ANALYST QUICK NOTES
New products, M&A announcements, management shakeups, earnings surprises. Whatever the news,
you want to know what Argus thinks. Our Quick Notes fill this need by providing real-time analysis of
current news about Argus-covered companies or other market-moving events. Please check back
regularly for new Quick Notes. Important disclaimer information is on the last page of this document.
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Weekly Stock List: Energy Sector Values
• Oil prices, near $50 per barrel of West Texas Intermediate crude, have rebounded from $42 in
June. We think the rising prices will lift the Energy sector, which has underperformed the
market this year and currently accounts for a cycle low of about 6% of total S&P 500 market
capitalization. Three years ago, when oil prices were near $100 per barrel, oil stocks made up
about 12% of the market. In short, we think there is value in the oil patch, as we forecast the
price per barrel of West Texas Intermediate Oil will continue to trend higher and average $52 in
2017. Our preliminary forecast for 2018 is $56.
• Within the group, we favor companies with a high exposure to U.S. production, as well as those
with a history of growing dividends. Here are five Energy companies that are either on our Focus
List or are used in our Model Portfolios:
o Devon Energy (NYSE: DVN): The DVN shares are featured in our Portfolio Selector Focus
List of timely investment ideas. Devon, an exploration and production company, has
divested noncore assets and is focusing on high-margin shale production in the U.S. and
Canada. It has also cut costs, with 1.4 billion in cost savings expected this year, and
significantly boosted well productivity.
o Valero Energy (NYSE: VLO): The VLO shares are included in our Growth & Income Model
Portfolio. Valero, a refiner, continues to improve its operating efficiency and capacity
utilization, and is expanding its refining facilities along the Gulf Coast. The company is
also focused on returning capital to shareholders through dividends and buybacks. It
recently raised its quarterly dividend by 17% and has lowered the share count by 6%
over the last year.
o Marathon Oil (NYSE: MRO): The MRO shares are featured in our Portfolio Selector
Focus List of timely investment ideas. We have a favorable view of Marathon’s focus on
unconventional North American oil, gas, and NGL production, and note that the
company has shed $1.5 billion of noncore assets over the last two years. In our view,
Marathon could be a potential takeover target for a larger E&P or integrated oil
company.

Occidental Petroleum (NYSE: OXY): The MRO shares are included in our Institutional
and Equity Income model portfolios. Management of this large-cap E&P company has
historically invested within its cash flow, and has focused on achieving high returns
rather than solely on growing production. The company also has an under-levered
balance sheet and has the highest dividend yield within the group at 5%.
o Exxon Mobil (NYSE: XOM): The XOM shares are a core holding in our Institutional Model
Portfolio. Exxon is the largest oil company in the US, and is one of the 10 largest stocks
in the S&P 500. Exxon appears favorably valued relative to peers and continues to
benefit from its diverse asset base and strong cost controls.
For more information on these companies, please see our Analyst Reports.
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