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We recommend a HOLD rating for Marathon Petroleum Corporation (MPC) with 
a target price range of $150–$170 and a DCF-target price of $162, representing 
around a 4% upside from the current stock price.  
 
Drivers of Thesis 
• Improvement in Crack Spreads  

In 2025, we forecast the crack spread to increase to $20.37 compared to 
2024, which realized a $17.19 crack spread, driven by two major refineries 
closing in the US, and increased demand for refined products resulting in 
higher sales prices.    

• Strong Outlook for Midstream Expansion and Performance 
We expect Marathon Petroleum’s midstream business (MPLX) to contribute 
an average 5% revenue growth, driven by significant investments in 
enhancing connectivity between the Permian and Marcellus Basins, and Gulf 
Coast LNG export terminals.  

• Growth in Renewable Diesel  
Demand for renewable diesel is expected to reach level highs in 2025, and 
with Marathon’s new Martinez facility in California breaking a profit after two 
years, we expect this segment to be a steady source of growth for the 
company.  

Risks to Thesis 
• Increased Cost of Inputs due to Canadian Tariffs 

If the Trump Administration implements a 10% tariff on Canadian oil imports, 
we anticipate refining crack spreads to weaken in Mid-Continent refineries, 
given that 23% of Marathon’s oil is sourced from Canada.  

• Policy Uncertainty for Renewable Diesel Segment 
While the newly segmented renewable diesel operations holds promise, we 
forecast strains on profitability due to uncertainty with the IRA- 45Z Clean 
Fuel Production Credit and Renewable Identification Number Sales.   
 

 

Henry Fund DCF $162 
Henry Fund DDM $121 
Relative Multiple $213 
Price Data  
Current Price $156 
52wk Range $130 – 221 
Consensus 1yr Target $157 
Key Statistics  
Market Cap (B) $48 
Shares Outstanding (M) $312 
Institutional Ownership 75% 
Beta 0.73 
Dividend Yield 2.4% 
Est. 5yr Growth 4.6% 
Price/Earnings (TTM) 14.7 
Price/Earnings (FY1) 10.8 
Price/Sales (TTM) 0.4 
Price/Book (mrq) 2.6 
Profitability  
Operating Margin 2.6% 
Profit Margin 2.5% 
Return on Invested Capital 6.2% 
Return on Equity (TTM) 17.7% 

 

Earnings Estimates 
Year 2022 2023 2024 2025E 2026E 2027E 
EPS 

HF est. 
$28.31 

 
$23.73 

 
$10.11 

 
$6.62 
$9.92 

$12.03 
$13.50 

$14.72 
$14.15 

Growth 84.6% -16.18% -57.4% -34.52% 81.72% 22.36% 

12 Month Performance Company Description 

 

Marathon Petroleum is a leading integrated 
downstream company in the U.S., specializing in 
refining and marketing crude oil, with a strong 
midstream presence through MPLX’s pipeline 
network and storage terminals. The company has 
geographic exposure in the Mid-Continent, Gulf 
and West Coast regions with a combined refining 
capacity of 2.95 million barrels per day across 13 
refineries. In line with its sustainability goals, 
Marathon has also expanded its renewable diesel 
division to enhance its low-carbon fuel offerings. 
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COMPANY DESCRIPTION 

Marathon Petroleum Corporation, headquartered in 
Findlay, Ohio, is a leading integrated downstream 
company specializing in the refining, marketing, and 
transportation of petroleum products.  

Originally part of Marathon Oil, Marathon Petroleum 
became an independent entity in 2011 enabling greater 
operational and financial efficiency. Since then, Marathon 
has seen tremendous success and today operates the 
largest refining system in the United States with a total 
refining capacity of 2.95 million barrels per day, in addition 
to 20,000 miles of pipeline ownership and control, and 
8,300 retail locations. As seen below, Marathon 
contributes to 17% of the total US crude refining capacity 
and is only forecasted to grow as the company invests in 
increasing refinery capacity and efficiency.  

The company has three primary operating segments – 
Refining and Marketing, Midstream (MPLX), and a newly 
established Renewable Diesel segment, previously part of 
the refining business. 

Source: MPC 10-K, MPLX Climate Report, 2024 Q4 Earnings 

Refining and Marketing 

Refining and marketing is the primary revenue generating 
segment in the MPC portfolio. Upon crude oil reaching one 
of the 13 refineries operated by MPC, the crude undergoes 
several purification processes such as distillation, catalytic 
cracking, and coking, to yield a variety of refined products 
such as gasoline and distillates, propane, and other 
petroleum-based feedstocks. These products are then sold 
to wholesale and retail customers domestically and 
internationally.   

Marathon is well positioned to process a combination of 
sweet and sour crudes. In 2024, their basket consisted of 
43% sour and 57% sweet crude throughput. This has been 
consistent over the years, but there has been a slight 
overall decrease in sour crude processing, which we 
forecast will continue to decline.   

Marathon’s refineries operate in three of the five US 
Petroleum Administration for Defense Districts (PADD’s)- 
Mid-Continental, US Gulf Coast and West Coast, which 
allows them to strategically optimize production revenues 
by capturing different regional pricing.  

Mid-Continent Refining Operations 

Total Refining Capacity: 1,170 mb/d 
Number of Refineries: 8  
Proportion of MPC Capacity: 40% 
Refining and Marketing Margin: $15.77 bbl 
Sweet and Sour Crude Throughput: 76% / 24%  

The Mid-Continent region benefits from strong 
connectivity to several major shale plays. Key domestic 
sources include the Bakken formation in North Dakota, 
Utica Shale in Ohio, and oil deposits across Utah, Colorado, 
and Wyoming. This access to diverse domestic crude 
sources enhances refining flexibility to sweet and sour 
crudes and efficiency in the region.  

This PADD is the most susceptible to changes in the supply 
chain as Canadian oil is a major input in Midwest 
refineries. The Detroit refinery, connected to the Enbridge 
pipeline, transports just under 30% of Marathon’s crude 
input and carries light Western Canadian Select (WCS) in 
addition to the Salt Lake City refinery processing Canadian 
Sand Crude. While the proposed tariffs will undoubtedly 
have a negative effect on the crack spread in this region, 
Marathon seems confident that the cost will primarily be 
borne by Canadian producers and will be reflected in 
heavier discounted differentials.  

However, if these differentials do not adjust as expected, 
the potential increase in refined product prices could still 
support crack spreads. Although higher pump prices may 
slow retail demand, the overall impact on refining margins 
could remain positive due to stronger product pricing.  

West Texas Intermediate prompt pricing is utilized in this 
region, while refined product sales are determined based 
on the Chicago CBOB gasoline and ultra-low sulfur 
distillate prices.  
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US Gulf Coast Refining Operations 

Total Refining Capacity: 1,228 mb/d 
Number of Refineries: 2  
Proportion of MPC Capacity: 42% 
Refining and Marketing Margin: $15.05 bbl 
Sweet and Sour Crude Throughput: 44% / 56%  

The USGC PADD, while only consisting of the Galveston 
Bay refinery in Texas and Garyville in Louisiana, 
contributes an impressive combined processing capacity, 
and are also the largest refineries in Marathon’s portfolio. 
These refineries provide strategic access to export markets 
and extensive domestic pipeline networks.  

With the Trump administration encouraging the 
development on LNG facilities in the Gulf Coast, we expect 
Marathon to greatly benefit from their proximity to the 
export terminals and forecast the USGC PADD to increase 
its overall proportion of MPC refining in this region in the 
coming years.  

USGC refineries utilize the Magellan East Houston (MEH) 
prompt price as their crude input price, while the refined 
product sale prices are based on the USGC CBOB unleaded 
regular gasoline and USGC ultra-low sulfur diesel prices.  

West Coast Refining Operations  

Total Refining Capacity: 552 mb/d 
Number of Refineries: 3  
Proportion of MPC Capacity: 18% 
Refining and Marketing Margin: $18.29 bbl 
Sweet and Sour Crude Throughput: 39% / 61%  

West Coast Operations provide a unique positioning for 
the company not only because of its heavier sour crude 
processing capabilities, but also from a sustainability 
perspective. Due to greater environmental regulation in 
California, the Los Angeles refinery is a major producer of 
California Air Resources Board (CARB) gasoline and diesel 
fuel, which is a cleaner burning alternative. This asset 
remains as one of the most competitive refineries in the 
region and by the end of 2025, Marathon expects a 20% 
rate of return from their expenditure on low-carbon 
refining.  

However, this PADD also has risk exposure to Canadian 
tariffs. The Anacortes refinery based in Washington, 
processes crude from the Bakken formation and North 
Slope in addition to Western Canadian Select (WCS) crude 

through the Trans Mountain Pipeline (TMX). The proposed 
10% energy tariff on Canadian oil will further squeeze on 
refining margins in this region. 

The Kenai refinery in Alaska presents an interesting 
situation for Marathon. After purchasing it from 
ConocoPhillips in 2018, Marathon considered selling the 
asset within a year. The company ultimately decided to 
retain it in hopes of developing an LNG export terminal, 
which even gained approval from the Federal Energy 
Regulatory Commission (FERC). While there is some 
optimism fueled by the Trump administration for Gulf 
Coast LNG projects, prospects in Alaska appear less 
promising despite the meeting between President Trump 
and Prime Minister Ishiba of Japan for a $44 billion Alaska 
LNG project. The hesitation stems not just the delay in the 
project timeline, which is not expected to begin exports 
until 2031, but also because a similar project was proposed 
earlier and despite significant investment by Alaska, the 
project fell through. Kenai’s LNG expansion plan has been 
pushed back to 2025, so it will be interesting to see if the 
company explores revamping the Alaka LNG export 
facility.  

From a pricing standpoint, the West Coast PADD utilizes 
the Alaska North Slope (ANS) prompt price, while refined 
product prices are based on LA CARBOB gasoline and 
diesel prices. This region generally observes higher crude 
and refined product prices, driven by limited distribution 
connectivity compared to the Mid-Continent and Gulf 
Coast regions, which benefit from more extensive pipeline 
infrastructure. 

Midstream  

Marathon’s midstream segment, MPLX, is a master limited 
partnership that gathers, stores and transports 
hydrocarbons and related products, and serves primarily 
for Marathon’s refining business. This business spun off 
from MPC in 2012, but maintains a 64% ownership in the 
company.  

MPLX’s midstream infrastructure includes pipelines for 
both crude oil and refined products, inland marine 
terminals, storage tanks and terminals, and gathering 
systems for oil and natural gas. The company comprises 
two operating segments- crude oil and products logistics, 
and natural gas and NGL services.  

Crude Oil and Products Logistics 
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This segment operates a variety of logistics infrastructure 
including pipelines, refining logistics, fuels distribution, 
storage terminals, crude gathering facilities, marine 
operations, and rail and truck transportation. MPLX 
includes a combination of wholly owned and joint venture 
partnerships for their midstream assets that appear on 
MPC’s balance sheet as equity method investments. 

As of 2024, this segment contributed to 65% of MPLX’s 
nearly $7 billion EBITDA. In 2025, $250 million is being 
allocated to capital expenditure of their crude oil logistics.  

Natural Gas and NGL Services 

While MPLX’s natural gas and NGL segment accounts for a 
smaller share of its EBITDA at 35%, the company 
anticipates significant growth in this area. Its 
geographically diverse gathering systems are strategically 
connected to major U.S. basins, including the Marcellus, 
Utica, Southern Appalachia, Southwest, Rockies, and 
Bakken formation.  

$1.45 billion is being invested into this segment in 2025 as 
part of the company’s NGL wellhead to water strategy, 
estimated to fully commence in 2028. This project will be 
a significant driver of growth for both MPC and MPLX. As 
the Permian basin continues growing to becoming one of 
the most prolific oil and gas-producing regions in the US, 
Marathon’s infrastructure will play a crucial role in 
transporting hydrocarbons to the Gulf Coast for export. 
One of the key challenges in the Permian today is the lack 
of sufficient transportation capacity for natural gas, 
leading to significantly discounted WAHA gas prices 
compared to the benchmark Henry Hub. Additionally, with 
two new NGL fractionators coming online, Marathon is 
well-positioned to becoming a key supplier for LNG export 
terminals in the Gulf Coast.  

Renewable Diesel 

The renewable diesel segment is a new operating division 
that was previously part of Refining & Marketing. In 2024, 
Marathon Petroleum decided to separate this business to 
improve peer comparison and provide better visibility into 
its renewable and biofuels portfolio, which has 
experienced significant growth. As part of this strategy, 
Marathon converted two of its petroleum refineries- 
Dickinson in North Dakota and Martinez in California, into 
renewable fuel production facilities.  

Marathon has also formed several joint ventures, including 
a partnership at the Martinez plant, such as the Green 
Bison Soy Processing Facility and LF Bioenergy plant, along 
with various ethanol plants and pretreatment facilities. 
These facilities not only help Marathon advance its 
sustainability goals through carbon offsetting, but they 
also generate Renewable Identification Numbers (RINs) 
and Low Carbon Fuel Standard (LCFS) credits from 
renewable diesel sales.  

The renewable diesel segment, despite its promising 
future growth, still faces some uncertainty due to the 
political climate, which poses a risk to profits. The 45Z 
clean fuels production credit, part of the Inflation 
Reduction Act, is currently under threat of repeal by 
Republican lawmakers. However, renewable diesel and 
biofuels are expected to reach the highest demand levels 
ever seen.  

We believe renewable diesel will gradually grow within 
Marathon’s portfolio, as many agricultural states are likely 
to push back against the repeal. Additionally, corn and 
soybeans, which are key feedstocks for biofuels, are 
heavily influenced by ethanol prices, which further 
incentivize farmers and leaders within those states to 
support the industry. That being said, the company based 
on their 4Q 2024 earnings call, does not intend to invest in 
this segment in the near future. This signals that the 
company, while optimistic about the segment, might wait 
until the industry reaches political stability.  

Revenue and Cost Structure  

Sales and Operating Revenue 

Historically, around 96% of Marathon’s sales are driven by 
refined products and the rest from the midstream 
business. Product yields have stayed consistent over the 
years, which is primarily due to the chemical composition 
of crude oil. There is a limited range of flexibility in deriving 
refined products although gasoline and distillates have the 
highest sale prices and demand. 

Additionally, production yields in refining often fall short 
of sales quantities. This is common in the downstream 
industry due to the logistical challenges of transporting oil. 
Upstream oil producers submit nominations for sales to 
refiners based on their expected production for the 
month, but these predictions are not always accurate. 
Pipelines also batch their oil supply, meaning refineries 
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physically receive a barrel of oil that was sold to them in a 
previous month, much later, as a lag batch. To fulfill these 
gaps in their supply contracts, refineries often purchase 
crude from storage terminals. For Marathon, this gap has 
averaged around 16% over the past three years, and we 
expect similar levels in the future as well. 

Marathon reports an average refined products sales price 
in their 10-k. As mentioned earlier, while each PADD 
recognizes different regional prices, this average sales 
price is based on the Chicago CBOB gasoline and ultra-low 
sulfur distillate prices. These prices have near to a 96% 
correlation with oil prices and in our forecast computed 
futures sales prices to reflect that.  

Source: MPC 10-K 

Cost of Revenues 

For petroleum refineries, the most significant cost driver is 
the cost of their input- crude oil. There are different 
prompt prices based on the PADD and their crude supply 
source, but Marathon also computes a blended prompt 
price that reflects a crude price based on their refining 
capabilities by location- 40% Mid-continent, 42% Gulf 
Coast and 18% West Coast.  

Over the next four years, our forecast for oil prices ranges 
in the mid $60’s to low $70’s due to higher US oil 
production and a greater emphasis from the government 
encouraging producers to lower oil prices through supply.  

In 2025, we forecast a blended oil price for Marathon at 
$67.45 resulting in a crack spread of $20.37 which is 
almost a 20% improvement over the previous year. On 
average, this contributes to 91% of Marathon’s total 
revenue.  

Capital Structure 

Debt Financing 

Marathon’s capital structure enables them to leverage 
debt financing due to their consistent positive operating 
cash flows. In February 2025, the company announced a 
$2 billion senior notes offering intended to repay its 
outstanding notes due in May of 2025. $1.1 billion or 55% 
of the notes are due in 2030 and the other 45% in 2035 
with a 5.15% and 5.7% rate respectively.  
Marathon has a BBB debt rating, which is comparable to 
its peers.    

Source: FactSet DCS 
 

Equity Financing 

As of Q3 of 2024, Marathon has an $8.3 billion share 
buyback authorization, which it plans on carrying out 
incrementally. In the span of 4 years, the company’s 
weighted average shares outstanding has gone from 634 
million to 340 million in 2024, which is over a 45% 
decrease. In the 2024 Q4 Earnings call, the company 
emphasized their commitment to shareholder value 
generation and mentioned that MPLX cash distributions 
will go towards dividends and MPC’s capital expenditures, 
expected to be around $1.25 billion based on guidance.  

ESG Analysis 

Marathon has been actively prioritizing initiatives and 
practices centered on emission reduction, safety, and 
sustainability not only in its operations, but also in the 
communities they operate and serve in.  

According to their Climate Report, 40% of 2024 capital 
expenditure is attributed to their low-carbon projects such 
as their Los Angeles refinery producing fuel compliant with 
California Air Resources Board (CARB) standards, and NOx 
emission regulations. Marathon’s renewable diesel and 
fuel production is also a step in the right direction for the 
company long-term. By 2035, the company is aiming for a 
38% scope 1 and 2 emissions reduction as well as reducing 
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water usage by 20%. Marathon has a medium ESG risk, 
which is the lowest among its peers.  

  

Source: MorningStar – Sustainalytics 

RECENT DEVELOPMENTS 

2024 Q-4 Earnings Announcement 

On February 7, 2025, Marathon announced its Q4 2024 
earnings, surpassing EPS consensus estimates by $0.75 per 
share despite a weaker quarter. Refining margins declined 
27% year-over-year, driven by lower crack spreads in the 
Mid-Continent PADD and margins returning from the 
high’s resulting from oil supply shortages from Russia. 
However, strong performance in MPLX helped offset some 
of the losses from refining. Additionally, the renewable 
diesel segment made a profit in Q4 after 2 years of losses. 
Marathon intends to let this segment stabilize in the near 
future before investing more capital into it.  

Management Guidance 

In 2025, Marathon plans on investing heavily into its 
midstream operations. Primarily the two fractionation 
plants along the gulf coast and NGL gathering system to 
support LNG exports, expected to begin operations in 2028 
and 2029.  

In addition to the $2 billion investment in MPLX, MPC is 
investing into their Los Angeles refinery to improve its 
competitiveness with environmental standards, the 
Robinson refinery in Illinois to increase jet fuel yields, and 
the Galveston refinery in Texas to increase ultra-low sulfur 
diesel yield and increase refining capacity by 90 mb/d to 
increase refining capacity.  

Canada Tariffs 

One of the biggest risks for Marathon Petroleum is the 
impact of tariffs on Canadian oil imports. In 2024, over 22% 
of the company’s crude feedstocks were imported from 

Canada, primarily supplying their Mid-Continent 
refineries, with some minor exposure in the West Coast as 
well. While the administration initially proposed a 25% 
tariff on all imports, energy tariffs were later reduced to 
15%. Despite a month-long delay, the administration looks 
like it will move forward with implementing these tariffs 
and will likely put additional pressure on refining margins. 

Source: MPC 10-K  

Policy Uncertainty Around Clean Energy  

Under the Biden administration, clean energy initiatives 
were strongly supported through incentives like the 
Inflation Reduction Act, which provided significant tax 
credits for renewable fuels. However, with the new 
administration prioritizing fossil fuel production, there is a 
growing risk that these tax credits could be repealed.  

Since 2023, Marathon has made investments in renewable 
diesel and biofuels. While the potential loss of these 
incentives could pressure profitability, the demand for 
biofuels is still expected to grow in 2025 and 2026. 
Additionally, several Republican-led agricultural states 
have opposed the repeal, as it could majorly impact corn 
and soybean production and prices, which are key inputs 
for biofuels.  

LNG Exports 

Liquefied natural gas (LNG) exports have significantly 
increased following the Russian war, as the European 
energy grid, heavily dependent on Russian natural gas, 
shifted to seek alternative sources of energy. While the 
effects of the supply cuts have stabilized, the Trump 
administration is very much in favor of developing LNG 
export facilities and terminals along the Gulf Coast- 
namely Texas and Louisiana.  

This is advantageous for Marathon as they are investing 
heavily into increasing their pipeline connectivity to the 
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export market and building two fractionation complexes in 
the region as well. The pipeline, connected to the Permian 
basin, is a key source of natural gas for export markets and 
will position Marathon to capitalize on this growth. 
Marathon also could see further benefits from this in their 
Kenai refinery to export LNG to Japan, however, there is 
still a lot of uncertainty around that project.  

INDUSTRY ANALYSIS 

The petroleum refining industry is dominated by a select 
group of companies due to high barriers of entry. This 
capital-intensive business requires significant investment 
in infrastructure and strict compliance with health, safety, 
and environmental regulations.  

Additionally, due to the fungibility of refined products, the 
real competitive advantage for downstream refiners 
comes from their low refining margins and efficiency.  

Companies in this industry generally fall into two 
categories: vertically integrated oil majors such as 
ExxonMobil, Chevron, and BP, which leverage their 
upstream operations for a steady crude supply, and 
independent refiners like Marathon Petroleum, Valero 
Energy, and HF Sinclair, while smaller, focus on select 
geographic regions and operate with high efficiency to 
remain competitive.  

Crack Spread 

Refining margins, also known as the crack spread, indicates 
the price difference between a barrel of crude oil and the 
derived refined product yields. The most common crack 
spread is the 3:2:1 crack spread, which implies that for 
every 3 barrels of crude oil, 2 barrels of gasoline and 1 
barrel of diesel is produced. Higher crack spreads are ideal 
as it indicates greater profitability.  

An important factor to note is that crack spreads are 
indicative of the overall industry’s performance and not a 
metric that determines an individual refiner’s profitability.  

Marathon computes a crack spread for each of its PADD’s, 
but also utilizes a blended crack spread for reporting 
purposes. Despite lower crack spreads in 2024, Marathon 
is optimistic about improved margins in 2025.  

We forecast, that the crack spread over the next four years 
will be $20.37, $21.54, $22.01, and $22. Due to greater 

political uncertainty in 2025, we do not expect the spread 
to be as high as it could be.  

Source: MPC 10-K  

Crude Inventory Levels 

Inventory levels provide insight into supply levels in the 
market. When inventories are high, there is an oversupply 
of oil, pushing prices down and this lowers overall refining 
margins if demand does not adjust as well. 

On the other hand, when inventories are low, prices are 
driven higher, which also has a negative impact on margins 
as the cost of inputs for the refinery is higher.  

Due to the global connectivity of oil markets, the supply of 
oil is not just influenced by US production, but also from 
OPEC+ countries and other major producers like China, 
Canada, and Russia.  

Demand Fluctuations 

Demand for refined products tends to follow seasonal 
patterns. Gasoline consumption peaks in the summer due 
to increased travel, while winter sees higher demand for 
heating oil in residential and commercial properties. 

Beyond seasonality, macroeconomic factors also play a 
significant role in influencing demand. During periods of 
economic growth, increased industrial activity and higher 
energy consumption drive greater demand for refined 
products, specifically in the transportation and 
manufacturing industries. During recessions or slow 
economic growth periods, reduced industrial activity and 
lower consumer spending lead to a decline in fuel demand. 
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Energy Transition  

Over the years, the energy transition to renewable and 
carbon-free sources of fuel has been growing in 
importance, however the shift is likely to be slower than 
anticipated. Refineries have been increasing their 
competitiveness through establishing a renewable diesel 
or biofuel segment and producing cleaner burning fuels 
like CARB gas in California.  

While this is an important long-term growth strategy, we 
anticipate increased policy uncertainty around the tax 
credits and incentives such as the 45Z Clean Fuel 
Production Credit and RIN sales that drives revenue in this 
segment.  

PEER COMPARISONS 

Key Players 

Exxon Mobil 

Total Refining Capacity: 5000 mb/d  
Number of Refineries: 21  
Locations:  US, Singapore, and Canada  
 
HF Sinclair  

Total Refining Capacity: 678 mb/d 
Number of Refineries: 7 
Locations: Rockies, Mid-Continent, Southwest 
 
PBF Energy 

Total Refining Capacity: 1,000 mb/d 
Number of Refineries: 6 
Locations: East Coast, Mid-Continent, Gulf Coast  
 
Philllips 66 

Total Refining Capacity: 2,200 mb/d 
Number of Refineries: 11 
Locations: US, UK Germany  
 
Valero Energy  

Total Refining Capacity: 3,200 mb/d 
Number of Refineries: 15 
Locations: US, UK and Canada 
 

Comparison Metrics 

Gross Margin 

Gross margin is a key indicator in the petroleum refining 
segment as it reflects the profitability of converting crude 
oil into refined products. Higher gross margins indicate 
that a refiner is able to generate more revenue per barrel 
processed, which is an important component of 
competitive advantage in refining. In 2024, Marathon 
Petroleum ranked first among its peers in gross margin, 
due to its high refinery utilization rates and differentials.  

Source: FactSet 

Throughput  

Refinery throughput refers to the quantity of crude oil that 
is being processed everyday. Marathon in 2024 had a 
refinery throughput of 2,933 mb/d, which was slightly 
higher than their refinery utilization in 2023. It ranked 
second among its peers in 2024, and very close to Valero 
Energy although Valero had a much higher throughput 
than Marathon in 2023.  

Source: Factset  
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Return on Invested Capital  

Marathon ranked second among its peers in ROIC which 
indicates that the company is able to efficiently allocate its 
capital and generate strong returns on their investments. 
This is a particularly important metric for Marathon as they 
are investing heavily into their refineries and midstream 
segment to improve yields and refining margins.  

Valero Energy’s high ROIC could be attributed to the 
company’s heavy investment in their renewable biofuel 
segment. Their joint venture investment with Diamond 
Green Diesel into sustainable aviation fuel (SAF) became 
fully operational in 2024 and positioned the company to 
become a leader in the industry.  

 
Source: MPC 10-K, Facset 

ECONOMIC OUTLOOK 

GDP Growth  

GDP growth is a strong indicator of demand for refined 
products due to greater industrial activity. The Henry Fund 
projects an average GDP growth of 2.63% over the next 
two years, signaling steady demand for transportation 
fuels and industrial feedstocks. This growth supports our 
forecasts for strong refinery utilization rates and refining 
sales prices.  

The refining industry is also a major contributor to the 
GDP. In 2022, the industry contributed a total of $688 
billion and that number is likely to have increased within 
the past two years.  The American Fuel and Petrochemical 
Manufacturers states that for every $1 of GDP generated 
by the refining industry, there is a $3 increase in GDP 
indirectly through increased economic activity, 
employment, and tax revenue.  

 

Source: Oxford Economics – AFPM  

Inflation  

Inflation plays a role in realizing crack spreads as it 
influences both input crude oil costs and refined product 
sales prices. Higher inflation can drive up oil prices, labor 
costs, and operational expenses, which are determinants 
of profitability and competitive advantage within the 
refining industry. The Henry Fund estimates a 3.06% 
Consumer price index (CPI) inflation rate over the next two 
years. Typically, refined product sale prices tend to adjust 
accordingly to movements in oil prices, so the impacts of 
inflation are corrected.  

 

 

Source: EIA  
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VALUATION 

WACC 

We calculated a weighted average cost of capital (WACC) 
of 7.04% incorporating the reported 2024 balance sheet 
debt weights, a 10-year Treasury bond yield of 4.34% as 
the risk-free rate, a 0.73 raw 2-year beta, a 6.82% pre-tax 
cost of debt, and a 5% equity risk premium. We chose a 
shorter beta time frame to better capture the company’s 
post-COVID performance and account for the ongoing 
geopolitical conflicts in Russia and the Middle East.  

DCF and EP Model  

We computed a target price of $162 for Marathon 
Petroleum based on our DCF and EP model. This reflects 
nearly a 4% upside from what the stock is currently 
trading. This model aligns with our assumptions in growth 
in the renewable diesel and midstream segments and  
captures the company's long-term expansion potential. 

DDM Model  

We arrived at a target price of $121 based on our dividend 
discount model which implies a 20% discount. Given 
Marathon’s consistent earnings distribution to 
shareholders, we did give a sizeable weight to this model 
in our final price target recommendation. This model 
better reflects that refining margins will improve, but it will 
be more gradual in recovery.  

Relative Valuation  

Our relative valuation model yielded a $213 price for 2025 
which reflects a significant premium over the current price 
as we compared Marathon among its peer group – Exxon 
Mobil, HF Sinclair, PBF Energy, Phillips 66 and Valero 
Energy. Due to the competitive nature of the refining 
industry and the importance of maintaining strong 
margins relative to peers, we believe this model provides 
a meaningful assessment of Marathon’s valuation but 
does overinflate the value as Marathon has the highest 
EPS among its peer group in 2025 and 2026.  

Analyst Price Targets 

Comparing our three valuation models to the average 
consensus stock price of $157 among a range of $134 to 
$183, we believe that our assumptions are in line with the 

market. While we anticipate growth in the refining 
industry and for Marathon, driven by its investments in 
renewable diesel and midstream expansion, we recognize 
that refining margins, which form the core operations for 
Marathon, will take time to fully recover.  

Sensitivity Test 

We evaluated our model price against various pre-tax cost 
of debt inputs and risk-free rates to determine how 
sensitive Marathon’s pricing is to these variables. We 
found that the stock price is significantly impacted by a 
high-risk free rate as investors are more likely to invest in 
bonds over stocks, which would require a much higher 
return to make it an attractive investment.  

 

 

KEYS TO MONITOR 

Overall, we anticipate Marathon Petroleum to perform 
steadily over the next few years, which is why our 
recommendation is HOLD on the stock. The main sources 
of concern stem from higher crude costs driven by 
Canadian tariffs in place, and concerns over the renewable 
biofuel tax credits, which drive profitability in the sector 
through the sale of Renewable Identification Numbers 
(RIN).  

On the flip side, we expect strong growth in the midstream 
sector due to their infrastructure investment into 
expanding Permian oil connectivity to LNG export markets 
and steady performance from the renewable diesel 
segment.  
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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. 
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