
 

 

Realty Income Puts Bought as Rally Loses Momentum 

Ticker/Price: O ($51.55) 

$ 

Analysis: 

Realty Income (O) bearish flows today with 700 June $47.50 puts bought for $3.90 and follows recent buyers of 

2,750 May $50/$40 put spreads. Shares bounced back recently to the 50% retracement and fading this week back under 

the 8-EMA today. A move under $49 triggers out of this bear pennant with a return to $40 and the March lows in play. 

The $18B retail REIT trades 15X FY21 FFO with a 5% yield but leveraged above the industry average at 5.9X Net Debt / 

EBITDA and recently drew down on their credit line to ease some near-term burden. Realty Income has been under 

pressure with COVID-19 shuttering a number of retail locations and uniquely positioned given their mix for a 

potentially long recovery period. The company’s top tenants as a percentage of rent include fitness centers, movie 

theaters and daycare centers while their top industry is restaurants with heavy exposure to income from Hometown 

Buffett, Friendly’s, Boston Market, Pizza Hut, and more. The latter group has already seen some high-profile names skip 

April payments while many others negotiating for cuts. Realty Income’s geographic concentration also less favorable 

than peers with heavy concentration in NY, California, Florida, and Illinois which are current or developing hot spots for 

COVID-19. Analysts have an average target for shares of $72. Citi downgrading to Neutral on 4-7 citing lack of near-

term catalysts and additionally, a higher cost of equity will make spread-investment through acquisitions more difficult. 

Short interest is 2.4%.  Hedge fund ownership rose 6.8% in Q4. Zimmer Partners a buyer of 1.6M shares.  

Hawk Vision:  

 

Hawk’s Perspective: O fits the mold for a weak bounce in a troubled group with a bear pennant that can break 

sharply lower, a suitable short candidate.  

 

Confidence Ranking: $$ 


