
       SPOTLIGHT OPTION TRADE  

  
 

Keurig Dr. Pepper an Explosive Weekly Flag Set-Up, Best Beverage Co. 
 

TRADE SNAPSHOT 

 

TICKER KDP 

SECURITY Keurig Dr. Pepper 

SECTOR Consumer Goods – Beverages – Soft Drinks 

CURRENT PRICE $28.05 

LONG/SHORT Long 

TARGET $31 

STOP $26.50 

TIMEFRAME 3 Months 

 

Trading Strategy: Long KDP July $27 Calls at $2 Debit 
 

Net Debit/Credit: Debit of $2 
 

Profitability Zone: KDP Shares Above $29 on July OpEx 
 

Greeks: Delta 65; Gamma 10; Vega 5; Theta -1 
 

Options Volatility / Trade Simulator View: 

 

 
 



 
 

Technical Analysis: KDP shares on the weekly show a very coiled flag and nice uptrend with weekly RSI also 
on the verge of leading a breakout and trend move to new highs. 

 

 
 



Fundamental Analysis: The $39.4B beverage Co. trades 20X Earnings, 32.8X FCF, 4.9X EV/Sales and yields 
a 2.14% dividend.  KDP forecasts call for steady 15% EPS growth each of the next three years.  It is positioned 
in the stronger industry trends such as Coffee and Bottled Water and has a number of leading and emerging 
brands like Fiji Water and Body Armor.  On the financial side it has strong synergies underway with the merger 
with Keurig.  Analysts have an average target of $28.75 on shares and short interest is low at 1% of the float.  
Goldman Sachs upgraded shares to Buy on 1-8-19 with a $30 target seeing high earnings visibility and growth 
with improving margins and free cash flow generation.  Mondelez (MDLZ) has a $4.9B stake in KDP.  Cedar 
Rock Capital has a 7.44% weighted $278M position, its 6th largest.   
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings in May 
 

 
 
 
 
 
 
 
 
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. 


