
       SPOTLIGHT OPTION TRADE  

  
 

Opportunity in DR Horton into Spring Selling Season after Homebuilder Pullback 
 

TRADE SNAPSHOT 

 

TICKER DHI 

SECURITY DR Horton Inc. 

SECTOR Industrials – Home Construction 

CURRENT PRICE $38.78 

LONG/SHORT Long 

TARGET $43 

STOP $36 

TIMEFRAME 10 Weeks 

 

Trading Strategy: Long the DHI May $39 Calls $2.45 or Better 
 

Net Debit/Credit: Debit $2.45 
 

Profitability Zone: DHI Shares Above $41.45 on May OpEx 
 

Greeks: Delta 52; Gamma 6; Vega 7; Theta -2 
 

Options Volatility / Trade Simulator View: 

 

 



 
 

Technical Analysis: DHI shares pulled back last week and touched near the 50 day MA and key volume 
support before bouncing.  It was a natural move after testing 2+ year trend resistance and failing on the initial 
attempt, looking to move back above its 200 MA and clear the downtrend.  It has a strong weekly base in place 
and expect it to recover and start a trend move higher. 

 

 



Fundamental Analysis: The $14.9B homebuilder trades 8.85X Earnings, 1.6X Book and 7.7X EV/EBITDA 
with a 1.55% dividend yield.  DHI is seen hitting near 7% annual revenue growth each of the next two years.  
DHI is most exposed to the South Central, West, and Southeast for sales, and also targets mainly entry-level 
home buyers which positions it well for Millennials looking to buy their first homes.  DHI is increasing 
efficiency and returns via its deal with Forestar as a large, national residential development company.  Analysts 
have an average target of $44.50 and short interest is low at 2.9% of the float.  CSFB has an Outperform rating 
and $46 target seeing a favorable set-up into the Spring as the company is seeing sequential improvement after 
mortgage rates peaked and started to decline the past few months.  Mizuho raised to Buy on 1-23 with a $45 
target citing its price point diversification and strong balance sheet.  Hedge Fund ownership fell 14.45% in Q4 
filings. 
 
Options Activity:  
 

 
 

Potential Catalysts: Housing Data; Earnings 4-25-19 
 

 
 
 
 
 
 
 
 
 
 
 
 



Disclaimer: 

 

Not Investment Advice or Recommendation 

 

Any descriptions "to buy", "to sell", "long", "short" or any other trade related terminology should not be seen 
as a recommendation.  The Author may or may not take positions in any of the names mentioned, and is not 
obligated to disclose positions, nor position sizes. 

Content is for informational and educational purposes only. You alone will need to evaluate the merits and 
risks associated with the use of this content. Decisions based on information provided are your sole 
responsibility, and before making any decision on the basis of this information, you should consider (with or 
without the assistance of a financial and/or securities adviser) whether the information is appropriate in light 
of your particular investment needs, objectives and financial circumstances. Investors should seek financial 
advice regarding the suitability of investing in any securities or following any investment strategies. 

No reference to any specific security constitutes a recommendation to buy, sell or hold that security or any 
other security. Nothing constitutes investment advice or offers any opinion with respect to the suitability of any 
security, and the views expressed on this website should not be taken as advice to buy, sell or hold any 
security. In preparing the information contained in this website, we have not taken into account the 
investment needs, objectives and financial circumstances of any particular investor. This information has no 
regard to the specific investment objectives, financial situation and particular needs of any specific recipient of 
this information and investments discussed may not be suitable for all investors. 


