
 

 

Charter Position Adjusts, Sees Record Highs in Time 

Ticker/Price: CHTR ($508) 

 

Analysis: 

Charter Communications (CHTR) options active on 4/27 with 500 May $515 calls bought to open for $1.18M and the 
September $600 calls with 1100 bought as June bull risk reversals adjusted. CHTR has consistently seen bullish positioning and has 
plenty of open interest of note, much of which positioned in January 2021 and January 2022. CHTR is set to report earnings 5-1 and 
has closed higher four of its last five reports, an average max move around 8%. CHTR shares have recovered sharply from March 
lows and not too far from new highs, a best-in-class name. The $118B provider of cable and internet services trades 11.2X FY20 
EV/EBITDA, 26.5X Forward Earnings, and 26X FCF with a 5.6% FCF yield. CHTR continues to add customers and stabilize ARPU 
growth as it integrates the acquisitions of Time Warner Cable and Bright House. CHTR continues to win business through a better 
product and service and is at 52% homes passed penetration, an opportunity in another 24M homes. CHTR’s EBITDA margins trail 
scaled peers by 300 to 600 basis points and has room to close that gap over time, though it is growing faster which has high costs 
and feels it is maximizing ROI. It notes the key to structurally higher margins in higher penetration of homes passed and sees 
broadband as the product that drives the move. Analysts have an average target of $535 and short interest is at 6% of the float. CSFB 
upgraded shares to Buy with a $600 target in February as it reassessed the value created from its deal integrations seeing a strong 
outlook for faster growth for broadband customers, margin expansion and FCF generation with potential for $60B in buybacks over 
four years. Benchmark started shares Buy on 3/11 with a $573 target seeing cable stocks as a safe-haven and increasingly confident 
that 5G will have a neutral impact. MSCO upgraded to Overweight on 4/13 seeing value across the capital structure and the core 
business benefitting from work from home while having a healthy buyback with ample liquidity. Hedge Fund ownership fell 5% in 
Q4 filings, Berkshire Hathaway a top holder as its 16th largest position and is the #1 holding for Egerton Capital.  

Hawk Vision:  

 

Hawk’s Perspective: CHTR is a longtime favorite and has rallied sharply off lows, not seeing a great trade into 

earnings but one to be looking at on dips. 

 

Confidence Ranking: $$ 



 


