
 

  

Call Buyers Hot for Medidata on M&A Potential 

Ticker/Price: SC ($21.40) 
 

Analysis: 

Santander Consumer (SC) shares pulling back from 52-week highs to rising cloud support and bullish flow 
yesterday as the November $23/$19 bull risk reversal opens 4,650X for a small debit. SC has bullish open 

interest in the May $20 calls, July $20, $21, $22, and $23 calls from February and April. The small channel 
back to support has room back to $22 and a breakout targeting $26 out of this big weekly range. The $7.49B 

company trades 7.58X earnings, 1.04X sales, and 1.25X FCF with a 3.75% yield. They see EPS growth of 3.1%, 
5.7%, and 12.8% through the next three years with 5-6% revenue growth. SC is benefitting from better loan 
originations at Chrysler Capital, up 23%, with delinquency ratios falling by 50 bps. They see near-term 

tailwinds from strong macro data like historically low unemployment, rising consumer confidence and steady 
US auto sales. Recovery rates hit 50%, the highest since 2016. Short interest is 1.1% and near multi-year lows. 

CSFB raising their PT in late April to $26. They believe the Federal Reserve recently lifting its order on SC is a 
prerequisite for the parent (SHUSA) to acquire the minority interest without significant incremental capital. 
“SC would have to acquire ~$0.75 of its shares, or ~10% of today's market cap, to reach 80% ownership and 

consolidate SC which, we believe would reduce cash taxes on dividends as well as eliminate a deferred tax 
liability.” Institutional ownership rose 5.6%. Windacre Capital a buyer of 5.9M shares, now with a 10.2M share 

stake and a 10.3% weighting. Azora Capital buying calls and Canyon Capital with 6.77M shares. 

Hawk Vision:  

 
Trading Strategy: SC has a clear catalyst expected this year with the consolidation structure but also like it a 

lot better close to that short put strike, or the 200 MA at $20. 

 

Confidence Ranking: $$ 


