
 

 

Risk Reversal Likes Pullback in Tradewebs 

Ticker/Price: TW ($37.80) 

 

Analysis: 

TradeWeb Markets (TW) with a large trade on 10/1 that opened 3000 January 2020 $40/$35 bull risk reversals at a $0.45 
debit, willing to be long the stock at $35 while owning upside exposure via calls. The trade becomes the only major notable position 
in open interest. TW shares range to $50 from its IPO and since has given back nearly all of the gains, shares putting in a reversal 
hammer this week on YTD VPOC support. The $8.6B operator of marketplaces trades 35X Earnings, 29.6X EV/EBITDA and yields 
0.85%. TW forecasts call for 9% topline growth in FY20 that follows 14.8% in FY19 and double digit EPS growth. TW notes it has 
2500+ client firms and 95% of the top 100 global asset managers use its platform with its focus on Rates, Credit, Equities and 
Money Markets. TW’s FCF grew 27% in 2017 and 28% in 2018. It generates 55% of revenues from Rates, 20% from Credit, 5% from 
Money Market, and 6% of Equity. The company notes ““Electronic trading continues to increase across the markets in which we 
operate as a result of market demand for greater transparency, higher execution quality, operational efficiency and lower costs, as 
well as regulatory changes. As market participants seek to trade across multiple asset classes, reduce their costs of trading and 
increase the effectiveness of their trading, including through the use of data and analytics, we believe the demand for our platforms 
and electronic trading solutions will continue to grow.” “Trading volumes are influenced by, among other things, the amount of 
notional securities outstanding, new issuances, market volatility, regulation and economic factors such as growth and monetary 
policy. We believe we are well positioned to benefit from secular and cyclical trends impacting many of the markets in which we 
operate.” Analysts have an average target of $45.50 and short interest is muted at 2.5% of the float. BAML raised shares to Buy on 9-
13 noting recent weakness due to rotations and the lock-up but volumes continue to outperform expectations and seeing the biggest 
margin gains relative to peers. It sees TW continuing to benefit from structural and cyclical industry drivers such as a shift to 
electronic trading and regulatory changes. Barclays upgraded shares to Overweight on 10/1 with a $45 target.  

Hawk Vision: 

 

Hawk’s Perspective: TW fundamentals remain healthy despite the price weakness recently and overall the Exchange 

group is well positioned for a longer term shift to electronic trading, a name I like at this level. 

 

Confidence Ranking: $$ 


