
       SPOTLIGHT OPTION TRADE  

  
 

Dow Chemical Set Up for Breakout Run as Commodity Chemicals Stay Hot 
 

TRADE SNAPSHOT 

 

TICKER DOW 

SECURITY Dow Chemical 

SECTOR Basic Materials – Chemicals 

CURRENT PRICE $64.55 

LONG/SHORT Long 

TARGET $70 

STOP $61.50 

TIMEFRAME 6 Weeks 

 

Trading Strategy: Long DOW June $65 Calls at $2 or Better 
 

Net Debit/Credit: Debit $2 
 

Profitability Zone: DOW Above $67 on June OpEx 
 

Options Volatility / Trade Simulator View: 

 

 
 



 
 

Technical Analysis: DOW shares forming a weekly bull flag with a measured move and 138.2% Fibonacci 
target up near $70, a coiled pattern with healthy momentum.  

 

 



Fundamental Analysis: DOW is a leading chemicals company with a $49.4B market cap that operates through 
six global businesses which are organized into the following operating segments: Packaging & Specialty 
Plastics, Industrial Intermediates & Infrastructure and Performance Materials & Coatings. 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 is strongly positioned to see upside to earnings estimates with 
the recovery in many of its end-markets. DOW currently trades 12.85X Earnings, 19.8X FCF and 6.4X 
EBITDA with a 4.34% dividend yield. DOW forecasts see revenues rising 25% in 2021 and EBITDA up 
72.8%. DOW is coming off a strong quarter and navigated through some headwinds very efficiently. It noted on 
the call “While sectors like home care have begun to normalize, we do expect additional upside on continuing 
economic recovery in the industrial sector. And as travel, workplace and social activities resume, they will also 
provide a boost in demand for higher-margin personal care applications, as well as across the service sectors of 
the global economy. These constructive market trends will continue to support top and bottom line growth 
across all Dow operating segments in the second quarter.” Dow also noted that robust demand along with tight 
supply and low inventories will support pricing. Analysts have an average target of $68 and short interest is low 
at 1.4% of the float. Argus upgraded to Buy recently expecting it to benefit from strong pricing for commodity 
chemicals and strong N.A. and China demand.  
 
 
Options Activity:  
 

 
 

Potential Catalysts: No Scheduled Events 
 

 

 

 

 

 

 

 

 

 



 

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. 


