
       SPOTLIGHT OPTION TRADE  

  
 

Chemical Giant Going Green Supports Better Growth Outlook, Re-Rating 
 

TRADE SNAPSHOT 

 

TICKER DOW 

SECURITY Dow Inc. 

SECTOR Basic Materials – Chemicals 

CURRENT PRICE $59.26 

LONG/SHORT Long 

TARGET $65 

STOP $56 

TIMEFRAME 2 Months 

 

Trading Strategy: Long the DOW March $60 Calls at $2 or Better  
 

Net Debit/Credit: Debit of $2 
 

Profitability Zone: DOW Above $62 on March OpEx 
 

Options Volatility / Trade Simulator View: 

 

 
 



Technical Analysis: DOW with a nice weekly set-up of a falling wedge back to key support and shares 
working out of that wedge with weekly RSI breaking out and MACD crossing bullish. Shares have pushed up to 
a falling 34-week EMA and VWAP off the highs and above $60.20 should be key to a trend move higher.  

 

 
 

Fundamental Analysis: DOW has a $43.2B market cap and trades 9.25X Earnings, 5.7X FY22 EBITDA and 
2.7X Book with a 4.72% dividend yield, a value name. Dow’s portfolio of plastics, industrial intermediates, 
coatings and silicones businesses delivers a broad range of differentiated science-based products and solutions 
for its customers in high-growth market segments, such as packaging, infrastructure, mobility and consumer 
care. DOW held an Investor Day in October outlining its position to capture growth from sustainability trends. . 
Infrastructure is a key end market for Dow and contributes to ~35% of net sales. Dow estimates that 
infrastructure is a $275B TAM and is growing at 1.3x GDP. Consumer is another key end market with a $200B 
TAM. Consumer is growing at 1.5x GDP and key growth drivers include an increasing middle class population, 
environmentally-conscious consumers (valuing plant-based feedstock rather than fossil fuel based counterparts), 
and wellbeing and safer materials trends. Packaging contributes to ~25% of net sales, has a $250B TAM and is 
growing at ~1.3- 1.5x GDP. Mobility contributes to ~10% of net sales, has a $75B TAM, and is growing at 1.5x 
GDP. Increased connectivity is required for autonomous capabilities and this connectivity is driving growth of 
+25bn devices by 2025. Dow is targeting a 24% increase in $/vehicle by 2025 and is investing in new 
capabilities like MobilityScience Studios to accelerate growth. Analysts have an average target of $63 with 
short interest at just 2% of the float. Wells Fargo with a $67 target on 12/9 noting a strong PE market and the 
market is being overly cautious. Wolfe downgraded to Underperform in October on concerns of a margin 
squeeze from rising natural gas, ethane and propane prices. Piper started at Overweight with a $78 target in 
September seeing strong FCF with growth initiatives and debt reduction as well as share repurchases.  



 
Options Activity:  
 

 
 

Potential Catalysts: Earnings 1-27-2022 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



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, and is not to be construed as specific investment advice or 

recommendations. 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 qualified professional 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, OptionsHawk has not taken into account the investment needs, objectives and 

financial circumstances of any particular investor. This information does not consider 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 

 
For example, and, as always, be aware that market timing and conditions may materially affect trades of this nature: The 

above is an example of a trade idea, but you must be aware of the risks of trading.  As we have disclosed, we are not 

licensed, and we are not giving specific securities advice for your portfolio.  We are merely providing examples and 

education of strategies.  We always advise people to get professional advice, and we are not recommending any 

particular trade or security, or soliciting any trade or security.   

 


