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Occidental Petroleum (OXY) 
California Oil Growth Accelerates 
 

 
 
 
Summary and Recommendation 
 
Contrarian Buy-recommended Occidental Petroleum (OXY) offers a solid investment in oil 
production, mostly in the U.S., a strong financial position with low debt and a 2.4% dividend.  
Second quarter results released on July 26 traced the third consecutive quarter of 12%, or better, 
annual growth in crude oil production in California (see chart Oxy U.S. Crude Oil Production on 
page 2).  The progress lends credibility to an ambition first expressed last year to triple in ten 
years volume of crude oil, natural gas liquids and natural gas in the western state.  The company 
also expects growth in the Permian Basin of West Texas as more processing and transportation 
capacity is developed.  Oil production in California garners a world oil price currently $18 a 
barrel higher than the West Texas price.  Volume and profit trends support estimated Net Present 
Value of $120 a share, 81% concentrated on oil (see table Functional Cash Flow and Present 
Value on page 2 and table Next Twelve Months Operating and Financial Estimates on page 3).  
Concentration on oil has helped OXY stock outperform peers in the past four years and the 
prospects continue to look favorable for crude oil price, we believe.  Meanwhile, early signs of 
recovery from a depressed level are developing in natural gas.  The futures price for delivery over 
the next six years, settling at $4.30 a million btu on July 30, is above its 40-week average for the 
first time since July 2011 (see chart Six-Year and One-Year Natural Gas and Oil Futures on page 
9).   
 
Kurt H. Wulff, CFA  
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Disclaimer:  This analysis was prepared by Kurt Wulff, Manager of McDep LLC.  The firm used sources and data 
believed to be reliable, but makes no representation as to their accuracy or completeness.  This analysis is intended for 
informational purposes and is not a solicitation to buy or sell a security.  Past performance is no guarantee of future 
results. 
 
McDep or its employees may take positions in stocks the firm covers for research purposes.    No trades in a subject 
stock shall be made within a week before or after a change in recommendation. 
 
Certification:  I, Kurt H. Wulff, certify that the views expressed in this research analysis accurately reflect my 
personal views about the subject securities and issuers.  No part of my compensation was, is, or will be directly or 
indirectly related to the specific recommendations or views contained in this research analysis. 
  
Research Methodology/Ratings Description:  McDep LLC is an independent research originator focused on oil and 
gas stocks exclusively.  The firm applies the forty years of experience of its analyst to estimate a present value of the 
oil and gas resources and other businesses of covered companies.  That value is compared with a company’s stock 
market capitalization and debt.  Stocks with low market cap and debt relative to present value tend to outperform stocks 
with high market cap and debt relative to present value.  Buy recommendations are expected to deliver a total return 
better than 7% per year above inflation.  Hold recommendations assume the attributes of the underlying business are 
reflected in the current price of the stock.  Sell recommendations are expected to deliver a total return less than 
inflation.  


