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With the valuation model, the Henry Fund is giving a SELL rating for SLB with a 
potential downside of 13% and a target price range of $45 - $50.  
 
Drivers of Thesis 
 

• The oil and gas industry has seen two crashes in the past 5 years, indicating 
that the industry is highly volatile, and the Company is not structured well 
enough to be able to mitigate the systematic risk.  

 

• Only 21% of SLB’s revenue is being generated from the U.S. and up to 36% 
of the revenue is being generated in the Middle East and Asia, making the 
political tension among countries to be an important factor for SLB’s 
business. Currently, the two wars that are going on do not signal a peaceful 
political relationship between countries.  

 

• SLB is currently in the process of transforming into a technology company 
and according to the analyst’s view from the financial reports, it does not 
look like SLB has produced significant operational efficiencies yet.  

 
Risks to Thesis 
 

• SLB stock price is highly correlated to the crude oil price and the oil price 
has been trading at a relatively high value right now, especially with 
regulators allowing higher production per day and an increase in demand 
for oil, the oil prices (and SLB’s stock prices) could remain high.  
 

• SLB is the industry leader in the oilfield industry; therefore, making it one 
of the best-positioned oilfield companies in the market. It would be able to 
capture the higher growth from the pandemic recovery in the next couple 
of years and further drive its revenue up to the usual level.  

 

Henry Fund DCF $50 

Henry Fund DDM $46 

Relative Multiple $35-52 

Price Data  

Current Price $58.96 

52wk Range $42.09 – 62.12 

Consensus 1yr Target $56 – 69 

Key Statistics  

Market Cap (B) $83.79 

Shares Outstanding (M) 1,416 

Institutional Ownership 82.6% 

Beta 1.12 

Dividend Yield 52% 

Est. 5yr Growth 11.8% 

Price/Earnings (TTM) 24.1 

Price/Earnings (FY1) 16.0 

EV/Sales (TTM) 2.94 

EV/EBITDA (TTM)  20.68 

Profitability  

Operating Margin 16% 

Profit Margin 15% 

Return on Assets (TTM) 65% 

Return on Equity (TTM) 20% 

 

Earnings Estimates 
Year 2020 2021 2022 2023E 2024E 2025E 

EPS 
HF est. 

-$7.57 
 

$1.34 
 

$2.43 
 

$00.00 
$2.21 

$00.00 
$3.34 

$00.00 
$3.74 

Growth 3.4% -117% 81.34% -9.3% 51.3% 12% 

12 Month Performance Company Description 

 

SLB is a global technology company that engages 
in the provision of technology for reservoir 
characterization, drilling, production, and 
processing to the oil and gas industry. The 
Company currently operates in more than 120 
countries, owns more than 70 regional 
manufacturing centers around the world and 
employs over 99,000 employees, making them 
one of the largest oilfield companies in the world.  
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COMPANY DESCRIPTION 

A year ago, SLB rebranded itself from Schlumberger Ltc to 
SLB, as a move to fully transform itself from the world’s 
largest oilfield services company to a global technology 
company that focuses on driving energy innovation. SLB 
will continue to drive innovation, decarbonization, and 
performance for the oil and gas industry while increasing 
focus on providing low- and zero-carbon energy solutions.  

SLB operates in over 120 countries, employing over 99,000 
workers, and has more than 70 regional manufacturing 
centers all around the world. [7] It engages in the provision 
of technology for reservoir characterization, drilling, 
production, and processing to the oil and gas industry. [7]  
Currently, the Company operates in four divisions: digital 
& integration, well construction, reservoir performance, 
and production systems. While having a great 
international presence, it is headquartered in Houston, 
Texas. 

 

Sources: SLB 10-K 

While SLB is one of the leaders in the energy sector, its 
performances have been greatly affected by the industry. 
The oil industry saw a tumble in 2015 – 2016 and SLB’s 
total revenue decreased by as much as 40% in just two 
years. While it was slowly making back its lost profit over 
the next years, the pandemic hit and caused another 
round of sell-off in the oil industry. During the last decade, 
SLB experienced a -6% CAGR. After taking a great hit from 
the two events, SLB was forced to restructure the 
company so it would be better positioned than where it 
was. The chart below shows that other than the recent two 
years, SLB’s annual revenue is closely correlated to the 
average oil price per barrel for the year. Henry Fund 

believes that the oil price per barrel has reached it peak at 
around $91 per barrel this year; therefore, making the 
outlook for SLB to not be as positive for the industry. [3]   

 

Sources: SLB 10-K, Yahoo! Finance 

As an oilfield company, it is not surprising that SLB has a 
great presence in the global market; however, it is worth 
taking note that North America is one of the lowest 
revenue-generating regions for the company with only 
21% of the revenue coming from North America. At the 
same time, up to 32% of the revenue was generated in the 
Middle East & Asia as the countries have great natural 
resources. With such a presence internationally, SLB is also 
exposed to political and foreign exchange risk. 

 

 

Sources: SLB 10-K  

Digital & Integration  

The Digital & Integration is the newest division of the 
company, providing digital solutions and data products 
with its integrated offerings of Asset Performance Solution 
(APS). The products are made to enhance performance by 
reducing cycle times and risk, accelerating returns, 
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increasing productivity, and lowering costs and carbon 
emissions. The services are founded upon innovative 
digital proprietary and open-source data platform 
technologies, and workflow tools with the help of artificial 
intelligence and machine learning.[7] 

Among the segments, APS offers an integrated business 
model for field production projects – the solution 
combines its expertise in drilling rig management and 
project management while providing a complete solution 
to well construction production improvement. [7] As of the 
end of 2022, SLB’s portfolio consisted of three projects in 
Ecuador and one in Canada. For the division, the company 
is generating more revenue in the international market 
than within North America.  

This is the segment that has the highest pre-tax operating 
margin of 36% as of 2022 and is expected to maintain the 
margin moving forward as a result of successful structure. 
The management is expecting the digital & integration 
division to double its 2021’s revenue by 2025; creating an 
estimated of $6.5 billion revenue. The Henry Fund follows 
the management closely for the segment and gives a 
short-term growth rate of 20% for the next three years.  

 

Sources: SLB 10-K 

Reservoir Performance  

The Reservoir Performance division provides solutions to 
optimize reservoir productivity and performance. The 
Company provides services to evaluate, intervene, and 
stimulate reservoirs that help customers understand 
subsurface assets and maximize their value. The primary 

offerings include wireline, testing, and stimulation & 
intervention. [2] 

 

Sources: SLB 10-K 

Well Construction  

Well Construction is the largest segment that generates 
more than 40% of the company’s revenue. The segment 
combines the products and services the Company offers to 
optimize well placement and performance, maximize 
drilling efficiency, and improve wellbore assurance. [7] The 
primary offerings include providing operators and drilling 
rig manufacturers with services and products related to 
designing and constructing a well.  

 

Sources: SLB 10-K 
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Production Systems  

The Production Systems focus on technology development 
and provide expertise that enhances production and 
recovery from subsurface reservoirs to the surface, into 
pipelines and to refineries. [7]  The comprehensive portfolio 
of equipment and services includes subsurface production 
systems, subsea and surface equipment and services, and 
midstream production systems.  

In Q3 2022, SLB announced an agreement to form a joint 
venture to create One Subsea with Aker Solutions and 
Subsea 7. [8] The joint venture was officially closed in 
October 2023, with SLB owning 70% equity stake. As part 
of the collaboration, SLB will issue $306.5 million worth of 
SLB common stock to Aker Solutions. OneSubsea will be 
headquartered in Norway and Texas with over 11,000 
employees around the world. [8] The new business will 
include systems for wellheads, subsea trees, manifolds 
and flowline connectors, control systems, connectors and 
services designed to maximize reservoir recover and 
extend the life of each field. [7] 

 

Sources: SLB 10-K 

New Energy  

New Energy offers opportunities to drive for a low-carbon 
economy in different industries. The portfolio focuses on 
five emerging technologies: carbon solutions, hydrogen, 
geothermal and geoenergy, stationary energy storage and 
critical minerals. [7] 

Carbon Solutions  

Carbon capture, utilization and sequestration is critical to 
advance decarbonization for the global economy. The 
Company is enabling widespread adoption and exploring 
collaboration opportunities that go beyond subsurface 
characterization and well construction.  

Hydrogen  

As clean hydrogen is a type of versatile sources of energy 
and a key component of the energy transition, SLB is 
actively investing in hydrogen generation technologies.  

Geothermal & Geoenergy  

SLB has subsidiaries that provide the full spectrum of deep 
geothermal resource development services – from 
exploration and drilling to analysis, resource modeling and 
management, financial modeling and operational support.  

Stationary Energy Storage  

Solar or wind has been a large component of the world’s 
electricity systems and SLB is investing in startups like 
EnerVenue, a company that delivers large-scale, long-
duration energy storage for the electricity systems.  

Critical Minerals  

With the extraction knowledge that SLB has, it tries to use 
a differentiated direct lithium extraction process to 
produce a high-purity, battery-grade lithium material 
while reducing production time from over a year to just a 
couple of weeks. While being able to extract higher quality 
lithium, the Company found a solution to reduce water 
consumption and physical footprint as well.   

Cost Structure Analysis   

Cost of Services  

SLB’s cost of services includes the expenses it spent on 
providing well construction and production systems. The 
costs could include the physical as well as the labor costs 
needed for the services to be performed. Excluding the 
depreciation and amortization expenses for SLB, the cost 
of services has been ranging around 70 – 76% annually. 
Henry Fund is using the average cost of services over the 
decade as a starting point of the forecast and expects the 
company to have an improved margin of 1% annually. SLB 
has been recovering from the pandemic and saw a 3.5% 
reduction in the cost of services over the past year and is 
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expected that the technology enhancement that the 
company develops will lower the cost of services for SLB.  

 

Sources: SLB 10-K, Henry Fund 

Cost of Sales  

The cost of sales for SLB includes the expenses used in 
digital & integration and reservoir performance divisions. 
With its global network of research and development 
centers, SLB will utilize its latest technology to enhance 
industry efficiency and lower finding and producing costs, 
which would eventually bring the cost of sales down. The 
average cost of sales that SLB currently has is at a lower 
end of 90% but Henry Fund expects the Company to slowly 
improve its margin every year and bring the cost of sales 
to the lower 80% by 2032.  

 

Sources: SLB 10-K, Henry Fund 

Debt Maturity Analysis 

Over the past decade, SLB has been utilizing debt to fund 
its capital expenditure and other investment business and 
has a good reputation when it comes to paying off debt. It 

has a steady cash flow and large cash balances to repay its 
debt if something unexpected happens to the Company. 
For example, SLB continued paying shareholders a high 
dividend in 2020 and 2021, the two years where it was 
making a net loss due to the economic downturn with its 
cash balances. The Company has an A rating from S&P and 
an A2 rating from Moody’s, both indicating that it is a 
reliable company.  

Other than the $10.5 billion of long-term debt mentioned 
in the table below, the Company mentioned in the 10-K 
that they have credit facility agreements aggregating to 
$5.75 billion available to the Company for future uses.  

Five-Year Debt Maturity Schedule 

Fiscal Year Coupon (%) Payment ($mil) 

2023  940 
2024  1,021 
2025  1,696 
2026  955 
2027  1,464 
Thereafter  4,518 

Total  $10,594 
Source: SLB 10-K 

When compared to its peers, SLB has a much higher net 
debt since they are a larger corporation in general, but it 
has a fairly healthy net debt / EBITDA margin as compared 
to the industry. Therefore, the Henry Fund does not pose 
having that much debt as a major risk to the company.  

 

Source: FactSet 

ESG Analysis 

As a company whose main business focuses on oilfields 
and construction, it announced the commitments it plans 
to take to help achieve a 2050 net-zero greenhouse gas 
emissions target. Based on 2019 baselines, the strategy 
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proposed a reduction roadmap for the oil and gas value 
chain.  

By 2025, the Company hopes to achieve a 30% reduction 
in Scope 1 and Scope 2 emissions and 50% by 2030. By 
2030, SLB is also anticipating seeing a 30% reduction in 
Scope 3 emissions. [7] The Company announced the three 
key components to achieve the sustainability target: 
reduce operational emissions, reduce customer emissions, 
and take carbon-negative actions of sufficient scale to 
offset residual operating and technology emissions.  

While the other companies also have initiated to achieve 
Net-Zero admission in the next decades, SLB has the best 
ESG Score according to sustainanalytics.  

 

Sources: Sustainalytics 

RECENT DEVELOPMENTS 

Recent Earnings Announcement 

As much as 32% of SLB’s revenue was generated from the 
Middle East, making the region to be an important driver 
for the Company’s outlook. SLB is seeing that the Middle 
East is having a record level of upstream investment and 
Saudi Arabia, the world’s largest producer of oil and gas is 
expected to allocate nearly $100 billion to upstream oil 
and gas expenditure, a 60% increase compared to the 
previous 3 years as they are investing to achieve the 
production capacity of 13 million barrels per day by 2027. 
[7] The earnings call was concluded by SLB expects to have 
“accelerating activity in Well Construction, new 
opportunities for reservoir Performance in exploration 
and appraisal, expansion for Production Systems in subsea 
and digital will enhance it all”. [7] 

Throughout the presentation, the leadership constantly 
talked about technology adoption, as well as utilizing 
artificial intelligence for open data platforms, showing the 

active transition SLB is making to market itself as a global 
technology company.  

COVID-19 Impact 

Out of all industries, oil and gas is believed to be one of the 
greatly impacted industries by the pandemic, in a negative 
way. With the global lockdown and anxiety of traveling, 
crude oil’s futures once went below $0 due to an excess 
supply. [3] SLB’s stock performance has been greatly tied to 
the price of crude oil; therefore, the stock price, along with 
its revenue dropped to a record low during the pandemic.  

 

Sources: Yahoo! Finance 

As of 2023, the World Health Organization announced the 
ending of the global pandemic and the population seems 
to get comfortable again to resume activities like traveling 
and going back to the office; therefore, SLB is capturing the 
economic recovery as well as the increased demand for oil 
and gas and will be able to see growth in different divisions 
as companies resumed oil and gas productions and signed 
multiyear contracts with SLB.  

Russia-Ukraine War Impact  

Russia represented about 5% of SLB’s total revenue and 
the Company has suspended the investment and 
technology deployment in Russia after the start of the war 
but continued its core operation in the country. A year and 
a half after the start of the war and criticisms from the 
public, it announced that it would halt all shipments to 
Russia in July 2023. [8] In the announcement, SLB reassured 
investors that the exit of Russian business would not have 
any financial impact on the Company as it will continue to 
capture growth from other international markets. [8] 

In addition, the Russia-Ukraine war benefited oil and gas 
companies like SLB since Russia is a major oil supplier and 
the reduction in the supply caused the crude oil price to 
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increase over $110 per barrel. The oil prices continued to 
remain at an elevated level ever since.  

INDUSTRY TRENDS 

The industry has almost recovered back to the field 
production of crude oil before the pandemic and the 
demand for crude oil has been increasing so we would 
expect to see increased production over the next years.  

 

Sources: CSI Market 

Race to Net-Zero  

With the Paris Agreement on climate change, companies 
are actively trying to contribute its part to the globe and 
find solutions to lower emission levels. That being said, 
ESG and/or sustainability reports have been something 
that shareholders pay attention to since it shows 
company’s commitment to save the planet. SLB as well as 
its peers have published its commitments and constant 
progress to reduce greenhouse gas emissions.   

With 2019 greenhouse gas (GHG) emissions as a baseline, 
SLB is committed to achieving net zero by 2050. The 
extensive analysis and decarbonization plan that the 
Company developed focuses on addressing operational 
emissions, customer emissions, and carbon-negative 
actions. SLB commented that “75% of SLB’s baseline GHG 
footprint comes from the technologies our customers use” 

[8] As a result, SLB introduced a Transition Technologies 
portfolio that is designed to address fugitive emissions, 
flaring reduction, electrification, well construction 
emissions and full field development solutions.  

Currently, Weatherford and Baker Hughes outperformed 
their peers in Scope 1 and Scope 2 emission reduction as 
of 2022.  

 

Sources: Companies’ 10-K 

Adoption of Electric Vehicles  

Consumers have preferences in their vehicle choices and 
electric vehicles (EV) seemed to be an attractive choice 
when the average gas prices spiked to $5.7 per gallon in 
states like California back in early 2023. [13] As countries are 
working on reducing carbon emissions and footprint, the 
EV industry experienced high growth. According to EV-
volumes.com, the sales of electric cars doubled in 2021 
and rose another 55% in 2022, reaching a record of 10.1 
million units. [3] 

According to Bloomberg estimates, EVs on the road are 
expected to displace around 2.5 million barrels of oil 
demand daily by 2025, and electric cars will displace up to 
as much as 21 million barrels per day in oil demand by 
2050.[3] While it is certain that EVs will not replace all oil 
demand or crush SLB’s business, it is worth taking note the 
rising demand for other forms of energy and companies 
like BP are investing in renewable energy generator and 
announced plans to invest in EV charging stations.  

MARKETS AND COMPETITION 

Oilfield and Production  

SLB is the leader in the oilfield and production industry 
with a market capitalization that is more than its peer 
competitors combined, capturing a 12.52% market share. 

[4] 

 

Sources: FactSet 
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As the oil price tumbled in 2015 – 2016 and 2020 – 2021, 
the companies are still recovering from the pandemic so 
Henry Fund thought that it would be interesting to observe 
the net income and 2022 revenue growth from each 
company. Companies like Baker Hughes and Weatherford 
are still struggling with their recovery as they barely have 
$50 million net income annually; at the same time, 
Halliburton and National Oilwell Varco saw a 30% growth 
in revenue YOY. SLB is performing averagely as compared 
to its peers since we have Halliburton and Weatherford 
having a higher estimation of EPS for the fiscal year.  

 

Sources: Companies’ 10-K 

As we mentioned that the SLB stock price moves closely 
with the crude oil price, it is worth knowing that most of 
its peers also move similarly to SLB. The only outlier that 
does not performance as similarly to the industry is 
Weatherford, with the main reason being because it is a 
more innovative and new oilfield company that offers 
more technology solutions than the actual drilling 
productions as compared to the other peers. From the 
performance shown below, we can see that WFRD has a 
stock price increase of 86% over the year while NOV being 
the worst performer to have 8% reduction in stock price 
over the year.  

 

Sources: Yahoo! Finance 

Peer Comparisons 

Halliburton Co. (HAL)  

Halliburton Co. is one of the closest peers to SLB by 
engaging in the services and products that are related to 
the exploration, development, and production of oil and 
natural gas. HAL operates in two divisions: Completion & 
Production and Drilling & Evaluation. The Completion & 
Production segment delivers cementing, stimulation, 
intervention, pressure control, specialty chemicals, 
artificial lift, and completion services while the Drilling & 
Evaluation segment provides field and reservoir modeling, 
drilling, evaluation, and wellbore placement solutions that 
help consumers to optimize their well construction 
activities. [9]  Similarly to SLB, HAL operates in four regions 
but has a higher percentage of revenue generated in North 
America, making its political and foreign exchange 
exposure lower than SLB.  

 
Sources: HAL 10-K 

During its Q2 earnings call, HAL mentioned that it is 
expecting commodities, especially oil and gas prices to 
remain attractive, and customers are expected to have 
more work to complete and extend its activity plans to the 
next decade. With the positive outlook, the Company gave 
an estimated EPS of $2.98 - $3.29 for 2023.  

Baker Hudges Co. (BKR)  

Baker Hudges Co. is the second closest peer to SLB and it 
engages in the provision of oilfield products, services, and 
digital solutions. BKR operates in two divisions: the Oilfield 
Services & Equipment and industrial & Energy Technology. 
The Oilfield Services & Equipment designs and 
manufactures products and provides services for onshore 
and offshore oilfield operations while the industrial & 
Energy Technology combines expertise, technologies, and 
services for industrial and energy customers including on 
and off-shore, pipeline and gas storage, refining, 
petrochemical, distributed gas, flow and process control, 
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and industrial segments like nuclear, aviation, automotive, 
marine, food and beverage, mining, cement and utilities. 
[10] Baker Hudges has a more similar region distribution as 
SLB, with most of its revenue generated Middle East & Asia 
and slowly followed by North America.  

 

Sources: BKR 10-K 

During its Q2 earnings call, BKR mentioned that although 
it is seeing a market softness in North America in the 
oilfield sector, the losses are expected to be more offset 
by strength in international and offshore markets, making 
the spending cycle to be more durable and less sensitive 
to commodity prices. The Company currently has an 
estimated EPS of $1.44 - $1.56 for the year.  

Weatherford (WFRD)  

Weatherford International is a smaller-sized player in the 
oilfield industry, it provides equipment and services to the 
oil and natural gas exploration and production industry. It 
operates through three segments: Drilling and Evaluation 
offers managed pressure drilling, drilling services, wireline 
& drilling fluids; Well Construction segment includes 
tubular running services, cementation products, 
completions, liner hangers, and well services and lastly, 
Completions, and Production and Intervention segment 
that covers the intervention services and drilling tools, 
artificial lifts, production automation and software, sub-
sea intervention and pressure pumping services. [11] WFRD 
has a more balanced revenue portfolio than the other 
companies, although it still have more than 30% of its 
revenue generated from Middle East & Asia.  

 

Sources: WFRD 10-K, Henry Fund 

WFRD missed the Q2 EPS consensus by around 9% but 
increased its guidance for adjusted free cash flow due to 
the success in launching new technologies and solutions as 
well as earning several multi-year contracts. The Company 
is expecting to see an EPS of $4.48 - $5.36 for the year.  

National Oilwell Varco (NOV)  

National Oilwell Varco provides equipment and 
technology to the upstream oil and gas industry. It 
operates in three segments: Rig Technologies, Wellbore 
Technologies and Completion & Production Solutions. The 
Rig Technologies segment focuses on the engineering, 
manufacturing, and support of advanced drilling 
equipment packages and related capital equipment for oil 
and gas wells, it also designs, builds, installs and supports 
renewable energy equipment and technology. [10] 
Wellbore Technologies developed critical technologies, 
equipment, and services required to maximize customer 
oil and gas drilling efficiencies and economies. Lastly, the 
Completion & Production Solutions optimize the well 
completion process and production phase of a well’s 
lifecycle.[10] NOV only has two regions but has a 
significantly higher portion of revenue generated in North 
America as compared to other peers.  
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Sources: NOV 10-K 

In the Q2 earnings call, NOV informed investors that they 
will see a high inventory balance but will eventually 
reverse in Q4. It expects to see a greater pace of customer 
backlog conversion and will have improved profitability 
and improved FCF in Q4 and continuing into 2024. 
Therefore, it is expected to see an estimated EPS of $1.28 
- $1.65 for the year.  

ECONOMIC OUTLOOK 

Consumer Price Index  

The consumer price index, or other inflation measures like 
personal consumption expenditure has been the center of 
attention in the market as the U.S. saw a high inflation rate 
in 2022. The inflation rate peaked in June 2022 with a year-
to-year increase of 8.9% and as a result of the high inflation 
rate, the FED has raised the interest rate to 5.25%, a 
relatively higher rate as compared to previous years and 
increased the cost of borrowing for the companies.  While 
the FED has been combating inflation and it indeed came 
down significantly, the latest 3.69% annual inflation rate is 
still higher than the target rate of 2.0%.  

The stock market is slightly concerned about seeing a slight 
uptick in the consumer price index in July 2023, so 
everyone is paying close attention to the inflation data and 
FED’s reaction to it. Currently, the Henry Fund is 
anticipating to see an inflation rate of 3.7% in the next 6 
months, indicating that we are not seeing the inflation to 
come down to the expected level anytime soon.  

 

Sources: FRED database  

Oil Prices  

Other than SLB’s stock price having a strong correlation to 
the crude oil prices, a high oil price would increase 
transportation costs in every industry and would 
eventually cause an increase in the inflation rate. As 
mentioned previously, the economy is yet to have a stable 
and low inflation rate; the FED is still monitoring the 
personal consumption expenditure index to see if further 
actions are needed for the economy to cool off.  

From the chart below, we can observe that there is a huge 
increase in gasoline and fuel oil prices in August 2023 and 
continuing through September 2023. It is worth observing 
the oil price in the next couple of months and how it 
impacts the U.S. inflation and overall market.  

 

Sources: BLS.gov 

VALUATION 

Revenue growth (near- & long-term)  

Since oilfield companies’ operation is highly dependent on 
how the oil and gas industry has performed in recent 
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years, Henry Fund is expecting SLB to grow at a higher rate 
of 20% in 2023 and 2024, and eventually reach a steadier 
growth rate of 5% from 2025 onwards. The high growth 
rate for the next two years was projected based on the 
production increases and how there are more reported 
contracts signed for the next several years with the 
company. SLB has raised its guidance, especially for the 
digital & integration segment, where it is expecting to see 
its 2025 revenue to be double what it had in 2021.  

Profit margin forecasts 

SLB does not have a high profit margin since it has high 
operating costs for the services and products sold. Over 
the forecasted years, Henry Fund expects the operating 
margin to eventually improve by around 1% annually due 
to an improvement in operating costs and efficiencies 
generated by service integrations.  

Earnings estimates relative to the consensus 

Across the valuation model, Henry Fund has a more 
positive revenue estimation than FactSet as we believed 
that SLB will be able to benefit from the current high oil 
price and increase in production, but has lower earnings 
estimates because we are expecting to see a relatively 
similarly level of operating costs instead of a sharper 
reduction in cost structure than what FactSet is suggesting.  

 

Capital expenditure assumptions  

SLB has seen a decrease in capital expenditure since they 
are not operating as largely as it used to be a decade ago, 
currently, the Company has a steady annual capital 
expenditure of approximately $2.2 billion and that is how 
the Henry Fund is predicting the capex spending for the 
next decade.  

Payout policy forecasts (dividends) 

The payout policy for SLB is interesting to observe because 
SLB seems to decide the dividends to be paid for the year 
to tie back to the revenue generated in the previous years 
instead of in the fiscal year itself. Between 2016 to 2020, 

SLB experienced a net loss in four of the years in 2016, 
2017, 2019 and 2020, totaling $21 billion. However, SLB 
kept its dividends at $2.00 annually before decreasing to 
$0.88 in 2020, indicating that they are willing to spend its 
past cash balances to pay its shareholders. Henry Fund 
calculated the dividend yield with dividends paid out that 
year divided by the EPS on the previous year and found a 
dividend yield as high as 50%.  

DCF/EP Model  

With the revenue and cost forecast, the DCF and EP model 
found a target share price of $50 for SLB, which represents 
a 13% downside from the most current closing price on 
October 13, 2023 of $58.30. While the share price seems 
to represent a large downside, it is notable that SLB has a 
52-week price range of $42 - $62, proving that the share 
prices tend to swing along with the crude oil market which 
is sensitive to market data. While NASDAQ is seeing a 
target price of $56 to $69 for SLB, Henry Fund is definitely 
leaning toward the lower end of the range. The difference 
in consensus is mainly contributed by the lower operating 
margin forecasted; while Henry Fund is expecting to see a 
slow and steady improvement in operation costs, the 
market seems to expect higher efficiencies from the new 
technology. Henry Fund is on par with FactSet for the 
revenue forecast for the next five years till 2027E.   

DDM Model  

Henry Fund has a target price of $46 from the Dividend 
Discount Model while we are forecasting that it has a 50% 
dividend yield. The main reason for the low share price is 
also because of the low expectation on EPS as it does not 
seem that SLB would be able to receive as much 
elimination as mentioned; Henry Fund has a lower price 
range that represents a 20% reduction from the closing 
price on Friday, October 13.  

Relative Valuation  

As mentioned in an earlier part of the report, SLB is one of 
the industry leaders in the field so it is the best-positioned 
company in the industry. Therefore, Henry Fund is not 
putting much weightage on the Relative Valuation models 
since the peers have a lower average P/E, ROIC, EV/EBITDA 
and EV/sales ratio as compared to SLB. Halliburton is the 
only company that is expected to be able to generate a 
higher EPS for 2023 than SLB but the stock price is trading 
at a lower value which made its P/E ratios to be low.  
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Sensitivity Analysis  

Beta vs Risk-free rate 

Henry Fund is currently using the 5-year monthly adjusted 
beta that FactSet provided for SLB of 1.12 and the 10-year 
treasury yield as of 10/13/2023 of 4.62% as the risk-free 
rate. The risk-free rate is an important assumption made 
in the model as the risk-free rate was as low as 3.9% by the 
beginning of the year and has been affected by the fed 
fund rates and market environment. If the treasury yield 
dropped to a lower level, the DCF model will give us a 
higher valuation for SLB.  

 

WACC vs CV Growth of NOPLAT  

Using inputs like beta, risk-free rate, equity risk premium, 
and cost of debt, we could get a WACC or discount rate for 
the Company and SLB has a 9.45% WACC right now. Since 
SLB is a mature company that is in the commodity market, 
Henry Fund also gives SLB a relatively lower long-term 
growth rate of 2.5% in the CV year. If the valuation was 
done a year ago, SLB would not get such a high WACC value 
due to the market environment; therefore, we should 
observe how likely will the stock price valuation via the 
sensitivity table.  

 

Cost of sales assumption in 2023E vs Cost of sales 
improvement in 2024E – 2032E  

The sensitivity table tests how the cost of sales assumption 
will change the valuation price of SLB. Currently, the 91% 
cost of sales assumption for 2023 is an average operating 
cost that SLB has over the past decade and Henry Fund is 
expecting to see some sort of cost reduction from SLB due 
to the operation integration and increase in technology 
utilization.  

 

 Cost of service assumption in 2023E vs Cost of sales 
improvement in 2024E – 2032E  

Similarly to the sensitivity analysis above, this table tests 
on the changes in assumptions for the cost of services. 
Since well construction and production systems are the 
two bigger segments in SLB, any changes in assumptions 
here will affect the valuation model the most. With the 
small changes in cost assumptions and how well will SLB 
be able to improve its production, the stock price ranged 
from $10 - $90 in the table below.  

 

Digital Solution near-term and long-term growth rate 
assumption 

Since SLB mentioned that it is focusing on the expansion of 
the digital solution division and is expecting to see more 
companies have technology integrations since it could 
increase production and efficiency, Henry Fund thought 
that it is important to test the assumptions since we are 
giving a 20% growth rate in the next three years and a 10% 
growth rate in the following years. While the division is 
currently the least revenue-generating division as of 2022, 
it is expected to contribute more to the Company by 2027. 
In addition, the digital solution division has the best 
operating margin in the Company; therefore, a high 
growth rate would benefit SLB’s net income.   
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DISCLAIMER 

Henry Fund reports are created by graduate students in 
the Applied Securities Management program at the 
University of Iowa’s Tippie College of Business. These 
reports provide potential employers and other interested 
parties an example of the analytical skills, investment 
knowledge, and communication abilities of our students. 
Henry Fund analysts are not registered investment 
advisors, brokers or licensed financial professionals. The 
investment opinion contained in this report does not 
represent an offer or solicitation to buy or sell any of the 
aforementioned securities. Unless otherwise noted, facts 
and figures included in this report are from publicly 
available sources. This report is not a complete 
compilation of data, and its accuracy is not guaranteed. 
From time to time, the University of Iowa, its faculty, staff, 
students, or the Henry Fund may hold an investment 
position in the companies mentioned in this report. 

  



  
 

 

 
Page 14 

 
  

 

  



  
 

 

 
Page 15 

 
  

 

  



  
 

 

 
Page 16 

 
  

 

  



  
 

 

 
Page 17 

 
  

 

  



  
 

 

 
Page 18 

 
  

 

  



  
 

 

 
Page 19 

 
  

 

  



  
 

 

 
Page 20 

 
  

 

  



  
 

 

 
Page 21 

 
  

 

  



  
 

 

 
Page 22 

 
  

 

  



  
 

 

 
Page 23 

 
  

 

  



  
 

 

 
Page 24 

 
  

 

  



  
 

 

 
Page 25 

 
  

 

  



  
 

 

 
Page 26 

 
  

 

  



  
 

 

 
Page 27 

 
  

 

  



  
 

 

 
Page 28 

 
  

 

  



  
 

 

 
Page 29 

 
  

 

  



  
 

 

 
Page 30 

 
  

 


