
 

  

Dow DuPont Calls Accumulate into Break-Up Event 

Ticker/Price: DWDP ($55.70) 
 

Analysis: 

DowDuPont (DWDP) buyers of 10,000 April $57 calls this morning from $0.95 to $1 and follows recent buyers in the 

$57.50 calls over 8,000X. The June $60 calls bought over 10,000X as well while the April $55 calls have 15,750 in open 

interest from buyers. There has also been calls bought in the September $57.50 calls, June $55 calls, and March 29th (W) 

calls. DWDP shares are moving back above cloud resistance today and consolidating in a multi-week range above its short-

term moving averages and under $56. A breakout targets a move up to $61. Longer-term, the large wedge is forming 

under $57/$58 which targets a move through the September low-volume gap back to $67/$68. The $123B chemicals giant 

trades 11.8X earnings, 1.45X sales, and 9X cash with a 2.75% yield. DWDP has taken down estimates recently now seeing 

2019 as a transition year as it faces headwinds from raw materials, FX, and weaker end-markets. The company is 

executing a three-company split which will allow them to re-focus R&D into faster growing businesses like DuPont which 

has opportunity in nutrition and health markets. Analysts have an average target for shares of $71 with 11 buy ratings and 

8 hold ratings. BAML positive on 3/6 seeing multiples as overly pessimistic for the three businesses (6X EV/EBITDA for 

Dow, 10X for Corteva and Dupont). They see Dow’s outsize capex spend over the last five years driving a premium 

EBITDA growth to peers like LYB. RBC lowering their PT today to $64 but maintaining a Top Pick rating. They see higher 

costs related to the split but management’s stronger focus on EBIT growth, FCF, and ROI will be a significant driver post-

split. Short interest is 1%. Institutional ownership fell 8%. On 8/8, CEO Ed Breen bought $2M in stock at $67.61, the 
largest open market buy in years for the name.  

Hawk Vision: 

 

Trading Strategy: DWDP has a clear long-term value proposition as well as an event-catalyst, though a 
frustrating name over the last few months.  It can be traded tightly versus this 33 MA. 

 

Confidence Ranking: $$ 


