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Effects of Dividend Policy and Cost of Capital on ExxonMobil Firm’s Financial Profile
The Exxon Mobil is one of the giant energy firms in the United States with a $330billion market capitalization. The Exxon Mobil firm targets at generating a revenue of about $290 billion with an annual net profit of about $20 billion, this is possible approximation since their business is not only massive but also highly diversified. Before the oil market downturn, Exxon Mobil firm had generated approximately 90% earnings that were aided by both gas and oil, which forms their upstream segment. However, this changed in 2017, where oil generated 57% upstream segment, 24% downstream, and 19% chemicals segment (Eccles, & Krzus, 2018). Through the review of Exxon Mobil firm’s projects, options and stocks, as well as their valuation and estimation of debt and equity financing, effects of both dividend policy and cost of capital can be established. 
Effects of Dividend Policy on Financial Profile
Dividend policy refers to the guideline corporates utilize in deciding the amount to be paid back to the shareholders based on the earnings present at a particular time. It is decided by these elements; irregular or stable dividends, low or high payout, how frequent, and policy announcement decision. According to 10-k report, Exxon Mobil has been reported to have won the trust of most of the American shareholders due to availability of many projects that are evident worldly in the firms emerging initiatives (Eccles, & Krzus, 2018). The firm’s diverse portfolio forms high-quality projects across downstream, upstream, and chemical business; this increases the investor's trust resulting in a high stock purchase. Also, Exxon Mobil firm adopted Cboe stock options that are flexible and reliable investments tools for managing investors’ risks, income, as well as hedging their portfolios, which also help in attracting market traffics. Further, Exxon Mobil equity finance operates on the bases that equity changes numbers of investor’s shares but not the proportionate interest. In this firm divided is calculated using residual model equation;
Dividends=Net income-{(target equity ratio) (total capital budget)} 
Assuming that in certain year Exxon Mobil had; capital budget of $800,000, with target capital structure with a debt of 40%, and equity of 60%. With the target of maintaining $600, 000 as forecasted net income the payout dividends can be calculated as follows; 
Equity kept for capital structure=6/100× $800,000 =$480, 000
Debt=4/100×$800,000= $320,000	
From the $ 600, 000 net income the calculation of residual follow substation
Dividends paid = ($600, 000)-($480,000)
              =$120,000
Thus, the dividends payout ratio is given by;
 = ($120,000) ÷ ($600,000)
 =20/100×100
 =20%
In Exxon Mobil, dividend policy is measured by both dividend yield and dividend per share, while equity is used to measure firm performance (Krzus, & Tomlinson, 2019). Thus, the firm management utilizes dividend policy to minimize agency cost bearing in mind that the firm targets at maximizing its gain from the investment, and this has positively influenced the Exxon Mobil financial profile. Finally, to maintain an effective firm financial profile, firms’ management ought to have concrete knowledge on dividend policy. 
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