
       SPOTLIGHT OPTION TRADE  

  
 

Upside Calls in Chemicals Leader with Strong Pricing Outlook and Cheap Valuation 
 

TRADE SNAPSHOT 
 

TICKER LYB 
SECURITY LyondellBasell 
SECTOR Basic Materials – Specialty Chemicals 

CURRENT PRICE $106.70 
LONG/SHORT Long 

TARGET $120 
STOP $101 

TIMEFRAME 1 Month 
 
Trading Strategy: Long the LYB June $110 Calls at $2.80 or Better 
 
Net Debit/Credit: Debit $2.80 
 
Profitability Zone: LYB Shares Above $112.80 on June OpEx 
 
Options Volatility / Trade Simulator View: 
 

 



 
 
Technical Analysis: LYB shares are in a nice rising channel pattern and shares have pulled in to volume and 
VWAP support while RSI has reset to Neutral, potential to base and work to the upper end of the channel that 
aligns with the $120 option open interest.  

 

 
 



Fundamental Analysis: LyondellBasell is a global, independent chemical company across the petrochemical 
value chain and its businesses consist primarily of large processing plants that convert large volumes of liquid 
and gaseous hydrocarbon feedstocks into plastic resins and other chemicals. Its customers use the plastics and 
chemicals to manufacture a wide range of products that people use in their everyday lives including food 
packaging, home furnishings, automotive components, paints and coatings. LYB’s financial performance is 
influenced by the supply and demand for products, the cost and availability of feedstocks and commodity 
products, global and regional production capacity, operational efficiency and ability to control costs. LYB is 
one of the leading worldwide producers of olefins and polyethylene and the world’s second largest producer of 
polypropylene. LYB is positioned well for 2022 with demand across their products strong and those lagging 
areas like transportation fuels and automotive product rebounding. The company has been expanding capacity 
with new facilities opening in 2022 that will help drive earnings growth above the mid-cycle average. LYB has 
been delevering the balance sheet over the last two years with investors expecting elevated buybacks. LYB has 
a market cap of $35B and trades 5.3X EBITDA and 6.85X FCF with a 4.25% dividend yield and 13.7% FCF 
yield. LYB forecasts see Q2 being peak cycle after a strong run before it starts to face tougher comps. LYB 
plans to exit the refining business in 2023 and could unlock value seeking alternatives for its Houston refinery.  
Analysts have an average target of $120 and short interest is low at 1.6% of the float. BMO raised its target to 
$128 recently seeing the company on solid footing to generate strong earnings with margins seen expanding. 
Wells Fargo raised its target to $125 based on strong pricing trends across product lines while end-market 
recoveries drive improved results well into 2023.  
 
 
Options Activity:  
 

 
 
Potential Catalysts: No Scheduled Events; Houston Refinery Alternatives 
 
 
 
 
 
 
 
 
 
 
 
 



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.   
 


