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Investment Thesis

• Buy Valero Energy Corp (VLO) Shares
• Target Price: $214.72
• Upside > 54%
• Key Drivers:

• Well positioned to succeed in a new low-carbon economy
• Profit Margin increasing despite economic conditions
• Excels relative to its peers
• Refining will continue to be a powerful industry as oil remains 

the #1 fuel for some time still
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Price Chart and Summary Data

Share Price $139.29

Market Cap $51.698B

Dividend Yield 
(%) 3.10%

Beta 1.63

Debt / Equity .457

P / E 4.78

P / B 2

ROE 54.7%*
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Business Description

• “Valero is the largest independent 
petroleum refiner in the world”

• A leading renewable fuels producer 
today
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Business Description

• Valero international expansion in 2011

• 15 refineries spread across the U.S., 
Canada, and U.K.

Exteral Revenues by Geographic Segment

U.S. Canada U.K Other
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Business Description

• “Mix” for Valero is over 95% Refining, 4% Renewable Diesel, and 1% Ethanol.
• Three Stages

• Upstream, Midstream, Downstream

Valero Revenue Mix

Refining Ethanol Renewable Diesel
168,154

3,483.0 4,746.0

External Revenues by Segment

Refining Renewable Diesel Ethanol

Scaling in millions ($)
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Business Description

• Further opportunities for growth

• The renewable diesel market is continuing 
to grow and expected to grow significantly 
by 2025

• Pursuing sustainable aviation fuel to lessen 
fuel emissions but it is currently much 
more expensive than traditional jet fuel.
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Industry Analysis

• Oil & Gas Refining & Marketing
• Highly regulated
• Demand for crude oil increasing at a decreasing rate
• Refining is now capacity constrained
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Industry Analysis

• Valero is one of the 
largest worldwide 
players

• U.S. is the leader in 
oil refining but…

• Rapid growth in 
China

Crude oil refinery capacity worldwide in 2010 and 

2021, by major country

(In 1,000 barrels 

per day)
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RENEABLE DIESEL A
DROP-IN FUELIndustry Analysis

Other Important Factors
• Oil Consumption still increasing
• Renewables
• Jet Fuel and other less-substitutable fuels will continue to see growth
• Price volatility & COVID-19
• Gasoline/Gas Stations



ESG

• Environmental
• Plans to reduce Greenhouse Gas (GHG) emissions by 100% in 2035
• Well positioned to succeed even in a low-carbon economy

• Social
• Governance

• Political disclosures
• Extensive Training Programs
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Guiding Principles
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Financial Analysis
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Financial Analysis
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Financial Analysis
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Financial Analysis
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Financial Analysis

Valero trades at 
discounted P/E, 

EV/EBITDA, and Price/FCF 
compared to its peers
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Valuation - DDM

Fair Value = $192.97
Upside of 38.5%
Weighted 60%
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Valuation – FCFE
Fair Value = $210.89

Upside of 51.4%
Weighted 35%



Valuation – FCF
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Fair Value = $502.62
Upside > 250%
Weighted 5%
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Investment Risks

Key Risks Include…
• Evolving consumer sentiment related to GHG emissions
• Ability to obtain resources (i.e., crude oil & feedstocks)
• Regulatory & Environmental Risks
• Safety Risks
• Refining Capacity Risk
• Setbacks from lower economic activity
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Investment Thesis

• Buy Valero Energy Corp (VLO) Shares
• Target Price: $214.72
• Upside > 54%
• Key Drivers:

• Well positioned to succeed in a new low-carbon economy
• Profit Margin increasing despite economic conditions
• Excels relative to its peers
• Refining will continue to be a powerful industry as 

oil remains the #1 fuel for some time still
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Questions?
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Thank you!
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Resources

https://businessquant.com/valero-revenue-by-segment
https://www.valero.com/sites/default/files/valero-documents/VLO_4Q22_Earnings_Release.pdf
https://www.reuters.com/business/energy/valero-kicks-off-us-refinery-results-with-q2-profit-jump-2022-07-28/
https://guides.loc.gov/oil-and-gas-industry/downstream
https://www.investopedia.com/articles/active-trading/102214/difference-between-oil-services-and-refiners.asp
https://www.statista.com/topics/7286/global-oil-refinery-industry/#topicOverview
https://www2.deloitte.com/content/dam/Deloitte/us/Documents/energy-resources/us-2023-outlook-oil-and-gas.pdf
https://www.mckinsey.com/industries/oil-and-gas/our-insights/global-refining-profiting-in-a-downstream-downturn
https://www.mckinsey.com/industries/oil-and-gas/our-insights/global-downstream-outlook-to-2035
https://www.mckinsey.com/industries/oil-and-gas/our-insights/refining-in-the-energy-transition-through-2040
https://www.cmegroup.com/education/courses/introduction-to-refined-products/a-look-into-the-refining-process.html
https://www.investopedia.com/terms/o/oil-refinery.asp
https://www.forbes.com/sites/rrapier/2022/11/15/heres-why-the-us-has-lost-refining-capacity/?sh=1e53297f71e7

https://businessquant.com/valero-revenue-by-segment
https://www.valero.com/sites/default/files/valero-documents/VLO_4Q22_Earnings_Release.pdf
https://www.reuters.com/business/energy/valero-kicks-off-us-refinery-results-with-q2-profit-jump-2022-07-28/
https://guides.loc.gov/oil-and-gas-industry/downstream
https://www.investopedia.com/articles/active-trading/102214/difference-between-oil-services-and-refiners.asp
https://www.statista.com/topics/7286/global-oil-refinery-industry/
https://www2.deloitte.com/content/dam/Deloitte/us/Documents/energy-resources/us-2023-outlook-oil-and-gas.pdf
https://www.mckinsey.com/industries/oil-and-gas/our-insights/global-refining-profiting-in-a-downstream-downturn
https://www.mckinsey.com/industries/oil-and-gas/our-insights/global-downstream-outlook-to-2035
https://www.mckinsey.com/industries/oil-and-gas/our-insights/refining-in-the-energy-transition-through-2040
https://www.cmegroup.com/education/courses/introduction-to-refined-products/a-look-into-the-refining-process.html
https://www.investopedia.com/terms/o/oil-refinery.asp
https://www.forbes.com/sites/rrapier/2022/11/15/heres-why-the-us-has-lost-refining-capacity/?sh=1e53297f71e7
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