD $ in 

millions) 

     Notes and loans payable 3,653 7,711 2,787 2,476 2,400 

Long-term debt 7,928 9,322 12,227 7,129 7,025 

Total debt 11,581 17,033 15,014 9,605 9,425 

Total ExxonMobil share of equity 165,863 154,396 146,839 110,569 112,965 

Total capital 177,444 171,429 161,853 120,174 122,390 

Debt to Capital, Comparison to 

Industry 

     Exxon Mobil Corp. 0.07 0.10 0.09 0.08 0.08 

Industry, Oil & Gas 0.24 0.24 0.24 0.24 0.21 

  The data in the table 4.7 shows us debt to assets ratio of Exxon Mobil Corporation 

during years 2008 to 2012. As we known, debt to assets ratio is mainly indicate how 

much percentage of total assets financed with debt. Generally, higher debt reflect 

higher risk, in a same word, thus low solvency. 

  However, we can find that even there is an increasing trend of total capital or total 

assets, the debt to debt to assets ratio of Exxon Mobil Corporation is almost stable. A 

main problem is that the company also face the bad situation of increasing debt over 

these five years, that’s probably why this ratio doesn’t change so much. 

 



 

 

Figure 4.6 Debt to assets ratio 

 

At the meantime, we can get intuitive information from the figure 4.6, even though 

the total capital of the company go up rapidly, the total debt increase as well, thus 

debt to assets ratio is still in a stable level. 

 

Table 4.9 Debt to equity  

 
2012 2011 2010 2009 2008 

Selected Financial Data (USD $ in 

millions) 

     Notes and loans payable 3,653 7,711 2,787 2,476 2,400 

Long-term debt 7,928 9,322 12,227 7,129 7,025 

Total debt 11,581 17,033 15,014 9,605 9,425 

Total ExxonMobil share of equity 165,863 154,396 146,839 110,569 112,965 

Debt to Equity, Comparison to 

Industry 

     Exxon Mobil Corp. 0.07 0.11 0.10 0.09 0.08 

Industry, Oil & Gas 0.32 0.31 0.31 0.32 0.27 

 

As same as previous ratio, the debt to equity ratio measures total debt relative to 

total share of equity. From the table 4.8 above, we can calculate the result by using 
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formula 2.1. There is no difficulty for us to find that the amount of total debt grew 

faster than total share of equity from year 2008 to 2011, but total debt decrease 

rapidly in the following years, which indicates that the company is improving their 

financial situation, and they have no need to borrow larger money than previous year. 

 

Figure 4.7Debt to equity 

 

  By using the formula 2.1, we can get the result of debt to equity ratios and make 

this figure 4.6. Generally, higher debt means higher financial risk and thus weaker 

solvency. According to this principle, we can draw the conclusion that Exxon Mobil 

Corporation was in good financial situation over past five years. 
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4.4 Profitability ratios 

Table 4.10 Net profit margin 

As we known, profitability ratios mainly measures the return earned by a company 

during a period. And net profit margin which indicate net income contribution to the 

company relative to sales and other operating revenue is the most important indicator 

in it. 

  From table 4.5 above, there is an increasing trend of net profit margin during year 

2009 to 2012. However, it decreased rapidly in the year 2013. There are mainly two 

sides to interpret it. On the revenue side, high net profit margin indicates the large 

difference between higher prices of product and lower product costs. Nevertheless, the 

ability to charge price depends on competitors, so net profit margins are affected by 

competition, if a company is in a dominant situation in the market, the company is 

capable to charge higher price for the products. 

  On the cost side, lower net profit margin can also indicate that a company has no 

competitive advantage in product costs. 

 

  

 

2013 2012 2011 2010 2009 

Selected Financial Data 

(USD $ in millions) 

     Net income attributable to 

ExxonMobil 32,580 44,880 41,060 30,460 19,280 

Sales and other operating 

revenue 420,836 453,123 467,029 370,125 301,500 

Net Profit Margin, 

Comparison to Industry 

     Exxon Mobil Corp. 7.74% 9.90% 8.79% 8.23% 6.39% 

Industry, Oil & Gas 7.01% 7.18% 7.98% 7.10% 6.86% 



 

 

Figure 4.8Net profit margin 

 

  By using formula 2.4.1, we can get the results and drew figure 4.7. 

 

Table 4.11 Return on assets  

 

From data in table 4.10, we can get information about net income attributable to 

Exxon Mobil Corporation and total assets in each year, what’s more, by using formula 

2.4.2, we can get results of percentage of return on assets during year 2009 to 2013. 

As we already known, ROA measure how much a company can earned return through 

its assets. Of course, the higher the ratio, the more income generated by a certain level 
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2012 2011 2010 2009 2008 

Selected Financial Data 

(USD $ in millions) 

     Net income attributable to 

ExxonMobil 32,580 44,880 41,060 30,460 19,280 

Total assets 346,808 333,795 331,052 302,510 233,323 

ROA, Comparison to 

Industry 

     Exxon Mobil Corp. 9.39% 13.45% 12.40% 10.07% 8.26% 

Industry, Oil & Gas 6.95% 6.95% 8.41% 6.48% 5.91% 



 

 

of assets. 

  As noted, we can see that ROA of Exxon Mobil Corporation increased stably from 

year 2009 to 2012 and then sharply decreased in 2013. In this case, we can find that 

the company used a high level of capital to get lower 

 

Figure 4.9Return on assets 

 

From figure 4.8, it is useful for us to find the trend whether return on assets go up or 

not. 
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Table 4.12 Return on equity (ROE) 

  As same as previous ratio, return on equity measures return earned by a company 

on its equity capital. A variation of ROE is return on common equity, which means 

return earned by a company only on its common equity. 

  From data in table 4.1.0, there is a same trend with previous analysis, return on 

equity of Exxon Mobil Corporation increased rapidly during year 2008 to 2012, and 

then decrease significantly in year 2012. Because of the rapidly decrease in the part of 

net income attributable to company and increase of the amount of total share of equity, 

so the company was in intensively financial situation in year 2012. 

 

2012 2011 2010 2009 2008 

Selected Financial Data 

(USD $ in millions) 

     Net income attributable to 

ExxonMobil 32,580 44,880 41,060 30,460 19,280 

Total ExxonMobil share of 

equity 174,003 165,863 154,396 146,839 110,569 

ROE, Comparison to 

Industry 

     Exxon Mobil Corp. 18.72% 27.06% 26.59% 20.74% 17.44% 

Industry, Oil & Gas 14.06% 14.24% 17.44% 13.29% 12.41% 



 

 

Figure 4.10 Return on equity 

 

  Loosely speaking, from the figure 4.9, as with other ratios, profitability ratios 

should be evaluated individually and in a group to gain a good understanding which 

indicator is affecting profitability. 

 

 

4.5 DuPont analysis 

  As noted earlier in chapter 2, ROE measures the return a company generates on its 

equity capital. To understand what drives a company’s ROE, a useful technique is to 

decompose ROE into its component parts, which is DuPont analysis. Loosely 

speaking, decomposing ROE involves expressing the basic ratio (i.e., net income 

divided by average shareholders’ equity) as the product of component ratios. 

Because each of these component ratios is an indicator of a distinct aspect of a 

company ’ s performance that affects ROE, the decomposition allows us to evaluate 

how these different aspects of performance affected the company ’ s profitability as 

measured by ROE. 

In this section, the formulas 2.2.5.1 and 2.2.5.2 will be mainly used to get the 

results of Exxon Mobil Corporation during year 2008 to 2012 
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Table 4.13Two components disaggregation of ROE 

As we already known in chapter 2, the decomposition of ROE use of simple algebra 

and illustrates relationship between ROA and ROE. Expressing ROE as a product of 

only two of its components, we can write: ROE=ROA*Leverage. 

From the table 4.12 above, over the past five years, the company’s leverage factor 

was relatively stable. The primary reason of the increase in ROE is the increase in 

ROA, which is mainly increased in profitability measured by ROA. 

 

Table 4.14 Three components disaggregation of ROE  

 

Just as ROE can be decomposed, the individual component ROA can be 

decomposed as well. We can express ROE as a product of three component ratios, 

Year ROE = ROA × Leverage 

2012 18.72%  9.39%  1.99 

2011 27.06%  13.45%  2.01 

2010 26.59%  12.40%  2.14 

 2009 20.74%  10.07%  2.06 

2008 17.44%  8.26%  2.11 

 

ROE = 
Net Profit 

Margin 
× 

Asset 

Turnover 
× Leverage 

2012 18.72% 

 

7.74% 

 

1.21 

 

1.99 

2011 27.06% 

 

9.90% 

 

1.36 

 

2.01 

2010 26.59% 

 

8.79% 

 

1.41 

 

2.14 

2009 20.74% 

 

8.23% 

 

1.22 

 

2.06 

2008 17.44% 

 

6.39% 

 

1.29 

 

2.11 



 

 

which can be interpreted as: ROE=Net profit margin*Asset turnover*Leverage. 

The first term on the right - hand side of this equation is the net profit margin, an 

indicator of profitability: how much income a company derives per one money unit 

(e.g., euro or dollar) of sales. The second term on the right is the asset turnover ratio, 

an indicator of efficiency: how much revenue a company generates per one money 

unit of assets. The third term on the right - hand side of equation is a measure of 

financial leverage, an indicator of solvency: the total amount of a company’s assets 

relative to its equity capital. This decomposition illustrates that a company’s ROE is a 

function of its net profit margin, its efficiency, and its leverage.  

Again, from the table 4.1.2, over the past five years, the company’s leverage factor 

and asset turnover were relatively stable. The mainly reason of the increase in ROE is 

the increase in net profit margin, which primary reflect in the factors that functions of 

improving profitability and improving efficiency. 

 

 Table 4.15 Five components disaggregation of ROE 

 

To separate the effects of tax and interest, we can further decompose net profit 

margin and can be interpreted as: ROE=Tax burden*Interest burden*EBIT 

 

ROE = 

Tax 

Burd

en 

× 

Inter

est 

Burd

en 

× 
EBIT 

Margin 
× 

Asset 

Turno
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× 
Leverag

e 

2012 18.72% 

 

0.57 

 

1.00 

 

13.51% 

 

1.21 

 

1.99 

2011 27.06% 

 

0.59 

 

1.00 

 

16.83% 

 

1.36 

 

2.01 
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0.57 

 

1.00 

 

15.49% 

 

1.41 

 

2.14 

2009 20.74% 

 

0.59 

 

1.00 

 

14.12% 

 

1.22 

 

2.06 

2008 17.44% 

 

0.56 

 

0.98 

 

11.59% 

 

1.29 

 

2.11 



 

 

margin*Asset turnover*Leverage. 

  The first term on the right - hand side of this equation measures the effect of taxes 

on ROE. Essentially, it reflects one minus the average tax rate. The second term on 

the right - hand side captures the effect of interest on ROE. Higher borrowing costs 

reduce ROE. The third term on the right - hand side captures the effect of operating 

margin (if operating income is used in the numerator) or EBIT margin (if EBIT is 

used) on ROE. The fourth term on the right - hand side is again the asset turnover 

ratio, an indicator of 

Overall efficiency of the company (i.e., how much revenue it generates per unit of 

assets). The fifth term on the right - hand side is the financial leverage ratio described 

above — the total amount of a company’s assets relative to its equity capital. 

  The table 4.1.3 shows that Exxon Mobil Corporation’s ROE of 17.44 percent in 

2008 can be decomposed into ROA 8.26 percent and leverage of 2.11, ROA can be 

further decomposed into a net profit margin of 6.39 percent and total asset turnover of 

1.29. Net profit margin can decomposed into a tax burden of 0.56, an interest burden 

of 0.98, and an EBIT margin of 11.59 percent. 

  Over the past five years, again, the company’s leverage, asset turnover and tax 

burden factors were relatively stable, the primary reason is the increase of EBIT 

margin, which reflects that company can capture effect of operating margin. 

 

 

 

 

 

 

 

  



 

 

5 Conclusion 

Exxon Mobil Corporation is one of the most diversified petrol suppliers in the 

world. And now, they are paying much more attention to the Chinese market. From 

2008 to 2012, the general development of this company was in a good condition 

except the year of 2012. But after the financial crisis, the company’s net income and 

revenue grew up quickly, which can tell us Exxon Mobil had a power ability to face 

with crisis and made a good strategy to survive successfully from crisis.  

In common-size analysis we can know that during the chosen period, it showed that 

the growth of Exxon Mobil Corporation in Total Assets, Common Equity, and 

Retained Earnings was above industry average. What’s more, having analyzed of 

company’s Cash Flow Statement showed that Exxon Mobil’s Net Cash Flow in 

operating activities was above the industry average, and that resulted in an efficiency 

of capital.  

The chapter focusing on the financial ratio analysis was divided into four parts. The 

first part is liquidity ratio part which during these 5 years the company had a stable 

ability to repay its bills. Unluckily, the Exxon Mobil’s short-term debt-servicing 

ability has become weaker in this period. The second part is activity ratio, which 

shows us the revenue in 2008 was very low and inventory turnover is the most 

changeable in activity ratios. The third part is leverage ratio; the debt to assets ratio 

was not good in first two years in this period because of the financial crisis. The last 

part is profitability ratio, in general, the gross margin in this period is lower than 10 

percentage points even It was stable in these years, it can also tell us the company did 

not have a good enough profitability in this period.  

From the DuPont analysis, we can figure out the financial leverage of Exxon Mobil 

Corporation during this period is stable, but return on assets changes, which directly 

influenced the return on equity a lot. On the other hand, this reality can tell us in this 

period, especially in 2012, the company spent lots of money on investments.  

The overall results of this study suggests that even Exxon Mobil Corporation is 



 

 

above average level of petrol company, but they still should pay attention to its 

liquidity and profitability due to lots of current assets were out of the company. 

Besides, due to the global fuel prices rising, Exxon Mobil needs to research or create 

new energy according to the customers’ demand, which can make their products or 

services more competitive in order to make more profits.  
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Annexes 

Annex 1  

Income statement 

12 months ended 2012 2011 2010 2009 2008 

Sales and other 

operating revenue 420,836 453,123 467,029 370,125 301,500 

Crude oil and product 

purchases -244,156 -265,149 -266,534 -197,959 -152,806 

Production and 

manufacturing 

expenses -40,525 -38,521 -40,268 -35,792 -33,027 

Cost of operating 

revenues -284,681 -303,670 -306,802 -233,751 -185,833 

Sales-based taxes -30,589 -32,409 -33,503 -28,547 -25,936 

Gross profit 105,566 117,044 126,724 107,827 89,731 

Selling, general and 

administrative 

expenses -12,877 -13,877 -14,983 -14,683 -14,735 

Depreciation and 

depletion -17,182 -15,888 -15,583 -14,760 -11,917 

Exploration 

expenses, including 

dry holes -1,976 -1,840 -2,081 -2,144 -2,021 

Other taxes and 

duties -33,230 -35,558 -39,973 -36,118 -34,819 

Operating income 40,301 49,881 54,104 40,122 26,239 

Income from equity 

affiliates 13,927 15,010 15,289 10,677 7,143 

Other income 3,492 14,162 4,111 2,419 1,943 

Interest expense -9 -327 -247 -259 -548 

Income before 

income taxes 57,711 78,726 73,257 52,959 34,777 

Income taxes -24,263 -31,045 -31,051 -21,561 -15,119 

Net income 

including no 

controlling interests 33,448 47,681 42,206 31,398 19,658 

Net income 

attributable to 

non-controlling 

interests -868 -2,801 -1,146 -938 -378 



 

 

 

 

  

Net income 

attributable to 

ExxonMobil 32,580 44,880 41,060 30,460 19,280 



 

 

Annex 2 

Balance sheet 

 

2012 2011 2010 2009 2008 

Assets 

     Cash, Equip and 

Short-Term Investments 46000 9582 12664 7825 10862 

Receivables 33152 34987 38642 32284 27645 

Inventories 16135 14542 15024 12976 11553 

Other Current Assets 5108 5008 6229 5271 5175 

Total Current Assets 59308 64460 72963 58984 55235 

Net Property,Plant,and 

Equipment 243650 226949 214664 199548 139116 

Goodwill and Other 

Intangible Assets 7522 7668 9092 8640 7307 

Investments and 

Advances 36328 34718 34333 35338 31665 

Total Non-Current 

Assets 287500 269335 258089 243526 178088 

Total Assets 346808 333795 331052 302510 233323 

Notes and loans payable 15,808 3,653 7,711 2,787 2,476 

Trade payables 30,920 33,789 33,969 30,780 24,236 

Payables to equity 

companies 6,587 6,114 5,553 5,450 4,979 

Accrued taxes other than 

income taxes 3,883 4,130 7,123 6,778 5,921 

Other 6,695 6,695 10,422 7,026 6,139 

Accounts payable and 

accrued liabilities 48,085 50,728 57,067 50,034 41,275 

Income taxes payable 7,831 9,758 12,727 9,812 8,310 

Current liabilities 71,724 64,139 77,505 62,633 52,061 

Long-term debt, 

excluding due within one 

year 6,891 7,928 9,322 12,227 7,129 

Postretirement benefits 

reserves 20,646 25,267 24,994 19,367 17,942 

Deferred income tax 

liabilities 40,530 37,570 36,618 35,150 23,148 

Long-term obligations to 

equity companies 4,742 3,555 1,808 – – 

Other long-term 

obligations 21,780 23,676 20,061 20,454 17,651 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Noncurrent liabilities 94,589 97,996 92,803 87,198 65,870 

Total liabilities 166,313 162,135 170,308 149,831 117,931 

Common stock without 

par value 10,077 9,653 9,512 9,371 5,503 

Earnings reinvested 387,432 365,727 330,939 298,899 276,937 

Accumulated other 

comprehensive loss -10,725 -12,184 -9,123 -4,823 -5,461 

Common stock held in 

treasury -212,781 -197,333 -176,932 -156,608 -166,410 

Total ExxonMobil 

share of equity 174,003 165,863 154,396 146,839 110,569 

No controlling interests 6,492 5,797 6,348 5,840 4,823 

Total equity 180,495 171,660 160,744 152,679 115,392 

Total liabilities and 

equity 346,808 333,795 331,052 302,510 233,323 



 

 

Annex 3  

Cash flow 

12 months ended 2012 2011 2010 2009 2008 

Net income including no 

controlling interests 47,681 42,206 31,398 19,658 46,867 

Depreciation and depletion 15,888 15,583 14,760 11,917 12,379 

Deferred income tax charges 

(credits) 3,142 142 -1,135 – 1,399 

Postretirement benefits 

expense in excess of (less than) 

net payments -315 544 1,700 -1,722 57 

Other long-term obligation 

provisions in excess of (less 

than) payments 1,643 -151 160 731 -63 

Dividends received greater 

than (less than) equity in 

current earnings of equity 

companies -1,157 -273 -596 -483 921 

Adjustments for noncash 

transactions 19,201 15,845 14,889 10,443 14,693 

(Increase) reduction - Notes 

and accounts receivable -1,082 -7,906 -5,863 -3,170 8,641 

(Increase) reduction - 

Inventories -1,873 -2,208 -1,148 459 -1,285 

(Increase) reduction - Other 

current assets -42 222 913 132 -509 

Increase (reduction) - Accounts 

and other payables 3,624 8,880 9,943 1,420 -5,415 



 

 

Changes in operational 

working capital, excluding 

cash and debt 627 -1,012 3,845 -1,159 1,432 

Net (gain) on asset sales -13,018 -2,842 -1,401 -488 -3,757 

All other items, net 1,679 1,148 -318 -16 490 

Net cash provided by operating 

activities 56,170 55,345 48,413 28,438 59,725 

Additions to property, plant 

and equipment -34,271 -30,975 -26,871 -22,491 -19,318 

Proceeds associated with sales 

of subsidiaries, property, plant 

and equipment, and sales and 

returns of investments 7,655 11,133 3,261 1,545 5,985 

(Increase) decrease in restricted 

cash and cash equivalents 63 224 -628 – – 

Additional investments and 

advances -972 -3,586 -1,239 -2,752 -2,495 

Collection of advances 1,924 1,119 1,133 724 574 

Additions to marketable 

securities – -1,754 -15 -16 -2,113 

Sales of marketable securities – 1,674 155 571 1,868 

Net cash used in investing 

activities -25,601 -22,165 -24,204 -22,419 -15,499 

Additions to long-term debt 995 702 1,143 225 79 

Reductions in long-term debt -147 -266 -6,224 -68 -192 

Additions to short-term debt 958 1,063 598 1,336 1,067 

Reductions in short-term debt -4,488 -1,103 -2,436 -1,575 -1,624 

Additions (reductions) in debt -226 1,561 709 -71 143 



 

 

with three months or less 

maturity 

Cash dividends to ExxonMobil 

shareholders -10,092 -9,020 -8,498 -8,023 -8,058 

Cash dividends to no 

controlling interests -327 -306 -281 -280 -375 

Changes in no controlling 

interests 204 -16 -7 -113 -419 

Tax benefits related to 

stock-based awards 130 260 122 237 333 

Common stock acquired -21,068 -22,055 -13,093 -19,703 -35,734 

Common stock sold 193 924 1,043 752 753 

Net cash used in financing 

activities -33,868 -28,256 -26,924 -27,283 -44,027 

Effects of exchange rate 

changes on cash 217 -85 -153 520 -2,743 

Increase (decrease) in cash and 

cash equivalents -3,082 4,839 -2,868 -20,744 -2,544 

Cash and cash equivalents at 

beginning of year 12,664 7,825 10,693 31,437 33,981 

Cash and cash equivalents at 

end of year 9,582 12,664 7,825 10,693 31,437 

 

 

 

 

 

 

 



 

 

 

 

 


