
 

  

Cimarex Energy Calls Active into Weakness 

Ticker/Price: XEC ($67) 
 

Analysis: 

Cimarex (XEC) with buyers of more than 1,200 June $60 calls today between $7 and $7.70 and later 2,785 
September $80 calls bought around $1.80/$1.85. XEC is trading in a narrow channel from the January highs 

with a move over $70 key above cloud resistance for a move back to $77.50 and the 200-EMA. The $6.92B 
company trades 4.25X EV/EBITDA and 8.65X cash with strong cash flow conversion and a 1.2% yield. XEC 

sees 21% EPS growth in FY20 and 5-6% the next year with revenue growth of 12.7% and 11.3%. They see 
production growth of 20-30% Y/Y and expected to see better price realizations as the differential between 
Permian and WTI narrows. The company acquired Resolute for $1.6B in late 2018 and expands their footprint 

in the Permian Reeves Valley. The deal is accretive to EPS this year and cash flow from the new wells will fund 
additional development from day one. Analysts have an average target for shares of $107.50 with 11 buy ratings 

and 12 hold. Short interest is 2.8% and down from around 6% in early 2019. Susquehanna upgrading to 
Positive in February with an $88 PT. They think capital efficiency is set to improve as an extended period of 
Permian spacing tests, which negatively impacted well productivity, are largely behind the company. This, 

coupled with more oil-well growth from REN assets, provides a visible path for free-cash-flow generations. 
Institutional ownership rose 14.7%. Boston Partners, Bridgewater, and Point72 all notable buyers.  

Hawk Vision:  

 
Trading Strategy: XEC appears to be basing the last six days and M&A looks to be a potential driver in the 
space with XOM, CVX, and COP all possibly looking for deals after the OXY/APC deal.  It has a nice level to 

trade against near-term. 

 

Confidence Ranking: $$ 


