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AIRLINES
SOUTHWEST AIRLINES

Southwest Executives repeatedly boasted of record revenue in 2022

In Early December, Southwest’s CEO boasted to investors that “our operational performance
has really improved since May” and of their “record revenues in the third quarter.” “Robert E.
Jordan. CEO & Director: We started the year with the Omicron wave in January -- then February,
then we had a surge in demand in March that has kept pace since, and business demand has
improved meaningfully as well, which is very welcome. And our operational performance has
really improved since May, and that just makes everything so much more stable. And all those
things in part to our hiring efforts because we're just so much better staffed. We had record
quarterly profits and revenues in the second quarter. We had a solid profit, record revenues in the
third quarter, and our outlook here for the fourth quarter is very healthy, which is just terrific.”
(Southwest Airlines, Investor Day, 12/7/2022)

Southwest’s CFO: “We set several quarterly records, including all-time high quarterly
revenues in the second quarter.” “Tammy Romo, Executive VP & CFO: As Bob mentioned, this
has been quite a year. I think we all agree with that. Despite a rocky start due to Omicron, we
have made tremendous progress this year. We set several quarterly records, including all-time
high quarterly revenues in the second quarter. We have performed within our full-year 2022 cost
guidance that we provided back in January, the only U.S. airline to do so.” (Southwest Airlines,
Investor Day, 12/7/2022)

Southwest’s CFO: “Barring any significant unforeseen events, we expect to finish this year
very strong, with another quarterly profit and with great momentum going into 2023.” “Tammy
Romo, Executive VP & CFO: Adjusting for the impacts from Hurricane Ian, we have been right on
our full-year 2022 capacity guidance as well. That speaks to better stability with our trends, but it
also speaks to the tremendous work of our planning teams at Southwest. I want to thank them for
their efforts and countless scenarios that ensured we are making the best possible business
decisions, even in this volatile environment. And I see some of them in the room smiling now.
Thank you. Barring any significant unforeseen events, we expect to finish this year very strong,
with another quarterly profit and with great momentum going into 2023.” (Southwest Airlines,
Investor Day, 12/7/2022)

Southwest Executives stressed the importance of restoring their dividend for investors

In December, Southwest’s CEO told investors, “our Board announced their approval to
reinstate our quarterly dividend of $0.18 per share or $0.72 annually, reflecting confidence in
our strategy and in our plans.” “Robert E. Jordan. CEO & Director: We paid down a significant
amount of debt. And this morning, our Board announced their approval to reinstate our quarterly
dividend of $0.18 per share or $0.72 annually, reflecting confidence in our strategy and in our
plans. And that is actually a reinstatement of our full pre-pandemic dividend level.” (Southwest
Airlines, Investor Day, 12/7/2022)

Southwest’s CFO: “We want to enhance our returns to shareholders beyond the value we
intend to deliver through growing returns on capital. In that regard, I am thrilled at our Board's
decision to reinstate and approve our pre-pandemic quarterly dividend.” “Tammy Romo,
Executive VP & CFO: And lastly and importantly, we want to enhance our returns to shareholders
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beyond the value we intend to deliver through growing returns on capital. In that regard, I am
thrilled at our Board's decision to reinstate and approve our pre-pandemic quarterly dividend of
$0.18 per share or $0.72 per share annualized, which currently represents a roughly 1.8% dividend
yield. In closing, all of these plans assume that the travel demand environment remains steady
and we continue producing consistent profits and healthy free cash flow. As we close out 2022, I
am grateful we are in a strong position with terrific momentum heading into 2023.” (Southwest
Airlines, Investor Day, 12/7/2022)

Southwest’s CEO: “. So we want to restore value to our shareholders. Step one here was
restoring the dividend. I'm just absolutely pleased that it's a full restoration, and then we could
be the first to do that.” “Robert E. Jordan, CEO & Director: No. I think we're committed,
obviously, to the -- I mean, we're committed to our priorities just like we were before the
pandemic ever hit. So we want to restore value to our shareholders. Step one here was restoring
the dividend. I'm just absolutely pleased that it's a full restoration and then we could be the first to
do that. I think that's terrific. Our other priorities, obviously, we need -- we talk to some about
contracts. We need to invest in our people. For right now, that's getting contracts done and
investing in them. We want to keep investing in the airline, obviously, as you noticed. At some
point, it will be appropriate to talk about share repurchases, and that's not today, but we want to --
obviously, our priorities have not changed since pre-pandemic.” (Southwest Airlines, Investor Day,
12/7/2022)

Southwest executives made repeated fateful claims about operational reliability

Southwest’s CEO: “We maintained our commitment to not republish our flight schedule since
the summer, and that has paid off in operational reliability. As one example, our Thanksgiving
holiday period was one of the best operational performances in our history.” “Robert E.
Jordan. CEO & Director: And then third, we made significant operational performance
improvement since May, making great progress toward our historic operational reliability and
efficiency. We maintained our commitment, and I think this is very important. We maintained our
commitment to not republish our flight schedule since the summer, and that has paid off in
operational reliability. As one example, our Thanksgiving holiday period was one of the best
operational performances in our history, with on-time performance over 86% and a completion
factor of 99.7%, which means we only canceled about 70 flights out of 26,000 that were operated
in that week, which is just incredible. Fourth, we returned to our #1 customer service position
among marketing carriers and remain in the lead this year per the most recent DOT reporting.”
(Southwest Airlines, Investor Day, 12/7/2022)

Southwest’s CEO told investors that one of their goals was to “to be consistently reliable and
to operate with excellence.” “Robert E. Jordan. CEO & Director: Secondly, we intend to build on
our legendary hospitality. Customer loyalty is created when a Southwest employee -- and you see
this all the time when a Southwest employee goes above and beyond to meet a customer's
needs. We want our employees to feel empowered and proud of the service that they provide,
ensuring it is a service level that our customers can trust day in and day out. The third way to be
consistently reliable and to operate with excellence. We are modernizing tools and procedures to
better serve our customers and our employees, creating an energetic pace, and further
improving our famous short-term times, all the while keeping safety as our #1 priority. And we
intend to stay very well staffed and plan to hire a net 8,000 employees in 2023, including 2,100
pilots.” (Southwest Airlines, Investor Day, 12/7/2022)
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Southwest’s COO: “we must maintain that proper staffing in order to publish flight schedules
that we can sell and operate without having to continually republish and reaccommodate.”
“Andrew M. Watterson, Chief Operating Officer: So, as Bob mentioned, our operational
performance since May has been much improved and more stable. Staffing is a big part of that,
but stable flight schedules have also helped. We want to run an efficient and reliable operation,
and we expect that of ourselves. But we need a few basic pieces to be in place that were missing
in 2021 and early '22. We must maintain that proper staffing in order to publish flight schedules
that we can sell and operate without having to continually republish and reaccommodate. And as
Bob mentioned, that's what customers expect, that's what our employees expect, and that's been
the case since the summer. I feel we have the foundational amount of headcount and flight
activity to be able to maintain this higher standard of operational reliability. We've been having
since May, and we're on a good path here in the fourth quarter, and we intend to build upon that
foundation, which is what I want to cover today.” (Southwest Airlines, Investor Day, 12/7/2022)

Southwest’s COO told analysts that “we have initiatives planned to help lessen the impact of
disruptions and improve our recovery time and keep the operation better on track throughout
the day.” “Andrew M. Watterson, Chief Operating Officer: So on to operating quality. We have
initiatives planned to help lessen the impact of disruptions and improve our recovery time and
keep the operation better on track throughout the day. There are 4 main areas where we are
focused, and 2 of them are planned for 2023 delivery. Originated performance is a focus on
getting the airline started on time each day through continuous improvement. Our people do an
excellent job of getting the airline up and running each morning; we have opportunities to relieve
some areas of strain. It is difficult for our point-to-point network to catch up with on-time
performance if we do not begin on time.” (Southwest Airlines, Investor Day, 12/7/2022)

Southwest’s COO boasted of the company’s “unique network design to lessen ripple effects
throughout the network.” “Andrew M. Watterson, Chief Operating Officer: Network design and
recovery reverts to real-time decision-making that can take advantage of our unique network
design to lessen ripple effects throughout the network. And we rolled out a limited number of
station command centers a few years ago, essentially want to create an environment across more
of our largest airports in an effort to maintain greater volume and complex activities in a
coordinated and on-site fashion.” (Southwest Airlines, Investor Day, 12/7/2022)

Southwest’s CFO told analysts the company was trying to get “our staffing to the levels that we
need them to be to fully fly the fleet.” “Tammy Romo, Executive VP & CFO: Yes. No, that's a great
question. And I think, hopefully, we've -- we're doing an effective job sort of painting the picture
for you. Obviously, this year was more of a transition year coming out of the pandemic, starting off
the year with Omicron. We're ending this year on a high note with strong revenue trends. And as
we move into next year, we've talked a lot about the cost pressures of which a lot of those are
tied to just not having -- being back to our normal productivity levels. So there's a piece of this of
just getting our pilots and getting our traffic -- our staffing to the levels that we need them to be to
fully fly the fleet.” (Southwest Airlines, Investor Day, 12/7/2022)

Southwest stressed its focus was on growing profit margins and revenue

Southwest CFO: “ our overarching financial goals for next year are to grow profits, margins,
and return on invested capital versus 2022. Based on current trends and barring any
unforeseen events, we believe we have a solid financial plan to accomplish all 3.” “Tammy
Romo, Executive VP & CFO: Moving to our 2023 outlook. We shared a preliminary view as part of
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our October earnings call, and I am excited to round out our outlook for you here today. First, our
overarching financial goals for next year are to grow profits, margins and return on invested
capital versus 2022. Based on current trends and barring any unforeseen events, we believe we
have a solid financial plan to accomplish all 3. While we are mindful of concerns about economic
weakness, so far, we are seeing no signs of a slowdown in travel demand in our current trends.”
(Southwest Airlines, Investor Day, 12/7/2022)

Southwest’s CFO told investors, “we intend to produce industry-leading pretax margins and
generate returns well in excess of our weighted average cost of capital,” and cited their large
cash reserves. “Tammy Romo, Executive VP & CFO: For capacity, we plan to pursue modest new
market growth and leverage our robust network to add depth and breadth and stronghold
Southwest markets. For nonfuel costs, we plan to maintain a competitive cost position and
continue managing inflationary cost pressures as we grow. For revenue, we plan to generate
RASM growth in excess of CASM growth, powered by a robust set of initiatives. We intend to
produce industry-leading pretax margins and generate returns well in excess of our weighted
average cost of capital. Our balance sheet remains an enduring strength, and we intend to
maintain our investment-grade rating by all 3 rating agencies with modest leverage. Though the
individual metrics may vary by year, hopefully, this provides you all with a more helpful and
higher-level framework that speaks to our longer-term annual financial goals for Southwest.”
(Southwest Airlines, Investor Day, 12/7/2022)

A Southwest executive said their “ revenue initiatives are paying off very nicely for us,” with
more passengers paying for higher fare options. “Ryan C. Green, Executive VP & Chief
Commercial Officer: Obviously, the revenue initiatives are paying off very nicely for us. But one of
the things that we have done here over the recent past is that we have tried to keep -- in order to
attract these leisure customers, we've tried to keep, as best we can, fares in a reasonable range
that would incent this travel. And when you look at our filed fares pre-pandemic to now, there are
actually filed fares on average, the nominal prices that we're charging, they're actually the same
or lower than what they were pre-pandemic. And we've seen very nice yield improvement. And
the way that we're getting that is we're just selling a better mix of fares all along the curve. Selling
lower really, really cheap fares, lower really, really high fares and just a lot more really, really good
fares kind of in the middle. And so that's one of the ways in which we're trying to make sure that
we're -- that the product itself is attractive to this kind of high leisure demand environment, and
we're seeing really nice results with that.” (Southwest Airlines, Investor Day, 12/7/2022)

Southwest’s CEO: “ our risk profile is lower,” and “our plan is, of course, in '23 to keep
growing profits, keep growing margins, keep growing return on invested capital.” “Robert E.
Jordan, CEO & Director: But if you just wrap it up, I feel like, again, we're in great shape. We're
very well positioned. We've got a lot of momentum, and that momentum is going to carry us here
into 2023. Yes, there are a lot of uncertainties, recession, and fuel prices, but we are very well
positioned. We have a great fuel hedge at roughly 50% right now. We have opportunities to be
flexible on the fleet if we need to do that. The capacity that we're adding is lower risk because it's
almost all restoration of markets that we were in pre-pandemic. So I feel like our -- the risk profile,
even though we can't control those externals like the potential of restoration, those -- our risk
profile is lower just because of all the things that I went through. Our plan is, of course, in '23 to
keep growing profits, keep growing margins, and keep growing return on invested capital. And
I'm really pleased that after just a few years post-pandemic, the plan that we have for 2023 has
us restoring our net income to pre-pandemic levels. I think that's a huge accomplishment. I think
the restoration of the dividend is a huge accomplishment.” (Southwest Airlines, Investor Day,
12/7/2022)
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Southwest suggested the company’s priority was keeping costs down, including for
technology improvements

Southwest's CFO boasted the company maintained a “meaningful cost advantage”
operationally compared to its competitors. “Tammy Romo, Executive VP & CFO: Turning to our
relative cost position in the industry. I want to point out an encouraging trend. Sustaining a
meaningful cost advantage over our peers is key to our business model of low cost and low fares.
As you can see from this chart, we have not lost ground in that regard. And in fact, our cost
position has improved relative to legacy carriers, other low-cost carriers, and even the
ultra-low-cost carriers.” (Southwest Airlines, Investor Day, 12/7/2022)

Southwest’s CFO stressed their capital spending was primarily on aircraft as opposed to
technology, and the company was working “ really hard to keep that under control.” “Tammy
Romo, Executive VP & CFO: Yes. It's largely just a shift in aircraft. As I mentioned, we've shifted
the order book, that's certainly impacting 2024 as well. Or -- if you look at our non-aircraft cap
spend, most of that goes into the operations, close to $0.5 billion of that. So we'll work really
hard, obviously, to manage that as we go. And then technology is another big piece of that as
well. We spend several hundred million in technology. So we'll work really hard to keep that
under control as well. So the other really relates to airports, and that's a couple of hundred
million. So we'll rein all of that in and control that as best we can, as always, but most of it
certainly is the aircraft and just the shifting of the deliveries.” (Southwest Airlines, Investor Day,
12/7/2022)
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FINANCIAL SERVICES

DISCOVER FINANCIAL SERVICES

Discover boasted 2022 was one of their best years ever, with billions shoveled back to
their investors

Discover’s CEO boasted 2022 was the “second strongest year for earnings in our company’s
history.” “Roger Hochschild, CEO: I’m very pleased to say that 2022 was the second strongest
year for earnings in our company's history. We reported [a] net income of $1 billion or $3.77 per
share for the fourth quarter and $4.4 billion or $15.50 per share for the full year. This was
accomplished against a fluid and unusual macroeconomic and monetary policy backdrop, and I
want to thank the entire Discover team for their solid execution. This performance gives us
significant momentum going into 2023 and beyond.” (Discover Financial Services Q4 2022
Earnings Call, 1/19/2023)

Discover crowed about the “highly capital generative nature of our business model,” noting
they repurchased $2.4 billion in stock in 2022 and increased their dividend by over 20%.
“Roger Hochschild, CEO: We're also prudently investing for growth, including an acquisition and
brand marketing, the continuing build-out of our data and analytic capabilities, and increasing
field personnel for both servicing and collections, all while achieving a 39% efficiency ratio. The
combination of revenue expansion and disciplined cost management contributed to our 31%
return on equity this past year and underscores the highly capital-generative nature of our
business model. Over the course of 2022, we repurchased $2.4 billion in common stock and
increased our dividend by over 20%, and we expect to sustain attractive levels of capital return to
our shareholders into the future.” (Discover Financial Services Q4 2022 Earnings Call, 1/19/2023)

Discover spent over $600 million on stock buybacks in the 4th quarter alone. “John Greene,
CFO: Looking at Slide 10. Our common equity Tier 1 for the period was 13.3%. Our longer-term
target remains at 10.5%. We expect to make progress against this target over the next four to six
quarters. Yesterday, we announced a quarterly common dividend of $0.60 per share. And in the
fourth quarter of 2022, we repurchased $602 million of common stock.” (Discover Financial
Services Q4 2022 Earnings Call, 1/19/2023)

Discover told analysts it expected to spend $2.2 billion on stock buybacks in just the first half
of 2023.“John Greene, CFO: Lastly, we have $2.8 billion of remaining capacity under the $4.2
billion share repurchase program that expires in June of this year. We expect to repurchase
around $2.2 billion of shares in the first half of 2023. We'll provide an update on future share
repurchase authorizations after we complete our stress testing process and review
recommendations with our Board.” (Discover Financial Services Q4 2022 Earnings Call,
1/19/2023)

Discover appeared to repeatedly credit the Fed’s actions for growth in their net interest
margin and income

Discovers CFO credited “the higher prime rate” for their increased net interest margin. “John
Greene, CFO: Let's review the details starting on Slide 5. Net interest income was up $584 million
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year-over-year or 24%. Our net interest margin expanded, benefiting from the higher prime rate
partially offset by higher funding costs and increased promotional balances. NIM ended the
quarter at 11.27%, up 46 basis points from the prior year and 22 basis points sequentially.”
(Discover Financial Services Q4 2022 Earnings Call, 1/19/2023)

Discover’s CFO repeated their net interest margin “continues to benefit from prime rate
increases.” “John Greene, CFO: In summary, receivable growth continued to benefit from new
account acquisition, payment rate moderation, and positive sales. NIM continues to benefit from
prime rate increases with funding costs consistent with expectations, and credit is performing in
line with our approach through-the-cycle underwriting process and conservative credit
management. Our perspective for 2023 reflect[s] our focus on advancing our strategic priorities
generating high returns and capital while remaining disciplined in our credit and expense
management.” (Discover Financial Services Q4 2022 Earnings Call, 1/19/2023)

Discover’s CFO specifically called out the Fed rate hikes as a driver for growth in Net Interest
Margin, along with a higher yield in loans thanks to the “increase in rate environment.” “John
Greene, CFO: Yes. Yes. So I'm going to run through the primary drivers. So first would be the Fed
rate changes in the second half of '22 as well as what we've anticipated, either two or three
increases in 2023. The second impact is the yield on our investments, which is improving with the
increase in the rate environment. And then, the third piece has been some pricing actions we
took in the consumer banking products. So, think about the non-card products. So offsetting that
would be kind of the cost of funding. So DTC and external funding costs have increased. And
then we're also anticipating an impact from [the] credit, all of which the net of those gives us a
high level of confidence that certainly, we're going to see peak NIM in the first quarter and then
stepping down from there through 2023.” (Discover Financial Services Q4 2022 Earnings Call,
1/19/2023)

Discover’s earnings presentation noted total loan yield increased “primarily due to higher
prime rate.” Total loan yield was up 86bps QOQ primarily due to higher prime rate” (Discover
Financial Services 2022 & Q4 2022 Financial Results Presentation, 1/18/2023)

Discover’s earnings presentation noted net interest margin increased “primarily due to higher
market rates.” “Net interest margin was 11.27%, up 46 bps primarily driven by higher market rates,
partially offset by higher funding costs” (Discover Financial Services 2022 & Q4 2022 Financial
Results Presentation, 1/18/2023)

Discover’s earning presentation credited higher late fees for increased loan fee income.“Loan
fee income increased primarily reflecting higher late fees” (Discover Financial Services 2022 &
Q4 2022 Financial Results Presentation, 1/18/2023)

Discover also appeared to benefit from increased interchange fees

Discover told analysts their non-interest income increased 47% thanks in part to higher
interchange revenue. “John Greene, CFO: Looking at other revenue on Slide 6. Non-interest
income increased by $212 million or 47%. This was partially due to a $138 million loss on our
equity investments in the prior year's quarter, compared to a $6 million loss this quarter. Adjusting
for these, our non-interest income was up 14%. This increase was primarily driven by two items.
First, loan fee income was up $51 million or 39%, driven by volume. And second, we had higher
net discount and interchange revenue, which was up $23 million or 7%, reflecting strong sales
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and a favorable sales mix, partially offset by higher rewards costs.” (Discover Financial Services
Q4 2022 Earnings Call, 1/19/2023)

Discover’s earning presentation said higher sales volume had increased interchange revenue.
“Net discount and interchange revenue was driven by higher sales volume partially offset by
increased rewards costs” (Discover Financial Services 2022 & Q4 2022 Financial Results
Presentation, 1/18/2023)
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VISA

Visa reported massive increases in processed transactions, on which they recently
raised fees

Visa’s CEO told analysts their quarterly revenue had increased 19%. “Al Kelly -- Chairman and
Chief Executive Officer: All of this helped to drive fiscal full-year net revenues up 22% year over
year and non-GAAP EPS of $7.50, up 27%. Now, let me transition to our fourth quarter
performance and key highlights and then make a few comments about 2023. Fourth quarter net
revenues grew 19% year over year, and non-GAAP EPS was $1.93, up 19%. Total Q4 payments
volume was up 10% year over year, or 135%, versus three years ago, down 1 point from Q3.” (Visa
Q4 2022 Earnings Call Transcript, 10/25/2022)

Visa reported that their processed transactions had increased 12% year over year, and 140%
from 2019.“Al Kelly -- Chairman and Chief Executive Officer: Processed transactions were up 12%
year over year or 140% versus 2019, and we processed 553 million transactions a day during the
quarter. Now, I'll provide an update on the drivers that propel this growth in consumer payments,
new flows, and value-added services. Our consumer payment strategy has three components to
it: growing credentials, increasing acceptance, and deepening engagement. Total consumer
payments revenue for the fourth quarter and the year were both up more than 20% in constant
dollars.” (Visa Q4 2022 Earnings Call Transcript, 10/25/2022)

Visa spent nearly $15 billion on buybacks and dividends

Visa spent nearly $15 billion on stock buybacks and dividends over the past fiscal year.“Vasant
Prabhu -- Vice Chairman and Chief Financial Officer: Our three growth engines, consumer
payments, new flows, and value-added services, all grew revenues in excess of 20% in constant
dollars. In fiscal year '22, we bought back $11.6 billion of stock at an average price of $205.97.
Contributions to the litigation escrow account, which have the same effect as a stock buyback,
added another $850 million. We also paid out $3.2 billion in dividends. At the end of September,
we had $5.1 billion remaining in our buyback authorization. In October, our board authorized a
new $12 billion stock buyback program and increased our dividend by 20%. Now on to the
details. In the U.S., credit grew 17% year over year to 36% over 2019, helped by travel and
entertainment spending.” (Visa Q4 2022 Earnings Call Transcript, 10/25/2022)
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GROCERY & RESTAURANTS
GENERAL MILLS

Note: General Mills follows the fiscal calendar and reported their Q2 2023 profits during the
quarter ending Nov 27, 2022.

General Mills reported making more money while selling less

“General Mills has kept sales and profits growing while spending more on labor and raw
materials — and while selling fewer products.” “Paying more for food does not always mean
seeing higher sticker prices on the shelf. General Mills has kept sales and profits growing while
spending more on labor and raw materials — and while selling fewer products. The food
company has done this by reducing promotions (or discounts) on its products, shrinking some
packaging sizes, and increasing wholesale prices retailers pass on to consumers. Together these
factors are called price/mix. It's a key measure as to why Golden Valley-based General Mills,
despite continued high inflation and supply chain snarls, expects to make more money during the
next six months than previously thought.” (Star Tribune, 12/20/2022)

General Mills stressed that their pricing actions went beyond straight list price increases

General Mills’s CFO told the Star Tribune that 10% of recent pricing actions came from
changing the “mix” of promotions rather than list price increases.” “Bruce said about 10% of
recent pricing actions came from changing the ‘mix’ of promotional activity rather than direct
price increases. ‘Mix has been a meaningful contributor to the top line,’ he said. Consumers have
been more willing than normal to accept price increases as more people eat at home.” (Star
Tribune, 12/20/2022)

A General Mills executive boasted to analysts that their ability to hike prices through different
means had improved, saying, “we have had success moving pricing through the market.“ “Jon
Nudi -- Group President, North America Retail: No, I think you hit it. I would just say that our SRM
capability is something I'd point to as much more sophisticated than it was a few years ago. So,
as inflation continues to come, we'll leverage the entire toolbox. So, it's not just list pricing, it's
promotional optimization and mix and pack price architecture. And by leveraging all those tools,
we believe that we'll be able to combat inflation as we move forward as well. And in terms of
retailers, as Jeff mentioned, I mean, is the pricing has never been easy. And even over the last
couple of years we've seen significant inflation. But if we can bring in a strong market basket
story, we have had success moving pricing through the market.” (General Mills Q2 2023 Earnings
Call, 12/21/2022)

General Mills executives repeatedly credited higher prices for higher sales

General Mills CEO: “We drove 11 percent organic net sales growth in the quarter, fueled by
strong net price realization...” “Jeff Harmening, Chairman, and CEO: Slide 5 summarizes our
financial performance for the second quarter and the first half of fiscal ’23. We drove 11 percent
organic net sales growth in the quarter, fueled by strong net price realization in response to
significant levels of input cost inflation. Adjusted operating profit was up 7 percent, and adjusted
diluted EPS was up 12 percent, each in constant currency. Our first-half results were also strong,
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with double-digit growth in organic net sales and adjusted diluted EPS.” (General Mills Q2 2023
Earnings Call, 12/21/2022)

General Mills’s CEO noted sales were up 11% thanks to stronger pricing, even despite a
decline in volume sold. “Jeff Harmening, Chairman, and CEO: Slide 19 summarizes the
components of our net sales growth in the quarter. Organic net sales were up 11 percent,
reflecting 17 points of positive organic price/mix, partially offset by a 6 percent decline in organic
pound volume. Foreign exchange reduced net sales by 1 point, and the net impact of acquisitions
and divestitures was a 5-point headwind to second-quarter net sales.” (General Mills Q2 2023
Earnings Call, 12/21/2022)

General Mills’s CEO predicted growth in 2023 thanks to higher pricing and low elasticity from
consumers. “Jeff Harmening, Chairman, and CEO: On slide 29, you can see our increased
guidance for fiscal 2023. We now expect organic net sales to increase 8 to 9 percent, reflecting
better volume performance and improved price/mix relative to our prior outlook. We continue to
expect elasticities will remain below historical levels over the remainder of this fiscal year.”
(General Mills Q2 2023 Earnings Call, 12/21/2022)

General Mills said more price hikes were coming in 2023

General Mills CFO: “We've got another effective round of pricing coming through at the
beginning of calendar year '23.” “Kofi Bruce -- Chief Financial Officer: Yeah. And that said, we do
expect profit growth in our pet business in the back half of fiscal '23. Some of the key things you'll
see are we'll expect price/mix to catch up with inflation. We've got another effective round of
pricing coming through at the beginning of calendar year '23. We don't expect the pressure on
the supply chain to be as acute. So, we won't see as much sort of drag from another cost of
goods sold.” (General Mills Q2 2023 Earnings Call, 12/21/2022)

General Mills blamed labor costs for ongoing price hikes

General Mills CEO told analysts, “we'll continue to look at pricing,” citing inflation “driven
quite a bit by wage increases.” “Jeff Harmening -- Chairman and Chief Executive Officer: What I
will say, though, is even looking out past six months, it's pretty clear to us that we'll still see an
inflationary environment. It may or may not be as robust as it is now, but it will still be an
inflationary environment, driven quite a bit by wage increases. So, it's hard for us to see an
environment where we don't see inflation. Even if that inflation -- those inflationary levels may not
be exactly what we've experienced over the last six months. And so, as we look at our business,
we'll continue to look at pricing. But the key is that the pricing has to be justified. And this has
always been the case. But it has to be justified based on the cost that we're seeing.” (General
Mills Q2 2023 Earnings Call, 12/21/2022)

A General Mills executive cited “double-digit inflation” when discussing pricing and said labor
costs were “sticky.” “Jon Nudi -- Group President, North America Retail: Yeah, Rob, I think the
scale of the inflation is different today, right? So, we're seeing double-digit inflation. And
historically, over the last decade or so, we haven't seen a lot of inflation. It's been low single
digits. So, it really hasn't been a conversation because there really hasn't been enough inflation
to take significant action. I think with the scale of the inflation we're seeing today and the
sophistication, as I mentioned as well, we're able to really break down where we're seeing
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inflation, and some things are starting to moderate. But at the same time, you're seeing things like
labor. Certainly, sprout remains sticky, and it's in the equation. And we've gotten more
sophisticated, but our retailers have as well. So again, I think we have really good constructive
conversations that are really based on facts at this point.” (General Mills Q2 2023 Earnings Call,
12/21/2022)

A General Mills executive specified: “where we see that impacting us is not so much our own
labor, but it's the labor at our suppliers, which translates through their pricing to us.” “Jeff
Siemon -- Vice President, Investor Relations: Rob, where we see that impacting us is not so much
our own labor, but it's the labor at our suppliers, which translates through their pricing to us. So,
yes, there's labor inflation in our own facilities, etc., but the much bigger aspect of labor is
upstream at the supplier base.” (General Mills Q2 2023 Earnings Call, 12/21/2022)

General Mills; C’O suggested the goal was to “claw back” the profit margin to
pre-pandemic levels

General Mills CFO: “structurally, we view our job to kind of claw back about 150 basis points
of margin versus our sort of pre-pandemic level.” “Kofi Bruce -- Chief Financial Officer: And we
would also expect that once we get out of a short-supply environment, it will be easier to get at
HMM and more fully utilize that lever. And we would expect some of the pandemic-era costs
related to servicing the business in a more stable environment will become easier and lower. So
structurally, we view our job to kind of claw back about 150 basis points of margin versus our sort
of pre-pandemic level. I think the stable environment from a supply chain standpoint will be one
of the first and the most important things.” (General Mills Q2 2023 Earnings Call, 12/21/2022)
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TYSON FOODS

Tyson Foods boasted of record income thanks to price hikes

Tyson Foods’ CEO boasted to analysts that “We delivered record annual adjusted operating
income of $4.4 billion, up 3% over the prior year.” Donnie King -- President and Chief Executive
Officer: We delivered record sales revenue as a company and across each of our four largest
operating segments. We delivered a record annual adjusted operating income of $4.4 billion, up
3% over the prior year. As expected, our fourth quarter earnings were lower compared to the
prior year. But this was almost entirely due to record strength in beef a year ago, our operating
income performance translated to adjusted earnings per share of $1.63 for the fourth quarter and
a record $8.73 for the full year, up 5% from last year.” (Tyson Foods Q4 2022 Earnings Call
Transcript, 11/14/2022)

Tyson Foods CFO: “Sales were up for both the fourth quarter and fiscal year, benefiting from
our pricing initiatives to offset the increase in the cost of goods.” “John R. Tyson -- Executive
Vice President and Chief Financial Officer: Sales were up for both the fourth quarter and fiscal
year, benefiting from our pricing initiatives to offset the increase in the cost of goods. Volumes
were up for the fourth quarter and relatively flat for the full year as we overcame supply
constraints in an elevated inflationary environment pressuring consumer demand. Looking at our
sales results by channel for the fiscal year, retail drove 1.4 billion of top-line improvement, while
the ongoing recovery in the food service channel drove an increase of 2 billion. Fiscal year sales
in international markets, including both domestically and internationally produced products, were
1.3 billion greater than the prior year as we leverage our global scale to grow our business.”
(Tyson Foods Q4 2022 Earnings Call Transcript, 11/14/2022)

Tyson Foods CFO: “Our pricing actions, which offset the higher input costs, led to higher sales
during the year.” “John R. Tyson -- Executive Vice President and Chief Financial Officer: Slide 16
bridges operating income for the fiscal year, which was 126 million greater than fiscal 2021. We
significantly improved earnings in our chicken segment and generated higher earnings in
prepared foods, which more than offset the expected decline in beef earnings. Our pricing
actions, which offset the higher input costs, led to higher sales during the year. We saw notable
year-over-year increases of 20% to 25% across the business in cost of goods, including labor,
feed ingredients, live animals, and freight costs.” (Tyson Foods Q4 2022 Earnings Call Transcript,
11/14/2022)

Tyson Foods CFO told analysts that for prepared foods, “ sales increased 9.4%, driven by the
higher average sales price increase of 13.5%,” despite lower volumes. “John R. Tyson --
Executive Vice President and Chief Financial Officer: Moving now to prepared foods, sales were
approximately 2.5 billion for the quarter, up 12% relative to the same period last year. For the
fiscal year, sales increased by 9.4%, driven by the higher average sales price increase of 13.5%,
partially offset by the volume decline of 4.1%, in which 0.9% of the decline was due to the sale of
our pet treats business. Volume performance improved in the fourth quarter as our investments in
brands and merchandising drove an increase in portfolio market share. Our fourth quarter result,
which was roughly flat versus last year, was our strongest performance this year and better than
the competition, which underscores the strength of our brands. We expect volume to grow
sequentially next year, driven by foodservice recovery, improved supply, and continued
investment in our brands.” (Tyson Foods Q4 2022 Earnings Call Transcript, 11/14/2022)
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Tyson Foods CFO told analysts that for chicken, “average sales price increased by
approximately 18% for both the quarter and the fiscal year compared to last year.” “John R.
Tyson -- Executive Vice President and Chief Financial Officer: Now, on to the chicken segment's
results. Sales were 4.6 billion for the quarter, up 19%. And for the full year, sales were up 24% at 17
billion. Volumes improved both for the quarter and fiscal year as we gained momentum in the
improvement of our live operations. We expect this operational improvement to continue driving
sequential quarterly volume growth into next fiscal year. Average sales price increased by
approximately 18% for both the quarter and the fiscal year compared to last year.” (Tyson Foods
Q4 2022 Earnings Call Transcript, 11/14/2022)

Tyson Foods noted their competitors were following in hiking prices too

Tyson Foods CEO admitted, “ we took various degrees of pricing in our key categories earlier
this fiscal year,” but emphasized, “we have seen competitors followed by increasing their
price.” “Donnie King -- President and Chief Executive Officer: Additionally, we took various
degrees of pricing in our key categories earlier this fiscal year to offset inflationary cost
pressures. Recently, we have seen competitors followed by increasing their prices, nearing
Tyson's price gap relative to our competitors. This is supporting improved volume performance
across our portfolio of prepared foods products as we are continuing to see price elasticities
remain below historical levels. We're investing strategically in merchandising and advertising to
support the long-term health of our brands as their strength enables continued growth in both,
dollar and volume retail share.” (Tyson Foods Q4 2022 Earnings Call Transcript, 11/14/2022)

Tyson Foods used its price hike-driven profits to funnel nearly $1.5 billion back to

investors

Tyson Foods used its profits to funnel $1.4 billion to investors over their fiscal year through
dividends and buybacks. “John R. Tyson -- Executive Vice President and Chief Financial Officer:
For the fiscal year, we returned nearly 1.4 billion in cash to shareholders through $653 million in
dividends and $702 million of share repurchases as we continue to prioritize shareholder return.
Let's now discuss the fiscal 2023 financial outlook. We anticipate total company sales between
55 billion and 57 billion and also expect volume growth compared to the prior fiscal year. Both
total company sales and volume growth in fiscal '23 will largely be driven by our chicken,
prepared foods, and International businesses as we work to run our plants full, optimizing our
existing footprint and utilizing new capacity expansions.” (Tyson Foods Q4 2022 Earnings Call
Transcript, 11/14/2022)
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HOUSING
D.R. HORTON

D.R. Horton said rising interest rates were leading to less home construction

D.R. Horton’s CFO told analysts the company was starting fewer homes in response to market
conditions. “Paul Romanowski -- Executive Vice President and Co-Chief Operating Officer: We
started fewer homes this quarter as we work to position our inventory with an appropriate
number of homes relative to market conditions. We started 13,100 homes during the quarter in our
homebuilding operations as we began negotiations to lower our construction costs on future new
home starts. We ended the year with 46,400 homes in inventory, down 3% from a year ago and
down 18% sequentially. Twenty-seven thousand two hundred of our total homes at September 30
were unsold, of which 4,400 were completed.” (D.R. Horton Q4 2022 Earnings Call, 11/9/2022)

D.R. Horton’s CEO: “the discipline in the industry today is it has translated into an
across-the-board slowdown in starts.” “David Auld -- President and Chief Executive Officer: You
know, Carl, just -- we've talked about it, I think, for a while, but just the discipline in the industry
today is it has translated into an across-the-board slowdown in starts. And I think it will allow the
trade base material suppliers to kind of get the feet under them. And I've been accused of being
overly optimistic at times, but I do think in 2023 if the industry stays disciplined, we will get back
into a situation where we can sell a house, now what it's going to go, and what are we going to
be able to deliver and that will be a good thing.” (D.R. Horton Q4 2022 Earnings Call, 11/9/2022)

D.R. Horton’s CEO: “ if we continue to see 100 basis point increase quarter to quarter to
quarter, I think it's going to be a very challenging year” “David Auld -- President and Chief
Executive Officer: It depends on what the capital markets and interest rates do. I mean, it's -- if we
see stabilization in interest rates, I feel very optimistic about what we can do this year. if we
continue to see 100 basis point increase quarter to quarter to quarter, I think it's going to be a
very challenging year.” (D.R. Horton Q4 2022 Earnings Call, 11/9/2022)

D.R. Horton reported lower sales and more cancelations

D.R. Horton said net sales orders decreased by 15% in the fourth quarter, and their cancelation
rate increased to 32% compared to 24% in the previous quarter. “Paul Romanowski -- Executive
Vice President and Co-Chief Operating Officer: During the quarter, we continued to sell homes
later in the construction cycle to better ensure the certainty of the home close date and mortgage
rate for our homebuyers with almost no sales occurring prior to starting of home construction.
Our net sales orders in the fourth quarter decreased by 15% to 13,582 homes, and our net sales
order value was down 10% from the prior year to $5.4 billion. Our cancellation rate during the
fourth quarter was 32%, compared to 19% in the prior-year quarter and 24% in the third quarter.
Our average number of active selling communities increased 8% from the prior year and was flat
sequentially.” (D.R. Horton Q4 2022 Earnings Call, 11/9/2022)

D.R. Horton argued that limited supply still drove demand in the housing market, with

prices higher than last year
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D.R. Horton’s CEO said while rising mortgage rates were turning off buyers, “the supply of
both new and resell homes at affordable price points remains limited, and the demographics
supporting housing demand remained favorable.” “David Auld -- President and Chief Executive
Officer: In June, we began to see a moderation in housing demand that has continued and
accelerated through today. The rapid rise in mortgage rates, coupled with high inflation and
general economic uncertainty, have made many buyers pause in their home-buying decision or
choose not to move forward with their home purchase. However, the supply of both new and
resell homes at affordable price points remains limited, and the demographics supporting
housing demand remained favorable. The uncertainty of this market transition may persist for
some time and could get more challenging if mortgage rates continue increasing.” (D.R. Horton
Q4 2022 Earnings Call, 11/9/2022)

D.R. Horton reported a 23% increase in home sales revenue and a 17% increase in average
closing price over the previous year. “Mike Murray -- Executive Vice President and Co-Chief
Operating Officer: Diluted earnings per share for the fourth quarter of fiscal 2022 increased 26%
to $4.67 per share. And for the year, earnings per share increased 45% to $16.51. Net income for
the quarter increased 22% to $1.6 billion. And for the year, net income increased by 40% to $5.9
billion. Our fourth-quarter home sales revenues increased 23% to $9.4 billion on 23,212 homes
closed, up from $7.6 billion on 21,937 homes closed in the prior year. Our average closing price
for the quarter was $403,700, up 17% from last year and up 3% sequentially. We closed fewer
homes than we expected during the fourth quarter due to a slower sales pace, increased
cancellations, and continued construction delays.” (D.R. Horton Q4 2022 Earnings Call, 11/9/2022)

D.R. Horton said their average sales price had decreased 4% from the previous quarter but
remained 6% higher from the previous year. “Paul Romanowski -- Executive Vice President and
Co-Chief Operating Officer: The average sales price on net sales orders in the fourth quarter was
$399,600, up 6% from the prior year but down 4% sequentially from the June quarter. In October,
as mortgage rates continue to increase, our net sales orders were below prior-year levels, and
our cancellation rate remained elevated. As a result, we currently expect our first quarter net
sales orders to be down approximately 25% to 35% year over year. “ (D.R. Horton Q4 2022
Earnings Call, 11/9/2022)

D.R. Horton saw a growing business in building properties to be sold for rentals

D.R. Horton predicted growing business in their multi-family and single-family home
constructions sold as rental properties. “Mike Murray -- Executive Vice President and Co-Chief
Operating Officer: Also, one multifamily project and multiple single-family rental projects that
were expected to be sold and closed in the fourth quarter were delayed due to changes in the
capital markets that affected the timing of buyers' financing. Our rental property inventory at
September 30 was $2.6 billion, which included approximately $900 million of multifamily rental
properties and $1.7 billion of single-family rental properties. As a reminder, our multifamily and
single-family rental operating results are separately reported in our rental segment and are not
included in our homebuilding segments, homes closed revenues or inventories. We expect our
rental operations to generate significant increases in both revenues and profits in fiscal 2023 as
our platform matures and expands across more markets.” (D.R. Horton Q4 2022 Earnings Call,
11/9/2022)

D.R. Horton’s COO: “our approach to the single-family rental business is to build communities
of traditional single-family homes. Rent those up and stabilization and then sell them to
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typically institutional owners of that sort of residential asset class.” “Mike Murray -- Executive
Vice President and Co-Chief Operating Officer: So, our approach to the single-family rental
business is to build communities of traditional single-family homes. Rent those up and
stabilization and then sell them to typically institutional owners of that sort of residential asset
class. It's about $1.7 billion, I think, is our current investment in the single-family rental platform.
We expect that's going to grow during '23. Depending upon market conditions, probably not
more growth than we had from the end of '21 to the end of '22, but we do expect growth in '23.
And we still see that when we complete the homes and they go to market to lease, there's still
good demand, and people needing a place to live, and they're choosing to live in these
communities.” (D.R. Horton Q4 2022 Earnings Call, 11/9/2022)

D.R. Horton suggested it would have more money available to spend on buybacks,

adding to the $1 billion it spent in 2022

D.R. Horton responded affirmatively to an analyst who asked if less money spent on the home
building would lead to more money on stock buybacks. “’Susan Maklari -- Goldman Sachs --
Analyst: Yes. OK. And then, can you talk a bit about capital allocation? As the market is changing,
how are you thinking about the different uses of cash and especially maybe any thoughts on
buybacks as we think about 2023?’ ‘Bill Wheat -- Executive Vice President and Chief Financial
Officer: You know, Sue, we'll continue to take a balanced approach to it all. We're in a good,
flexible position to be able to continue to provide returns to our shareholders, both in terms of
increased dividends and share repurchases. Obviously, we'll be adjusting our business and how
much we invest into land and to help home starts and into our rental business based on market
conditions. But at a base level, we do expect to generate an increase in our homebuilding cash
from operations in fiscal 2023. And with that, that gives us even more flexibility to make those
relative decisions but continue with more of the same in terms of the balance and the
consistency in the approach.”’ (D.R. Horton Q4 2022 Earnings Call, 11/9/2022)

D.R. Horton reported spending over $1 billion on stock buybacks in the first nine months of
2022. “Bill Wheat -- Executive Vice President and Chief Financial Officer: At September 30, our
stockholders' equity was $19.4 billion, and book value per share was $56.39 and up 35% from a
year ago. For the year, our return on equity was 34.5%, an improvement of 290 basis points from
31.6% a year ago. During the quarter, we paid cash dividends of $78.2 million for a total of $316.5
million of dividends paid during the year. During the quarter, we repurchased 3.6 million shares of
common stock for $251.7 million for a total of 14 million shares repurchased during the year for
$1.1 billion.” (D.R. Horton Q4 2022 Earnings Call, 11/9/2022)

23

https://www.fool.com/earnings/call-transcripts/2022/11/09/dr-horton-dhi-q4-2022-earnings-call-transcript/
https://www.fool.com/earnings/call-transcripts/2022/11/09/dr-horton-dhi-q4-2022-earnings-call-transcript/
https://www.fool.com/earnings/call-transcripts/2022/11/09/dr-horton-dhi-q4-2022-earnings-call-transcript/


24



OIL & GAS

BP

BP reported billions in profit in 2022, which they used to fund $10 billion in stock
buybacks, with more planned

BP reported profits of $10.8 billion in the fourth quarter of 2022 alone. “Murray Auchincloss -
CFO & Director: Turning to results. In the fourth quarter, we reported a profit of $10.8 billion,
allowing for post-tax adjusting items of $7.1 billion and an inventory holding loss of $1.1 billion. Our
underlying replacement cost profit was $4.8 billion compared to $8.2 billion in the third quarter.”
(BP Q4 2022 Earnings Call, 2/7/2023)

BP predicted a 4% annual increase in its dividend. “Murray Auchincloss - CFO & Director: We
see the capacity for an annual increase in the dividend per ordinary share of around 4% per
annum at $60 per barrel, subject to the Board's discretion. Second, maintaining a strong
investment-grade credit rating. For 2023, we intend to continue to allocate 40% of surplus cash
flow to further strengthen the balance sheet and now target further progress within an A-grade
credit rating.” (BP Q4 2022 Earnings Call, 2/7/2023)

BP’s CFO: “We are committed to allocating 60% of 2023 surplus cash flow to buybacks and
expect a buyback of $4 billion per annum at around $60 per barrel” “Murray Auchincloss -
CFO & Director: Third and fourth, we plan to invest with discipline in our transition growth
engines and in our oil, gas, and refining businesses. And finally, share buybacks. We are
committed to allocating 60% of 2023 surplus cash flow to buybacks and expect a buyback of $4
billion per annum at around $60 per barrel at the lower end of our capital range and subject to
maintaining a strong investment-grade credit rating.” (BP Q4 2022 Earnings Call, 2/7/2023)

BP’s CFO: “BP intends to execute a further $2.75 billion buyback prior to announcing first
quarter 2023 results.” “Murray Auchincloss - CFO & Director: During the quarter, BP repurchased
3.2 billion shares. Reflecting strong cash generation, net debt fell for the 11th consecutive quarter
to reach $21.4 billion. And with surplus cash flow, $5.1 billion in the quarter, BP intends to execute
a further $2.75 billion buyback prior to announcing first quarter 2023 results.” (BP Q4 2022
Earnings Call, 2/7/2023)

BP reported spending nearly $10 billion on stock buybacks in 2022. (BP Fourth quarter and full
year 2022 results, 2/7/2023)

BP credited sanctions on Russia for high oil prices and refinery margins

BP’s CFO: “we expect prices to remain supported by recovering Chinese demand, ongoing
uncertainty around the level of Russian exports, and low inventory levels.” “Murray
Auchincloss - CFO & Director: Great. Thanks, Bernard, and good morning, everyone. It's so nice
to see you in the room and online. As usual, I'll start with the macro environment. During the
fourth quarter, Brent fell by 12% relative to the third quarter to average $89 per barrel. This
reflected increased uncertainty over the economic outlook and relatively high production from
Russia and OPEC. In the first quarter, we expect prices to remain supported by recovering
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Chinese demand, ongoing uncertainty around the level of Russian exports, and low inventory
levels.” (BP Q4 2022 Earnings Call, 2/7/2023)

BP’s CFO: “We expect industry refining margins to remain elevated in the first quarter due to
sanctioning of Russian crude and product.” “Murray Auchincloss - CFO & Director: Moving to
Refining. Consistent with trends in seasonal demand, global margins decreased modestly to an
average of $32.20 per barrel during the quarter. We expect industry refining margins to remain
elevated in the first quarter due to sanctioning of Russian crude and product.” (BP Q4 2022
Earnings Call, 2/7/2023)

BP’s CFO: “we've raised our international gas price assumptions through the middle of the
decade.” “Murray Auchincloss - CFO & Director: In addition, reflecting current market conditions,
we've raised our international gas price assumptions through the middle of the decade.” (BP Q4
2022 Earnings Call, 2/7/2023)

BP told analysts their oil and gas production remained below 2019 and would remain flat
through 2030

BP’s CEO told analysts their oil and gas production remained 40% below 2019 and “our focus
remains on maximizing returns and cash flow.” “Bernard Looney - CEO & Director: Turning now
to our oil, gas, and refining portfolio. Let me start with where our oil and gas production is today. It
is around 40% lower versus 2019, including the decision by BP's Board to exit Russia. We remain
actively engaged in marketing our Rosneft shareholding, and we will update the market as
appropriate. But as you have heard me say before and Murray, our oil and gas strategy is about
value, not only volume, and our focus remains on maximizing returns and cash flow, reducing
emissions, and is underpinned by a deep and high-quality resource base that allows us to choose
the best investments.” (BP Q4 2022 Earnings Call, 2/7/2023)

BP’s CEO: “our resource base has the potential to sustain underlying production broadly flat
to 2030 relative to 2022.” “Bernard Looney - CEO & Director: Having grown production in 2022,
we plan to grow underlying production to 2025, adding around 200,000 barrels per day of oil
equivalent of high-margin production from 9 major project start-ups by continuing to manage
base decline to between 3% and 5%, by increasing BPX production by 30% to 40% and retaining
some assets for longer than previously planned. And our resource base has the potential to
sustain underlying production broadly flat to 2030 relative to 2022.” (BP Q4 2022 Earnings Call,
2/7/2023)

BP’s CEO emphasized that lower carbon energy investments would be driven by returns

BP’s CEO: “Yes, we need lower carbon energy, but we also need secure energy, and we need
affordable energy, and that's what governments and society around the world are asking.”
“Bernard Looney - CEO & Director: And then the external macro part isn't about prices. It's about
what is needed. We must solve the energy trilemma. Yes, we need lower carbon energy, but we
also need secure energy, and we need affordable energy, and that's what governments and
societies around the world are asking. And they're asking it publicly. They're asking the United
States, to invest in today's energy system. They're very every country in Europe, but many
countries in Europe going around the world searching for energy supplies. So we're being asked
by governments and society. We have improved our business. We have more confidence. And we
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think in doing this, we can help solve the energy trilemma for society, which feels like a
worthwhile thing to do, and we feel we can create shareholder value. And that's what we're trying
to do. That's what we have to do. That's our job. So that's a little bit of the backdrop.” (BP Q4
2022 Earnings Call, 2/7/2023)

BP’s CEO stressed all investments, including renewable, were driven by returns: “if the
returns aren't there, the capital doesn't get spent.” “Bernard Looney - CEO & Director: Great.
And there is a big wrapper (indiscernible) around this whole presentation, which is everything we
do here has to meet our returns, and our growth target has to meet. And that's the wrapper, the
underpinner, the foundation of everything that we talk about today. And if the returns aren't there,
the capital doesn't get spent. If the returns and growth are there, it will get spent. Christian?” (BP
Q4 2022 Earnings Call, 2/7/2023)

CHEVRON

Chevron’s CEO crowed the company has a “record financial performance” in 2022

Chevron’s CEO boasted that “ Chevron had an outstanding year in 2022, delivering record
financial performance, producing more traditional energy.” “Mike Wirth -- Chairman and Chief
Executive Officer: Thank you, Roderick, and thanks, everyone, for joining us today. Chevron had
an outstanding year in 2022, delivering record financial performance, producing more traditional
energy, and advancing lower carbon businesses. Free cash flow stood a record, beating our
previous high in 2021 by more than $15 billion, enabling a strong dividend increase and a
buyback of almost 4% of our shares.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron reported its highest cash flow since 2011. “Pierre Breber -- Chief Financial Officer:
Record operating cash flows in combination with continued capital efficiency, resulting in over
$37 billion of free cash flow in 2022. The only other year Chevron's operating cash flow
exceeded $40 billion was 2011. Free cash flow in that year was less than 40% and of this year's
record.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron’s earnings increased over $20 billion from 2021, crediting higher prices and refining
margins. “Pierre Breber -- Chief Financial Officer: For the full year, adjusted earnings increased
more than $20 billion compared to the prior year. Adjusted upstream earnings were up primarily
due to increased realizations. Other items include higher exploration expenses, higher
incremental royalties, and production taxes due to higher prices, partially offset by favorable tax
benefits and other items. Downstream adjusted earnings increased primarily due to higher
refining margins, partially offset by lower chemical earnings and higher maintenance and
turnaround costs.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron used its huge profits to spend $15 billion on stock buybacks and announced it
to spend $75 billion more

Chevron told analysts it maintained an annual stock buyback rate of $15 billion and
announced a new $75 billion buyback program.“ Pierre Breber -- Chief Financial Officer: In
2022, Chevron delivered outstanding results on all four of its financial priorities, announcing
earlier this week another 6% increase in our dividend per share, positioning 2023 to be the 36th
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consecutive year with annual dividend payout increases, investing within its organic budget
despite cost inflation. Inorganic CaPex totaled $1.3 billion, nearly 80% for new energy
investments, paying down debt in every quarter and ending the year with a 3% net debt ratio,
returning record annual cash to shareholders through buybacks and exiting the year with an
annual repurchase rate of $15 billion. Two days ago, Chevron's board of directors authorized a
new $75 billion share repurchase program. Now is a good time to look back on our execution of
the prior programs.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron predicted spending as much as $15 billion in stock buybacks in 2023 compared to
$14 billion for capital expenditures in 2023.” Pierre Breber -- Chief Financial Officer: So, Mike
has talked about our financial priorities. They're simple. We've been consistent with them for a
very long time. And three of the four are pegged. We just increased our dividend by 6%. We have
a 2023 CaPex budget of $14 billion. We've given guidance that keeps that CaPex flat over the
next several years. And we have the buybacks at the top end of the guidance range of $15 billion.
So, swings in cash flow in the short term will go to the balance sheet. And that's because
commodity prices and margins, we just were talking about natural gas prices and refining
margins, and things are moving up and down. But over the long term, those cash flows will be
returned to shareholders.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron’s CEO: “we're now at an all-time high with the rate of repurchases.” “Mike Wirth --
Chairman and Chief Executive Officer: And so, you know, we increased the rate three times last
year as we saw the situation evolve, and we're now at an all-time high with the rate of
repurchases. So, you know, the last thing, you said it, but I'll repeat it, in size, you know, to
maintain our program through the commodity cycle. We aren't pro-cyclical. We're not
counter-cyclical.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron’s CEO emphasized growing oil production was not a priority compared to
growing profits

Chevron’s CEO: “we are growing production, but what we're really focused on is growing
returns and cash flow.” “Mike Wirth -- Chairman and Chief Executive Officer: We're growing well
better than the overall demand for oil or gas, which is growing faster than oil is. And so, we are
growing production, but what we're really focused on is growing returns and cash flow. And if we
can grow returns and cash flow, the equation works. And so, you know, I -- we'll be happy to talk
about this more when we're together at the end of the month, but -- or at the end of next month.
But, you know, we can grow cash flow. We can improve returns at the rate that we're spending.
And so, I don't know why, you know, there would be a question about our ability to do that. And
the production numbers and outcome of those decisions, it's not the goal.” (Chevron Q4 2022
Earnings Call, 1/27/2023)

Chevron’s CEO: “we remain focused on returns and value, not on production.” “Mike Wirth --
Chairman and Chief Executive Officer: And, Roger, just to emphasize the point I made earlier to
another one of the questions, we remain focused on returns and value, not on production. And
so, you know, that is the -- that's what drives all of this. Thanks.” (Chevron Q4 2022 Earnings Call,
1/27/2023)
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Chevron predicted a flat to slight growth in production in 2023. “Pierre Breber -- Chief
Financial Officer: 2023 production is expected to be flat to up 3% at $80 Brent. After adjusting for
lower prices and portfolio changes, primarily the sale of our Eagle Ford asset and the expiration
of a contract in Thailand, we expect production to grow, led by the Permian and other shale and
tight assets. We remain confident in exceeding our long-term production guidance. Looking
ahead to 2023, I'll call out a few items.” (Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron appeared to suggest some of their contracts actually reduced production when
oil prices rose

Chevron’s CFO noted that “Chevron's share of production is lower under certain international
contracts when actual prices are higher than assumed in our guidance.” “Pierre Breber -- Chief
Financial Officer: 2022 production was in line with guidance after adjusting for higher prices. As a
reminder, Chevron's share of production is lower under certain international contracts when
actual prices are higher than assumed in our guidance. The reserves replacement ratio was
nearly 100%, with the largest net additions in the Permian, Israel, Canada, and the Gulf of Mexico.
Higher prices lowered our share of proved reserves by over 100 million barrels of oil equivalent.”
(Chevron Q4 2022 Earnings Call, 1/27/2023)

Chevron’s CEO specified, “the largest net reduction this year was in Kazakhstan due to the
contract terms and the effect of higher prices.” “Mike Wirth -- Chairman and Chief Executive
Officer: This year, we had some additions in the Permian and Israel and Canada and the Gulf of
Mexico, as Pierre mentioned. You know, the largest net reduction this year was in Kazakhstan due
to the contract terms and the effect of higher prices. If you were to actually adjust that out, so we
mentioned 100 million barrels where the price effect, you know, this year would be, you know,
think of it as 107% ex the price effect. And so, I do think over time, you know, we intend to be in
this business for quite a while, and 100% is a number that you ought to expect to see that or
greater over time.” (Chevron Q4 2022 Earnings Call, 1/27/2023)
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CONOCOPHILLIPS

ConocoPhillips spent billions on dividends and buybacks in 2022 and predicted more of
the same as long as oil prices remained high

ConocoPhillips reported spending $15 billion on dividends and stock buybacks in 2022. “Ryan
Lance -- Chairman and Chief Executive Officer: Shifting to our 2022 performance, ConocoPhillips
showed continuous strong execution across our triple mandate. We generated a trailing 12-month
return on capital employed of 27%, the highest since the spin. We delivered on our plan to return
15 billion of capital to our shareholders, which represented 53% of our CFO, well in excess of our
greater than 30% annual through-the-cycle commitment. And we further advanced our net zero
operational emissions ambition with a new medium-term methane intensity target consistent with
our recent commitment to joining OGMP 2.0.” (ConocoPhillips Q4 2022 Earnings Call, 2/2/2023)

ConocoPhillips announced it would spend another $11 billion on dividends and stock
buybacks, roughly half of their expected cash flow. “Ryan Lance -- Chairman and Chief
Executive Officer: Now, looking ahead, ConocoPhillips is well positioned to further deliver on our
triple mandate in 2023 with a well-balanced capital allocation strategy. This morning, we
announced a plan to return 11 billion of capital to shareholders, which represents about 50% of
our forecast in CFO at $80 WTI. The other half of our cash flow will be dedicated to reinvesting in
the business. From a portfolio perspective, our deep and well-diversified asset base is well
positioned to generate solid cash flow growth for decades to come.” (ConocoPhillips Q4 2022
Earnings Call, 2/2/2023)

ConocoPhillips told analysts that as long as oil prices as high, “you should expect higher
distributions from the company.” “Ryan Lance -- Chairman and Chief Executive Officer: No, we're
not trying to message that, Neil. But what I remind people is the 30% commitment that we have is
a through-the-cycle commitment. We've also signaled to our results and told the shareholders
that when prices are above our mid-cycle price, you should expect higher distributions from the
company. And that's consistent with what we've done over the last number of years. So, as we
look today at where the strip is trading, where the regional differentials are at, you know, we've
kind of picked $11 billion at an $80 price deck. So, that's how we're going into the year. It
represents about 50% of our cash flow. But, again, that 80 is well above our mid-cycle price, and
our commitments tied to the through-the-cycle kind of mid-cycle price call.” (ConocoPhillips Q4
2022 Earnings Call, 2/2/2023)

ConocoPhillips credited “producer discipline” and sanctions for high oil prices

ConocoPhillips' CEO told analysts he predicted continued high prices thanks to “continued
producer discipline and the expected impacts of Russian oil and product sanctions.” “Ryan
Lance -- Chairman and Chief Executive Officer: On the supply side, we believe the continued
producer discipline and the expected impacts of Russian oil and product sanctions are likely to
keep balances tight. So, while commodity prices are currently not as high as they averaged in
2022, we see duration to this upcycle.” (ConocoPhillips Q4 2022 Earnings Call, 2/2/2023)
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ConocoPhillips emphasized their oil production plans were based on “maximizing
returns”

When asked about their production plans, a ConocoPhillips executive said, “our focus is on
maximizing returns and recovery while minimizing future interference.” “Nick Olds -- Executive
Vice President, Lower 48: Yeah, good morning, Steve. So, I'll give a little more color on that one.
Let me start with just the well performance that we're seeing versus the tight curves. So, if you
look at our 2022 development wells, they have been performing, you know, slightly above the
curve expectations across all four basins, including the Permian Basin. And that strong
performance reinforces and validates the development plans that Ryan just mentioned, which is
our focus on maximizing returns and recovery while minimizing future interference.”
(ConocoPhillips Q4 2022 Earnings Call, 2/2/2023)

A ConocoPhillips executive described their 2023 production plans as focused “around
improving capital and operating efficiency.” “Nick Olds -- Executive Vice President, Lower 48:
Yeah, Ryan, this is Nick. Yes, let me walk you through that. So, as you mentioned, we've assumed
a level-loaded steady-state program for 2023 based on the second half of 2022 for rigs and frac
crews. The focus for this year will really be on improving capital and operating efficiency. Now, we
do expect some modest growth in partner activity as the year progresses. And then, we have
some larger operated pads that will come online in kind of 2Q, 3Q. So, our Lower 48 plan will
deliver production in the mid-single digits, with the majority of that growth weighted to the
Permian. Now, with respect to the profile shape, it will be kind of mid to back-end weighted in
2023.” (ConocoPhillips Q4 2022 Earnings Call, 2/2/2023)

ConocoPhillips’ CEO described their goal as “getting the margins as expanded as we can
leading to kind of the returns and the productivity that we are seeing today.” “Ryan Lance --
Chairman and Chief Executive Officer: You know, we are pretty pleased where the portfolio is at. I
mean, Dominic did a good job of kind of going across the globe. I think we spent a lot of time
over the last five years really coring up the portfolio, really focused on getting it as low cost of
supply as we can, getting the margins as expanded as we can leading to kind of the returns and
the productivity that we are seeing today. So, we are just hyper-focused on making sure the
efficiencies are there, and the returns are there.” (ConocoPhillips Q4 2022 Earnings Call,
2/2/2023)
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DIAMONDBACK ENERGY

Diamondback Energy reported paying out billions to investors in 2022

Diamondback Energy’s CEO boasted to investors that the company “generated record cash flow”
in 2022.“Travis Stice -- Chairman and Chief Executive Officer: Thank you, Adam, and welcome to
Diamondback's fourth-quarter earnings call. 2022 was another great year for Diamondback. We
successfully executed our capital program, accelerated our return of capital plan, and generated
record cash flow. I'm very proud of all that we were able to accomplish and look forward to what I
believe will be another strong year for the company.” (Diamondback Energy Q4 2022 Earnings
Call, 2/22/2023)

Diamondback CEO told analysts the company funneled $3.1 billion to investors through
dividends and buybacks in 2022. “Travis Stice -- Chairman and Chief Executive Officer: Our
ability to hold our capital budget flat and stay within our original guidance range while also
exceeding our production target is something you should expect from Diamondback as we push
to deliver differentiated results quarter after quarter. Financially, we generated over $7 billion in
EBITDA and 4.6 billion in free cash flow, or nearly $26 per share, both records for the company.
We made significant progress on our return of capital plan, increasing our cash return
commitment in the middle of the year to return at least 75% of free cash flow to stockholders. In
total, we returned 68% of our free cash flow in 2022, which equates to 3.1 billion, through a
combination of our base and variable dividend and share repurchase program, buying back
nearly 8.7 million shares at an average price of $126 per share for a total of 1.1 billion.”
(Diamondback Energy Q4 2022 Earnings Call, 2/22/2023)

Diamondback’s CEO, noting that the company returned nearly 70% of free cash flow to
investors, said, “our business model is working.” “Travis Stice -- Chairman and Chief Executive
Officer: In closing, 2022 was an outstanding year for the company. We generated record-free
cash flow and distributed nearly 70% of it to our shareholders, strengthened our balance sheet,
extended our inventory runway, and continued to produce one of the highest-margin barrels in
the industry. Looking ahead, our business model is working, and we are confident in our 2023
outlook and our ongoing ability to continue generating peer-leading returns for our stockholders.
With these comments now complete, operator, please open the line for questions.” (Diamondback
Energy Q4 2022 Earnings Call, 2/22/2023)

Diamondback Executives stressed the company was prioritizing investor returns and
claimed it was “growing oil production per share”

Diamondback’s CEO pushed back on growing production, saying, “the feedback we get from
our shareholders is encouraging us to continue to embrace a shareholder return mode.“
“Travis Stice -- Chairman and Chief Executive Officer: Yes, Neal, I don't think the macro conditions
are dictating any kind of production growth currently. I mean, you still have, you know, an
uncertain Fed action, and you've got uncertainty around the China, COVID, demand recovery.
You've still got Russian barrels that, you know, are still finding their way into the market. So, it
doesn't appear to me that the macro conditions have fundamentally changed. And certainly, the
feedback, and perhaps most importantly, the feedback we get from our shareholders, are
encouraging us to continue to embrace a shareholder return mode.” (Diamondback Energy Q4
2022 Earnings Call, 2/22/2023)
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Diamondback’s CFO claimed the company was “growing oil production per share” thanks to a
“significant amount of buybacks” and said the company was not “trying to follow the crude
price.” “Kaes Van't Hof -- President and Chief Financial Officer: Yeah. I also think on top of that,
Neal, you know, we're going to be growing oil production per share significantly in 2023, you
know, through two well-timed acquisitions and a significant amount of buybacks in 2022. So, you
know, first-year metrics continue to improve. We continue to invest in high-return projects while
not having to change our, you know, activity plan on a monthly basis, trying to follow the crude
price. You know, the plan is the plan, and the steady state of activity has produced good results
today, and no need to change that while it's working right now.” (Diamondback Energy Q4 2022
Earnings Call, 2/22/2023)

Diamondback’s CFO: “I really think the best benefit of this lower growth environment is that
we can grow per share metrics while not having to change our development plan with every
$10 moving oil price” “Kaes Van't Hof -- President and Chief Financial Officer: But I think we
manage that in our guidance and also manage that in how we're going to complete wells across
the pro forma position. So -- and certainly, the base decline is coming down. But I really think the
best benefit of this lower growth environment is that we can grow per share metrics while not
having to change our development plan with every $10 moving oil price, right? We -- the plan is
the plan right now. Shale has certainly become a longer cycle with these bigger pads. And so, we
do not have to put a stress on the ops teams to move pads around if oil moves, you know, $5 or
$10 a barrel.” (Diamondback Energy Q4 2022 Earnings Call, 2/22/2023)

Diamondback’s CFO noted the company’s tax manipulation was allowing the company
to pay out more to investors

Diamondback’s CFO noted that “well-timed deals” allowed the company to defer taxes and
“push out a little more cash” to investors.“ Kaes Van't Hof -- President and Chief Financial
Officer: Yeah. Good question, Kevin. The biggest benefit we did receive in the fourth quarter.
Obviously, commodity prices came down quarter over quarter from Q3 to Q4. So, that was a
surprise for the positive on cash taxes, I guess that hurts you overall. But the biggest deferral we
got was when we closed the FireBird deal. It came with about $100 million of midstream assets
and some other fixed assets that, you know, we're able to depreciate right away. And so, that
allowed us to defer more taxes into 2023. You know, as we've modeled 2023, you know, we still
have about $1 billion NOL that will be exhausted this year. But on top of that, also closing the
FireBird and Lario transaction, which added some, you know, midstream and fixed assets as well.
So, you know, generally, this is, you know, kind of our last year before being a full cash taxpayer.
We got two well-timed deals that allowed us to push out a little more cash. You know, obviously,
it's not the reason why we do the deals, but it's a nice tangential benefit.” (Diamondback Energy
Q4 2022 Earnings Call, 2/22/2023)
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EXXONMOBIL

ExxonMobil broke new profit records even with lower revenue than their previous record
year

ExxonMobil’s CEO: “we delivered higher profits than 2012, our previous record year, with a
400-basis-point improvement in profit margin.” “Darren Woods -- Chairman and Chief Executive
Officer: Excluding asset sales, we had our best cash flow performance since the merger. And
despite lower revenues, we delivered higher profits than in 2012, our previous record year, with a
400-basis-point improvement in profit margin, reflecting upgrades to our product mix, structural
cost reductions, and disciplined expense management. 2022 was also a year of strong progress
across our five strategic priorities. Importantly, we've continued to strengthen our
industry-leading portfolio and increased production from high-return advantaged assets in
Guyana and the Permian at a time when the world needed it most.” (ExxonMobil Q4 2022
Earnings Call Transcript, 1/31/2023)

ExxonMobil’s CEO noted, “If you look at 2012 when we had our last -- or higher revenues than
we've got today, we made more money this year with fewer revenues.” “Darren Woods --
Chairman and Chief Executive Officer: Sure. Yeah. This is obviously a really important focus area
for us. And let me just maybe start with a broad strategy and philosophy that you've seen us
executing here over the last five years. And as I mentioned on CBC this morning, I think we see
that paying off with respect to the profit margins and the improvements that we see in the profit
margins. If you look at 2012, when we had our last -- or higher revenues than we've got today, we
made more money this year with fewer revenues. And that's really a function of the improvement
in net profit margin, where we went from about 10% net profit margin in 2012 to 14% in 2022. So, I
think a reflection of the work that we've been doing to better position ourselves competitively.”
(ExxonMobil Q4 2022 Earnings Call Transcript, 1/31/2023

ExxonMobil said supply constraints were boosting refining margins, something that
would continue through 2023

ExxonMobil’s CEO: “ I think the driver behind the refining margins that we've seen here of late
is the -- driven by the pandemic impacts of shutting down capacity and then not having that
capacity available as demand has recovered.” “Darren Woods -- Chairman and Chief Executive
Officer: Yeah. I'll take that, Jeanine. I think I'll start with just the market in general. And I think the
driver behind the refining margins that we've seen here of late is the -- driven by the pandemic
impacts of shutting down capacity and then not having that capacity available as demand has
recovered. So, the world remains pretty tight, and it will stay, I think, tight while we wait for
additional refineries and expansions to come online, primarily out in Asia and the Middle East. I
think Russia's impact on the ban on products going into Europe could potentially have some
short-term implications. At the end of the day, those products are going to be needed.”
(ExxonMobil Q4 2022 Earnings Call Transcript, 1/31/2023

ExxonMobil’s CEO predicted high refining margins continuing into 2024, absent an economic
slowdown or recession. “Darren Woods -- Chairman and Chief Executive Officer: I think more
fundamental to refining is the shortness and with the economies picking up and with China
coming out of its COVID lockdown and the economic growth there. And then the view that you
take on the economic impacts and how severe recessions are here this year, that's probably
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going to play a much bigger role. If demand picks up, economies continue to grow; we're going
to see that tightness manifest itself in continued high refining margins, which I think will mean
fairly high margins this year and potentially going into 2024 as well.” (ExxonMobil Q4 2022
Earnings Call Transcript, 1/31/2023

ExxonMobil used high oil prices to spend $30 billion on stock buybacks and dividends in
2022

ExxonMobil’s CEO: “we returned $30 billion to shareholders in 2022, including about $15
billion in dividends, which also led peers. ”Darren Woods -- Chairman and Chief Executive
Officer: In 2022, we boosted the quarterly dividend by more than 3% and marked the 40th
consecutive annual increase. Additionally, we increased our share repurchase program twice
during the year. In total, we returned $30 billion to shareholders in 2022, including about $15
billion in dividends, which also led to peers. These actions reflect the confidence we have in our
strategy, the performance we've seen across our businesses, and the strength of our company's
future. We're proud of our people and their work to meet the evolving needs of society.”
(ExxonMobil Q4 2022 Earnings Call Transcript, 1/31/2023

ExxonMobil’s CEO said the company expected to spend $35 billion on stock buybacks in
2023 and 2024. “Darren Woods -- Chairman and Chief Executive Officer: As you've seen, we
remain committed to our capital allocation priorities, investing in advantaged projects,
maintaining a strong balance sheet to manage across the commodity cycles, and sharing our
success through shareholder distributions, demonstrated our commitment to a reliable and
growing dividend and further sharing our success through the share repurchase program with up
to $35 billion in cumulative repurchases in 2023 and 2024. 2022 demonstrated the importance
of the equation and the strength of our strategy. We feel good about the progress we've made
and even better about the opportunities ahead.” (ExxonMobil Q4 2022 Earnings Call Transcript,
1/31/2023

ExxonMobil executives harshly criticized European windfall tax policies, warning of
“unintended negative consequences”

ExxonMobil criticized European windfall taxes as a “penalty on the broad energy sector,” in
contrast with the IRA in the US. “Kathy Mikells -- Senior Vice President, Chief Financial Officer:
But if I take an overall step back and say we looked at what happened in the EU and said, you
know, it [Inaudible] it's not legal, and it's the opposite of what is needed, right? So, what's needed
right now is more supply. And instead, what's been put in place is a penalty on the broad energy
sector. So, I'd contrast that with what's happened more recently in the United States with the
Inflation Reduction Act, right? There you see policy that's put out to incent industry, both to
accelerate technology and accelerate investment that's greatly needed, especially in areas where
the industries in terms of lowering emissions are still pretty nascent, things like hydrogen and
CCS. And you're already seeing investments start to flow into those industries.” (ExxonMobil Q4
2022 Earnings Call Transcript, 1/31/2023

ExxonMobil’s CEO said policies such as windfall taxes “will be yet another reason to pull back
on their investments in Europe. ”Darren Woods -- Chairman and Chief Executive Officer: And I
would just add, Doug, I think; obviously, we've been engaged with governments throughout
Europe. And I do think there is a sensitivity to the impact on future investments and the industry's
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appetite to continue to invest in what is a challenging market environment in the first place with
respect to Europe becoming more uncertain and less stable. So, I think there was some concern
going into this. And my suspicion will be many an industry; this will be yet another reason to pull
back on their investments in Europe.” (ExxonMobil Q4 2022 Earnings Call Transcript, 1/31/2023

ExxonMobil’s CEO: “there will be a lot of unintended negative consequences that come from
this. And as that manifests itself, a lot less appetite for doing this.” “Darren Woods -- Chairman
and Chief Executive Officer: And I'm not sure you're going to see then that begins to propagate
around the world just because of the negative impact it has on an industry that requires a stable
policy and some certainty when you're making the size of investments that the industry makes
over the time horizon that we make them in. So, my sense is that there will be a lot of unintended
negative consequences that come from this. And as that manifests itself, a lot less appetite for
doing this.” (ExxonMobil Q4 2022 Earnings Call Transcript, 1/31/2023

ExxonMobil’s CEO claimed their industry was “underinvesting” in oil and gas and
predicted “continued tight markets”

ExxonMobil’s CEO said the energy industry was “underinvesting” in oil and gas, and “I think
you're seeing the potential for continued tight markets.” “Darren Woods -- Chairman and Chief
Executive Officer: Yeah. Thanks. I'll take that one, Ryan. It's -- I think you hit on a very good point,
which is -- and the point that we've made historically is there has -- we are underinvesting as an
industry in this space. And in the depletion business, we are not keeping up with that depletion or
not offsetting it and covering the growth you find yourself in tight markets. And I think as the
broader public narrative has moved in this space and some of our competitors have stepped
back for investment there, that does tighten the amount of capacity that's coming on and the
supply that gets brought in over time. And until you have competitive alternatives, lower
emissions, competitive alternatives that address the full set of needs for society, there's going to
continue to be a demand for oil and gas and oil products. And so, I think you're seeing the
potential for continued tight markets.” (ExxonMobil Q4 2022 Earnings Call Transcript, 1/31/2023)
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MARATHON PETROLEUM

Marathon executives repeatedly emphasized the billions it showered on investors thanks
to massive profits

Marathon’s CEO boasted the company spent $12 billion on stock buybacks in 2022, totaling
$17 billion since May 2021. “Mike Hennigan -- Chief Executive Officer: MPLX remains a source of
durable earnings in the MPC portfolio. And as MPLX grows its free cash flow, we believe we will
continue to have the capacity to increase its capital return to unit holders. In 2022, we return
nearly $12 billion through share repurchases, bringing the total repurchases to almost $17 billion
since May 2021. In addition, we increased MPC's dividend by 30% to $0.75 per quarter.”
(Marathon Petroleum Q4 2022, 1/31/2023)

Marathon announced another $5 billion in stock buybacks was on the way for investors. “Mike
Hennigan -- Chief Executive Officer: In addition, we're focused on growth opportunities in
emerging technologies, as well as opportunities enabled by digital transformation. Beyond these
three objectives, we're also returning excess capital through share repurchases to meaningfully
lower our share count. In the period from early November through the end of January, we've
completed nearly $2.4 billion of share repurchases. And today, we announced an incremental $5
billion share repurchase authorization, reinforcing our commitment to strong capital returns.”
(Marathon Petroleum Q4 2022, 1/31/2023)

Marathon’s CFO: “During the quarter, we returned $351 million to shareholders through
dividend payments, and repurchased over $1.8 billion of our shares.” “Maryann Mannen --
Chief Financial Officer: This excludes a $176 million LIFO inventory benefit, as well as a $60
million gain related to the Speedway transactions. Adjusted EBITDA was $5.8 billion for the
quarter, and cash flow from operations, excluding unfavorable working capital changes, was $4.4
billion. During the quarter, we returned $351 million to shareholders through dividend payments
and repurchased over $1.8 billion of our shares. Slide 7 shows the reconciliation between net
income and adjusted EBITDA, as well as the sequential change in adjusted EBITDA from the third
quarter of 2022 to the fourth quarter of 2022.” (Marathon Petroleum Q4 2022, 1/31/2023)

Marathon’s CFO: “For the full year, we returned $13.2 billion out of $17.7 billion of our 2022
cash from operations, excluding working capital impacts, representing a 75% payout.”
“Maryann Mannen -- Chief Financial Officer: For the full year, we returned $13.2 billion out of $17.7
billion of our 2022 cash from operations, excluding working capital impacts, representing a 75%
payout. This was partially enabled by our commitment to complete our $15 billion capital return
program. The outstanding purchase authorization of $7.6 billion, which includes the incremental
$5 billion approval, demonstrates our commitment to returning capital. At the end of the fourth
quarter, MPC had approximately $11.8 billion in cash and short-term investments.” (Marathon
Petroleum Q4 2022, 1/31/2023)

Marathon’s CEO predicted their refinery business would remain strong thanks to
capacity cuts

Marathon’s CEO said their “outlook remains bullish for '23 supported by the nearly 4 million
barrels per day of refining capacity that has come offline globally in the last couple of years.”
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“Mike Hennigan -- Chief Executive Officer: Executing our operating, commercial, and financial
objectives, combined with a strong macro environment, led to total shareholder returns of 87%
for MPC in 2022. Before Maryann goes through the results for the quarter, we wanted to share
our outlook on the macro environment and the financial priorities for 2023. Our outlook remains
bullish for '23, supported by the nearly 4 million barrels per day of refining capacity that has come
offline globally in the last couple of years. Demand for transportation fuels we manufacture
remains robust.” (Marathon Petroleum Q4 2022, 1/31/2023)

Marathon’s CEO: “we believe that the current supply constraints and growing demand will
support strong refining margins in '23.” “Mike Hennigan -- Chief Executive Officer: We've seen
a recovery in demand across all our products since coming out of the pandemic. And we
anticipate a further recovery in 2023, particularly as we expect consumers to adjust consumption
patterns to lower retail fuel prices. Uncertainties remain around the pace and impact of China's
recovery, the magnitude of a potential US or global recession, and the impact of Russian product
sanctions. But despite these unknowns, we believe that the current supply constraints and
growing demand will support strong refining margins in '23.” (Marathon Petroleum Q4 2022,
1/31/2023)

Marathon executives repeated that sanctions on Russia were boosting their business

A Marathon executive described sanctions on Russia as “bullish.” “Brian Partee -- Senior Vice
President, Global Clean Products Value Chain: Yeah, John. This is Brian. I'll take that. So, just
really quick on your question on timeline, we do not expect it to really unfold until the second
quarter. So, leading into the sanctions, as you'd expect, we saw a pretty meaningful
de-inventorying coming out of Russia getting out of the sanctions, coupled with inventorying in
large parts of Northwest Europe. So, as a result, we're entering the sanction period of time at
really historically high levels of inventory, particularly in Europe. So, we view it as 2Q and beyond
the timeline perspective. But, directionally, we see it as bullish for cracks.” (Marathon Petroleum
Q4 2022, 1/31/2023)

A Marathon Executive said, “we feel well -- very well positioned to take advantage of that”
regarding the situation created by sanctions on Russia. “Brian Partee -- Senior Vice President,
Global Clean Products Value Chain: I think, given the dynamic nature of the situation in Russia,
that supply assurance component is really a big unknown, but we feel well -- very well positioned
to take advantage of that, given our position in the Atlantic basin. As you probably know, we
opened an office in London late last year and are very active in that market. The last point of your
question, in terms of distribution, without giving too much granular detail, a large portion of them
historically have moved into Latin America. We've historically exported 250,000 to 350,000
barrels a day depending on turnaround and unplanned downtime activity within our system.”
(Marathon Petroleum Q4 2022, 1/31/2023)
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PHILLIPS 66

Phillips 66 crowed over massive profits and cash funneled to investors in 2022

Phillips 66 President reported nearly $2 billion in earnings in the 4th quarter and funneling
$3.3 billion to Wall Street investors for 2022. “Mark Lashier -- President and Chief Operating
Officer: Thanks, Jeff. Good morning, and thank you for joining us today. In the fourth quarter, we
had adjusted earnings of $1.9 billion or $4 per share. We generated $4.8 billion in operating cash
flow. For the year, adjusted earnings were $8.9 billion or $18.79 per share. Our diversified,
integrated portfolio generated strong earnings and cash flow in 2022, supported by a favorable
market environment and solid operations. Our cash flow generation allowed us to strengthen our
financial position by repaying debt and resuming our share repurchase program. We returned
$3.3 billion to shareholders through share repurchases and dividends.” (Phillips 66 Q4 2022
Earnings, 1/31/2023)

Of the $3.3 billion spent on shareholders in 2022, $1.5 billion was stock buybacks. “Kevin
Mitchell -- Executive Vice President and Chief Financial Officer: During the year, we paid down
$2.4 billion of debt. This includes $430 million of debt paid down by DCP Midstream since we
began consolidating, effective August 18. We funded $2.2 billion of capital spending and returned
$3.3 billion to shareholders, including $1.5 billion of share repurchases. The other category
includes the redemption of DCP Midstream's Series A preferred units of $500 million.” (Phillips 66
Q4 2022 Earnings, 1/31/2023)

Phillips 66 spent $1.2 billion on dividends and stock buybacks in the 4th quarter of 2022
alone. “Kevin Mitchell -- Executive Vice President and Chief Financial Officer: We generated an
operating cash flow of $4.8 billion, including a working capital benefit of $2.1 billion and cash
distributions from equity affiliates of $261 million. Capital spending for the quarter was $713
million, including $310 million for growth projects. We returned $1.2 billion to shareholders
through $456 million of dividends and $753 million of share repurchases. We ended the quarter
with 466 million shares outstanding.” (Phillips 66 Q4 2022 Earnings, 1/31/2023)

Phillips 66 predicted continued high profits with billions more planned to spend on
dividends and buybacks

A Phillips 66 executive said 2022 was a “record year,” and “with increased volatility in the
market, that generally drives better business.” “Brian Mandell -- Executive Vice President,
Marketing and Commercial On the marketing business, I'd say that we will continue to perform
well, perhaps not as well as in 2022. That was a record year. But with increased volatility in the
market, that generally drives better business. We also had a joint venture retail record year last
year, and we continue to grow our retail joint venture in the U.S., and that continues to perform.
Also, there are issues in the European market that have helped us. Even things like expanding
our credit card business have been helpful in growing our business. So, I think we'll continue to
grow the business. You'll see the earnings strong, but perhaps not quite as strong as 2022.”
(Phillips 66 Q4 2022 Earnings, 1/31/2023)

Phillips 66’s President told analysts their plan was to spend as much as $12 billion on
dividends and stock buybacks by mid-2024. “Mark Lashier -- President and Chief Operating
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Officer: Slide 4 summarizes our progress. We are delivering returns to shareholders. Since July
2022, we've returned $2.4 billion to shareholders through share repurchases and dividends.
We're on track to meet our target return of $10 billion to $12 billion by year-end 2024. In January,
we reached an agreement to acquire all of the publicly held common units of DCP Midstream. We
expect the transaction to close in the second quarter of 2023, at which point, we will have an
87% economic interest in DCP Midstream.” (Phillips 66 Q4 2022 Earnings, 1/31/2023)

SHELL

Shell spent more on buybacks, and dividends than capital investments in 2022

Shell reported spending $26 billion on stock buybacks and dividends in 2022, more than they
spent on capital expenditures. “Sinead Gorman - CFO & Director: And now on to our financial
framework. Our strong performance over the year has allowed us to enhance our distributions to
shareholders. Our total shareholder distributions for the year were around $26 billion, in excess
of 35% of our 2022 cash flow from operations. And today, we have announced a new $4 billion
share buyback program, which we expect to complete on time of our Q1 results announcement.
As planned, we have also increased our dividend per share by 15% in the fourth quarter.
Demonstrating discipline, our total cash capital expenditure for 2022 was $25 billion. And our
outlook for 2023 is to maintain the $23 billion to $27 billion range, absorbing inflation.” (Shell PC
Q4 2022 Earnings Call, 2/2/2023)

Shell executives bragged they were actually making more money while producing less
than the last time oil prices were at current levels

Shell reported earnings of $40 billion for 2022, $17 billion more than when oil prices were at a
similar level in 2014. “Sinead Gorman - CFO & Director: These strong quarterly results helped us
to achieve our highest ever full-year results, with adjusted earnings of some $40 billion, more
than double those of last year and around $17 billion higher than in 2014 when Brent prices were
similar. We delivered a full-year cash flow from operations of over $68 billion. And our organic
free cash flow was around $48 billion.” (Shell PC Q4 2022 Earnings Call, 2/2/2023)

Shell’s CEO: “ we had in 2022, 7% less production than we had in 2014, yet we're able to
deliver some 80-plus percent free cash flow and 70-plus percent earnings.” “Wael Sawan -
CEO and Director: On the -- on where we are with Upstream. Having had the privilege of being
with Sinead in the Upstream business at the time when we set these targets, we have indeed
moved very fast on being able to monetize the parts of the portfolio that we felt did not fit into the
broader core of what we wanted in the Upstream. And just as a reminder, we've done a lot of
work in the Upstream over the past several years to fundamentally high-grade the quality of that
asset base. I referenced earlier in the morning, the fact that in 2014, at the similar Brent price, we
were delivering -- we had in 2022, 7% less production than we had in 2014, yet we're able to
deliver some 80-plus percent free cash flow and 70-plus percent earnings. And therefore, the
quality of the Upstream has significantly improved as a result of this focus on value over volume.”
(Shell PC Q4 2022 Earnings Call, 2/2/2023)
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Shell executives stressed they would only invest in green energy if it was “profitable”
with “double-digit returns”

Shell’s CFO said further investment in green energy “will depend, of course, on the returns
that we see as those come through, and that will continue to be the case.” “Sinead Gorman -
CFO & Director: But in terms of the -- are we dialing back or any of that side of things, you can
see from our capital investment, we have a very healthy budget within the side of things with
respect to renewables, in respect to green. But it will depend, of course, on the returns that we
see as those come through, and that will continue to be the case. At the moment, we're seeing
good opportunities, Nature Energy being a great one where, of course, it's just a logic where it
fits through. We're good at molecules. We're able to move those to different locations. And of
course, having the sort of business that we have with a number of customers to be able to
decarbonize them, it's a very clear logic as well.” (Shell PC Q4 2022 Earnings Call, 2/2/2023)

Shell’s CEO: “If we cannot achieve double-digit returns in a business, we need to question
very hard whether we should continue in that business. Absolutely, we want to continue to go
for lower and lower and lower carbon, but it has to be profitable.” “Wael Sawan - CEO and
Director: I think on low carbon, let me be, I think, categorical in this. We will drive for strong
returns in any business we go into. We cannot justify going for a low return. Our shareholders
deserve to see us going after strong returns. If we cannot achieve double-digit returns in a
business, we need to question very hard whether we should continue in that business.
Absolutely, we want to continue to go for lower and lower and lower carbon, but it has to be
profitable.” (Shell PC Q4 2022 Earnings Call, 2/2/2023)
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RETAIL
COLGATE-PALMOLIVE

Colgate-Palmolive stressed it had continuously hiked prices

Colgate’s CEO told analysts it saw sales growth in all of its categories in 2022. “Noel Wallace -
Chairman, President, and CEO: Thanks, John, and thank you all for joining us this morning and I
wish all of you a very Happy New Year. So I mostly wanted to focus on the year ahead today, as I
think we are well positioned to deliver strong results in 2023, even as we plan for a difficult
macroeconomic environment and continued uncertainty. That said, as we mentioned in the
prepared remarks, we are pleased with the progress we made in 2022. We delivered organic
sales growth in all four of our categories, including double-digit organic sales growth in Pet
Nutrition and high single-digit organic growth in Oral Care.” (Colgate-Palmolive Q4 2022 Earnings
Call, 1/27/2023)

Colgate’s CEO: “Our focus on building revenue growth management capabilities, particularly
through increased use of data and analytics is driving our pricing growth in ways beyond just
list price increases.” “Noel Wallace - Chairman, President, and CEO: And on top of that, we
continue to launch at-home whitening and professional whitening products to enhance our
credibility and expand our presence in the premium segment. And our focus on building revenue
growth management capabilities, particularly through increased use of data and analytics is
driving our pricing growth in ways beyond just list price increases.” (Colgate-Palmolive Q4 2022
Earnings Call, 1/27/2023)

Colgate’s CEO said the company saw up to 15% price hikes over the past two years and “we
have continued to take a lot of pricing and we will continue to see the benefits of that as we
move into 2023.” “Noel Wallace - Chairman, President, and CEO: Yeah. Thanks, Dara. Good
morning. So, again, let’s recap quickly, obviously, the strong topline growth or organic growth that
we have seen across the business. We are very pleased, obviously, with finishing the year with
strong momentum. Obviously, the pricing that we put into the P&L, particularly if you look on a
two-year stack basis up to 15.5%, so sequentially up as we moved out of the quarter. So we have
continued to take a lot of pricing and we will continue to see the benefits of that as we move into
2023.” (Colgate-Palmolive Q4 2022 Earnings Call, 1/27/2023)

Colgate-Palmolive said it would continue to hike prices in 2023 even as sales volume
declined

Colgate’s CEO admitted that volume was declining “given the magnitude of pricing that we
have seen” bit expected “continued pricing in the first half of this year.” “Noel Wallace -
Chairman, President, and CEO: Volume continues to be a challenge across the world, as you
have heard, I think, throughout the earnings season, categories have pulled back and that’s
expected given the magnitude of pricing that we have seen go into all geographies around the
world. Our sense is will see continued pricing in the first half of this year, which we think will have
a drag on volumes for the categories that we have seen particularly in the back half of this year,
but that will begin to improve in the second half of the year.” (Colgate-Palmolive Q4 2022
Earnings Call, 1/27/2023)
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Colgate’s CEO: “Pricing will need to continue to go through the categories in the first half of
this year…we will be taking more pricing.” “Noel Wallace - Chairman, Presiden,t and CEO:
Pricing will need to continue to go through the categories in the first half of this year. As we
announced in the prepared remarks, we will be taking more pricing and there’s a real question
mark, given the magnitude of the pricing that we have seen in the back half of 2022 and the
pricing implementation in 2023, the impact that we will have on the consumer. So far, if I give an
overarching comment to elasticities, they have been very much in line with where we have
expected.” (Colgate-Palmolive Q4 2022 Earnings Call, 1/27/2023)

Colgate’s CEO cited “a lot of pricing that we have taken across a broad section of categories.”
“Noel Wallace - Chairman, President, and CEO: Good momentum on Oral Care and strong
innovation and a lot of pricing that we have taken across a broad section of categories, and we
want to ensure that we have the investment there to generate to get the pricing seated in the
marketplace and continue to drive consumption growth for our retailers. So, overall, it will be
another year of a good investment, a good share growth we expected, and obviously, good
topline growth coming through the P&L. Let me turn it over to Stan to kind of take you through
how we bridged some of the aspects, around gross margin and operating margin.”
(Colgate-Palmolive Q4 2022 Earnings Call, 1/27/2023)

Colgate-Palmolive explicitly connected price hikes as their strategy for “margin
expansion”

Colgate’s CFO said “pricing” would be a “significant” help to gross profit and “margin
expansion.” “Stan Sutula - Chief Financial Officer: Sure. Thanks, Noel. And on gross profit margin,
you started to see some progress, right? North America, Latin America and Africa, Eurasia, you
saw improvements in the operating margin in the fourth quarter. As we look at gross profit, Noel,
highlighted the pricing, that significant flow-through will help in 2022. The productivity will be a
tailwind here and material and Ranpak in particular will still be a headwind that moderates coming
off of 2022. So, as you look at gross profit margin expansion, that’s going to be a benefit. But
keep in mind, as you work down, we are going to have investments in advertising. We expect to
increase that on a dollars and percent of sales.” (Colgate-Palmolive Q4 2022 Earnings Call,
1/27/2023)

Colgate’s CEO told analysts “driving gross margin for our company has always been
fundamental” and “we are very focused on getting pricing” ”Noel Wallace - Chairman,
President, and CEO: Thanks, Mark. Let me start with the end, the last question firs,t and provide
some thoughts, and I will have Stan walk through you a bit more of our assumptions once again.
Listen, driving gross margin for our company has always been fundamental, and it’s always been
the fulcrum of our P&L, and as we laid out in the prepared comments, we expect gross profit to
be up in 2023. I remind you that the gross profit was down 160 basis points in the fourth quarter,
if -- when you exclude the impact of Red Collar. Some of the issues that we incurred in the fourth
quarter, obviously, we had a mix issue with the lower skin health business that we mentioned. A
little bit of a mix issue on Hill’s as well with more of the Science Diet business versus prescription
diet, but we obviously had the elevated ag prices moving through there and the startup costs that
as Stan mentioned earlier, that moved through the gross profit line. But step back, again, I mean,
we are very focused on getting pricing in the P&L, and you have seen that sequentially improve
from the third to the fourth quarter. We expect that to benefit us next year.” (Colgate-Palmolive Q4
2022 Earnings Call, 1/27/2023)
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Colgate’s CFO said the company had used their price hikes and sales to send $2.9
billion to their investors

Colgate reported funneling $2.9 billion to shareholders through stock buybacks and
dividends. “Stan Sutula - Chief Financial Officer: And the capital allocation, I think, as we look at
that return $2.9 billion to shareholders. We had $900 million of net share buyback. We have paid
dividends since 1895 and 60 consecutive years of increasing it. So our capital allocation strategy
hasn’t changed. We think it’s the right long-term strategy and we think our investment in M&A is
appropriate when we don’t have a better internal investment to do or to fill opportunities for us to
fill out our model.” (Colgate-Palmolive Q4 2022 Earnings Call, 1/27/2023)

KIMBERLY CLARK

Kimberly Clark’s CEO repeatedly noted the company increased prices beyond inflation

in 2022

Kimberly Clark’s CEO boasted “we’re making strong progress on margin recovery” crediting
“broad pricing actions.” “Mike Hsu -- Chairman and Chief Executive Officer: Theme number two,
we're making strong progress on margin recovery. Over the past two years, we faced
unprecedented inflation worth over $3 billion, a roughly 1,500 basis-point headwind to gross
margin. Our teams have done an excellent job mitigating this impact. Our product leadership,
commercial agility, and cost discipline enabled us to rapidly implement broad pricing actions and
generate over $700 million in cost savings. The successful implementation of revenue growth
management actions drove an inflection in our profitability in the second half of the year. Gross
margin stabilized in Q3 and increased year over year in Q4 by over 200 basis points. This was
our first major improvement in the last eight quarters. Collectively, these actions enabled us to
fully offset inflation and currency headwinds in 2022 on a dollar basis.” (Kimberly Clark Q4 2022
Earnings Call Transcript, 1/25/2023)

Kimberly-Clark’s CEO said the price of inputs was decreasing, but “revenue management
actions will continue.” “Mike Hsu -- Chairman and Chief Executive Officer: Recently, market
prices of some inputs have begun to ease, although they remain elevated relative to
pre-pandemic levels. While we're encouraged by this, it will take time for these benefits to work
through our contracts and flow through the P&L. Nevertheless, we'll continue to leverage our
scale to improve efficiency and reduce costs. At the same time, we expect our revenue
management efforts will continue to positively impact this year. This will aid ongoing gross margin
recovery while also enabling us to continue investing in our business. At the midpoint of our
2023 guidance range, we plan to improve the operating margin by approximately 80 basis
points. With incremental headwinds below the line, this translates to 2% to 6% growth in earnings
per share in 2023. We also intend to increase our dividend for the 51st consecutive year.”
(Kimberly Clark Q4 2022 Earnings Call Transcript, 1/25/2023)

Kimberly Clark’s CEO: “pricing exceeded input costs and inflation for the full year. So, we fully
offset inflation and FX for the full year last year.” “Mike Hsu -- Chairman and Chief Executive
Officer: Yes. Chris, I definitely feel like it's a realistic, you know, goal. And I think we'll get there.
And my view is we've turned the corner on our margin recovery program. Obviously, we saw in
the fourth quarter continued strong organic performance. But, you know, for the -- I said this in my
prepared remarks, pricing exceeded input costs and inflation for the full year. So, we fully offset
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inflation and FX for the full year last year. So, I think the teams did a great job there. And our
operating margin, you know, as I said, stabilized in Q3 and expanded by 200 basis points in Q4.
In terms of the cost outlook, so I think we're making great progress there. And let me say this
about costs. You know, one, from my seat, I'll say there's -- I see green shoots, OK? But even
though we still see cost headwinds coming into the year, there are green shoots, and we have
seen selected commodities start to ease.” (Kimberly Clark Q4 2022 Earnings Call Transcript,
1/25/2023)

Kimberly Clark’s CFO: “We had three quarters in a row where we actually expanded gross
margin. And as Mike pointed out, for the first time in Q4, we grew gross margin year over year
versus the last time we ever did that was back in mid-2020.” “Nelson Urdaneta -- Chief
Financial Officer: Just to add a little flavor on the gross margin, too, Chris. A couple of things. We
had three quarters in a row where we actually expanded gross margin. And as Mike pointed out,
for the first time in Q4, we grew gross margin year over year versus the last time we ever did that
was back in mid-2020. So, it had been a few quarters. That had not been the case. And that
reinforces Mike's point that what we have been talking about since July of really remaining
committed and having a line of sight to recovery in the margins is going to happen. As we stare at
this year, our plan calls for year-over-year margin expansion in gross margin every quarter.”
(Kimberly Clark Q4 2022 Earnings Call Transcript, 1/25/2023)

Kimberly Clark’s CFO: “for the year, we're going to be realizing positive pricing net of
commodity and forex. Whereas, last year, we were pretty much neutral.” “Nelson Urdaneta --
Chief Financial Officer: So, Steve, I think a few things that -- just to add a little bit of color or how
we get there on the math. So, I think the important thing to take into account is, you know, we're
staring right now at about $250 million of commodity costs at the midpoint, as we've guided. We
have about -- you know, in terms of currency, about $350 million at the midpoint in currency. And
then, in other costs, we have around $200 million. So, when you add it all up, you know, we will
be, for another year in a row, having a significant revenue growth management realization that
we've planned for, which, by the way, around two-thirds of that is solely carry over from 2022. So,
what happens at the end is, for the year, we're going to be realizing positive pricing net of
commodity and forex. Whereas, last year, we were pretty much neutral. We were able to fully
offset the $1.7 billion.” (Kimberly Clark Q4 2022 Earnings Call Transcript, 1/25/2023)

Kimberly Clark’s CEO: “ we have taken significant pricing.” “Mike Hsu -- Chairman and Chief
Executive Officer: And so, we have a broad offering, and we want to make sure we support our
consumers effectively along that. But for the most part, yeah, you know, we have taken significant
pricing. We are managing our promotions with discipline, and we'll continue to do that. I don't
know if that answers exactly what you're looking for, Kevin?” (Kimberly Clark Q4 2022 Earnings
Call Transcript, 1/25/2023)

Kimberly Clark predicted further price hikes in 2023

Kimberly’s Clark CEO told analysts “we've moved fast on pricing the last couple of years” and
that more pricing actions were coming. “Mike Hsu -- Chairman and Chief Executive Officer: OK.
Thanks, Steve. Yes. First of all, we've moved fast on pricing the last couple of years, right? And so,
you know, I'm really proud of the team and their ability to fully offset inflation on a dollar basis in
2022. But for the plan this year, I would say, the majority of our pricing is like -- is going to be
carryover, but we have taken new actions. Some list pricing, which is, in general, across most
markets, are already been announced into the marketplaces. But there are additional RGM
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actions we've taken as well that you might say, whether it's, you know, promotional changes or
productivity around trade spending. So, those are the more types that are kind of evergreen
programs that we're going to have in place.” (Kimberly Clark Q4 2022 Earnings Call Transcript,
1/25/2023)

Kimberly Clark executives told analysts that “additional pricing actions” were going to take
place in Q1 2023.

“Andrea Teixeira -- JPMorgan Chase and Company -- Analyst: That's helpful. Just as one
clarification that's missing on that. When you said two-thirds of the -- correct me if I'm wrong, I
understood; it's like everything that you have in plan in terms of pricing is about two-thirds
carryover. So, it implies that you have another one-third of the pricing to come through in the
plan.

Mike Hsu -- Chairman and Chief Executive Officer: Yeah. And I said earlier, I can't remember,
maybe it was with Steve, but yeah, we have a significant portion of carryover pricing that was
launched last year that still carries over into this year. And then we've taken additional pricing
actions since then. And so, we've generally announced pricing actions across markets that are
taking effect this quarter. And so, that's also factored into the plan.

Nelson Urdaneta -- Chief Financial Officer Yeah, they go into effect in the biggest markets at the
end of Q1.”

(Kimberly Clark Q4 2022 Earnings Call Transcript, 1/25/2023)

Kimberly Clark cited the “essential nature” of their goods when discussing price hikes,
specifying hikes in both diapers and bath tissue

Kimberly Clark’s CEO said demand was still strong despite price hikes because of the
“essential nature of our categories.” “Mike Hsu -- Chairman and Chief Executive Officer: OK,
Lauren, I knew you were going to ask this, and so Russ and I were on the phone last night
working through this. And so, anyway, here are a couple of things. You know, one, let me just say
in North America, and I would say globally overall, we're seeing a resilient consumer. And I think
that does reflect the essential nature of our categories. Generally, as you know, our POS or
consumption volume where the POS Nielsen sales are in line with expectations. As I mentioned,
our shipment volatility has been a little higher just because of some of these discrete items that
we've worked through. This is the thing Russ, and I were looking at last night. I definitely would
say, the observed elasticity was slightly higher, or the elasticity impact on volume was a little bit
higher in the second half than the first half but remains, I would say, far below what's modeled.
And I think that does reflect the nature of our categories as being essential. And I'll throw a
couple of numbers at you. And these are category numbers, so not brand, and they're public
anyways, so not proprietary to us.” (Kimberly Clark Q4 2022 Earnings Call Transcript, 1/25/2023)

Kimberly Clark’s CEO specified that prices were up 7% on diapers and 11% for bath tissue in
Q4 2022.“Mike Hsu -- Chairman and Chief Executive Officer: But in Q4, you know, pricing was up
7% in diapers. So, that was diapers. And then, the bath tissue, yeah, for the fourth quarter, price
was up 11 for the category, and volume was down seven. And recognize, you know, I might factor
in, you know, three or four points of that seven is likely to be sheet count changes. And then,
adult care of the outlier because, you know, the price was up eight, and then the volume was still
up, right, up two. And the delta, I think those were all fourth quarter numbers. And the reason I is
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say the elasticities kind of seems like the impact has increased slightly in the second half is, in the
first half, you know, pricing was up mid to high single digit, and volume continue to be up. And so,
there is a difference. I think the consumer environment was different.” (Kimberly Clark Q4 2022
Earnings Call Transcript, 1/25/2023)

Kinmberly Clark CEO: “I do think there is more pressure on the consumer, but I still think, you
know, the category remains very resilient because of the essential nature of the category.”
“Mike Hsu -- Chairman and Chief Executive Officer: I do think there is more pressure on the
consumer, but I still think, you know, the category remains very resilient because of the essential
nature of the category. So, I'll pause there, Lauren.” (Kimberly Clark Q4 2022 Earnings Call
Transcript, 1/25/2023)

When questioned if he was “taking too much pricing,” Kimberly Clark’s CEO noted that both
personal care and tissue sales grew 7%.

Javier Escalante -- Evercore ISI -- Analyst: The branded competitor and inclusive of the private
label because you are talking about price increases in addition to whatever carryover comes from
this year. And we wonder to what extent you are taking too much pricing and whether you can
keep it.

Mike Hsu -- Chairman and Chief Executive Officer: Well, you know, all I'll say is the underlying
category growth in the fourth quarter was 7% for both personal care and tissue.

(Kimberly Clark Q4 2022 Earnings Call Transcript, 1/25/2023)

Kimberly Clark’s CEO pushed back on worries about their competitors or retail partners
regarding their price hikes

Kimberly Clarks’s CEO called the promotion environment “constructive” when discussing
competitors trying to underprice them. “Mike Hsu -- Chairman and Chief Executive Officer:
That's why I said it's softened in Q4. But we'll plan for this year and feel confident in our
commercial activation in North America, and then in nearly all markets around the world when we
have a few discrete items we're working across in international markets. In terms of the pricing
environment, I would say the promotion environment right now remains, you know, competitive
but, you know, I would say overall constructive.” (Kimberly Clark Q4 2022 Earnings Call
Transcript, 1/25/2023)

Kimberly Clark’s CEO admitted their retail pet it back on the right track. I do think -- you know,
I feel really good about our partners were “not the biggest fans of all these price increases.”
“Mike Hsu -- Chairman and Chief Executive Officer: Yes. Well, yes. I'll say yes; we'll cross that
bridge when we get there. You'll have to -- my personal bias is I'm not a fan of driving the
business through promotion. I don't -- you know, I can -- we can do it effectively because we
know our ROIs on trade promotion, as well as we know our advertising ROIs. And so -- and
frankly, now, the returns, you know, on both are OK. I like the advertising ones better. And so,
that's kind of my go-to. And I think it's better for the long-term health of the brand. And frankly,
Kevin, this is related to the question you're asking, our customers expect it. I mean, you know,
they're concerned about value for their shoppers. And so, you know, they're not the biggest fans
of all these price increases.” (Kimberly Clark Q4 2022 Earnings Call Transcript, 1/25/2023)
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PROCTER & GAMBLE
Note: P&G follows a fiscal calendar and reported Q2 2023 profits during the quarter ending Dec 31, 2022.

Procter & Gamble said their “strong results” were driven primarily by price hikes even as
sales volumes decline

Procter & Gamble’s CFO said the company's sales had increased 7%, driven by price hikes as
volume actually decreased.“ANDRE SCHULTEN, CFO, THE PROCTER & GAMBLE COMPANY:
Moving to the April-June quarter. Organic sales grew 7%. Pricing contributed 8 points to organic
sales growth as additional price increases reached the market. Mix was flat, and volume declined
1 point, which is due to reduced operations in Russia. Volume for the balance of the business,
excluding Russia was up 1 point. These strong company results are grounded in the broad-based
category and geographic strength.” (Procter & Gamble Q4 2022 Earnings Call, 7/29/2022)

Procter & Gamble predicted a “strong price contribution” to growing sales even with “modest
decreases in unit volume.” “ANDRE SCHULTEN, CFO, THE PROCTER & GAMBLE COMPANY: :
We expect global market value growth in our categories to moderate back towards a range of
around 3% to 4% with strong price contribution, offset by modest decreases in unit volume. With
the strength of our brands and commitment to keep investing in the business, we continue to
expect to grow at or above underlying market levels, building aggregate market share globally.
This leads to guidance for organic sales growth in the range of 3% to 5% for the fiscal '23.”
(Procter & Gamble Q4 2022 Earnings Call, 7/29/2022)

Procter & Gamble’s CFO: “we expect pricing to be the main driver in that market growth with
volumes slightly down. That is a logical consequence of the broad-based pricing that we are
seeing in the market.”“ANDRE SCHULTEN: Yes. Thanks, Dara. You're right. Our top-line guidance
is, as always, grounded in what we expect in the marketplace. We see moderation -- or we expect
moderation in the overall value growth in the market from the 5% we had over the past 12 months
back to 3% to 4%. And we expect pricing to be the main driver in that market growth, with
volumes slightly down. That is a logical consequence of the broad-based pricing that we are
seeing in the market, assuming there will be elasticity. We've seen elasticity, albeit better than
expected based on historical levels, but we're seeing elasticity in the market, and that's reflected
in our market growth assumption.” (Procter & Gamble Q4 2022 Earnings Call, 7/29/2022)

Procter & Gamble told analysts that consumers were responding well to price hikes,
noting they “don’t deselect” their “daily use” products

Procter & Gamble’s CEO: “we'll continue to offset a portion of the cost impacts with price
increases… So far, elasticities in most categories where we've taken price increases have been
better than our historical experience.” “JON R. MOELLER, PRESIDENT, CEO & CHAIRMAN OF
THE BOARD, THE PROCTER & GAMBLE COMPANY: We're committed to keeping investing to
strengthen the superiority of our brands across innovation, supply chains, and brand equity to
deliver superior value for consumers in every price tier in which we compete. Alongside our
productivity work, we'll continue to offset a portion of the cost impacts with price increases.
Whenever possible, we'll close a couple of those price increases with innovation. Those moves
will be tailored to the market, category and brand. As consumers face increased pressure on
nearly every aspect of their household budgets, we invest to deliver truly superior value in the
combination of price and product performance to earn their loyalty every day. So far, elasticities in
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most categories where we've taken price increases have been better than our historical
experience.” (Procter & Gamble Q4 2022 Earnings Call, 7/29/2022)

Procter & Gamble’s CFO noted that even with price hikes, “our categories being daily-use
categories that consumers don't deselect even when they see high levels of inflation.”“ANDRE
SCHULTEN: We have full confidence in our ability to compete in this environment. Our categories
are daily-use categories that consumers don't deselect even when they see high levels of
inflation; our focus on Irresistible Superiority, our ability to make strong value claims based on
that superiority, the breadth of our portfolio across the price letter and value tiers and across
channels positions us well to compete in the environment. And most importantly, the strength in
our innovation portfolio and the runway we have in driving household penetration and trade-up
within the portfolio has us focused really on driving the market growth. And that inherently drives
share growth for us. That's part of our assumption to market size and relative share growth.”
(Procter & Gamble Q4 2022 Earnings Call, 7/29/2022)

Procter & Gamble’s CFO: “The reaction to those price increases from a retailer environment is
what you would expect. Nobody is pleased about the continued inflationary trends that we're
seeing, but it remains a constructive discussion.” “ANDRE SCHULTEN: The reaction to those
price increases from a retailer environment is what you would expect. Nobody is pleased about
the continued inflationary trends that we're seeing, but it remains a constructive discussion on
how to best execute what we need, both from a retailer standpoint and from a manufacturer
standpoint, which is the recovery of inflationary cost measures to the extent that cannot be
covered by productivity. In terms of our ability to offset the latest inflationary trends across
commodities and transportation, pricing is part of that. But the pricing we're taking is not covering
the entire breadth of increases that we're seeing. That needs to be a combined effort between
pricing, innovation and driving trade-up via innovation and productivity. But we feel good about
every part of that equation. Our innovation portfolio is stronger than ever. Our productivity muscle
is strong, and pricing dynamics and conversations remain productive.” (Procter & Gamble Q4
2022 Earnings Call, 7/29/2022)

Procter & Gamble said more price hikes were on the way and predicted the company
would be able to “hold prices”

Procter & Gamble told analysts further price hikes were coming in August and September,
“across most categories in the U.S.” “ANDRE SCHULTEN: The increases we're taking, and we've
announced in June, July, are going into effect broadly in this quarter, July, August, September,
towards the latter half of it. They are across most categories in the U.S. we also announced
pricing globally in the same ballpark, mid-single digits, but very differentiated. So in general, I
would tell you, mid-singles -- probably mid- to high singles, but really tailored by country, by
brand, by SKU to ensure that we do what I just described retailers are looking for, provide the
best value for their relevant shoppers in terms of absolute price point, product performance, and
value tier..” (Procter & Gamble Q4 2022 Earnings Call, 7/29/2022)

Procter & Gamble refused to comment if further price hikes would come beyond what was
announced.“ANDRE SCHULTEN: On pricing, my answer is going to be quick. What's announced
is announced, and everything else we can't talk about. But it's going to be a combination of
pricing, productivity, and innovation. That's as much as I can tell you. And we're always evaluating
pricing and the necessity for pricing in every market every day. So that's an ongoing discussion.
In terms of innovation, fundamentally, our innovation pipeline looks out 5 years, 10 years. The
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innovation pipeline continues to be strong. It continues to drive superiority across the full
portfolio because that's the definition of superiority. It's not just the premium end, and that doesn't
really change.” (Procter & Gamble Q4 2022 Earnings Call, 7/29/2022)

Procter & Gamble’s CEO noted that private label price increases “are even higher in some
cases than our own price increases,” suggesting it would help “the ability to hold prices.” “JON
R. MOELLER: Just one additional point, Rob, the -- relative to the competitive environment. We're
seeing price increases on private label brands and on mid-tier offerings that are even higher in
some cases than our own price increases. I just offer that perspective as it relates to the ability to
hold pricing and then -- and what it might mean for market share. As Andre said, it's a fairly
constructive environment.” (Procter & Gamble Q4 2022 Earnings Call, 7/29/2022)

Procter and Gamble paid shareholders $3.5 billion in the last quarter

Procter & Gamble reported it had funneled $3.5 billion to shareholders in the past quarter
alone, calling it a “strong performance in very difficult operating conditions.” “ANDRE
SCHULTEN: Core operating margin decreased 30 basis points as gross margin pressure were
largely offset by sales leverage and productivity improvements in SG&A. Currency-neutral
operating margin increased 20 basis points. Free cash flow productivity was 99%. We returned
$3.5 billion of cash to shareowners this quarter, nearly $2.3 billion in dividends, and nearly ($1.3
billion) in share repurchase.In summary, we met or exceeded each of our going-in target ranges
for the year: organic sales growth, core EPS growth, free cash flow productivity, and cash return
to shareowners. Strong performance in very difficult operating conditions.” (Procter & Gamble Q4
2022 Earnings Call, 7/29/2022)
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WALGREENS

Walgreens told analysts their retail business was boosted by price hikes

Walgreens credited growth in their retail profit margins to “strategic pricing and promotion
optimization and stabilizing shrink levels.” “JAMES KEHOE, EXECUTIVE VP & GLOBAL CFO,
WALGREENS BOOTS ALLIANCE, INC.: Turning next to our U.S. Retail business. Overall, we saw
the good retail performance as we continue to benefit from our omnichannel and mass
personalization initiatives. Comp retail sales decreased 1.9%, and this was largely due to lapping
a very strong prior year quarter when sales advanced 6.2%. Overall, our retail business has good
underlying momentum with 13% growth on a 3-year stack basis. On a full-year basis, comp retail
sales were up a strong 6%, the highest in nearly 2 decades, with positive contributions from
personal care, beauty, and cough, cold, flu, as well as COVID-19 OTC tests, which contributed
about 3 percentage points of growth. Retail gross margin expanded throughout the year,
reflecting the effective margin management, including strategic pricing and promotion
optimization and stabilizing shrink levels.” (Q4 2022 Walgreens Boots Alliance Inc Earnings Call,
10/13/2022)

A Walgreens executive noted, “ When gas prices are high, people don't travel as much to a
Walmart; they go to a Walgreens” as a reason why the company was focused on building
private label brands. “JAMES KEHOE, EXECUTIVE VP & GLOBAL CFO, WALGREENS BOOTS
ALLIANCE, INC.: On the flip side, there could be a deeper recession. Well, we think our business
is differentiated from mainstream retailers. I'm talking in front the of store for a minute -- that
we're not in the same high ticket categories where we have smaller baskets. When gas prices are
high, people don't travel as much to a Walmart; they go to a Walgreens, right? So we have -- and
we have an intense focus on building a much, much bigger owned label business. And we intend
to -- we don't say we're insulated, but we're far more insulated than some of the other peers out
there.” (Q4 2022 Walgreens Boots Alliance Inc Earnings Call, 10/13/2022)
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