
       SPOTLIGHT OPTION TRADE  

  
 

Vale SA Positioned for Strong 2019 as Commodity Cycle Strengthens 
 

TRADE SNAPSHOT 

 

TICKER VALE 

SECURITY Vale SA 

SECTOR Basic Materials – Industrial Metals 

CURRENT PRICE $14.50 

LONG/SHORT Long 

TARGET $18 

STOP $13 

TIMEFRAME 5 Months 

 

Trading Strategy: Long the VALE June $15 Calls $1.10 or Better 
 

Net Debit/Credit: Debit $1.10 
 

Profitability Zone: VALE Shares Above $16.10 
 

Greeks: Delta 46; Gamma 10; Vega 4; Theta 0 
 

Options Volatility / Trade Simulator View: 

 

 



 
 

Technical Analysis: VALE shares are working out of a pullback trend after defending key support and the 
weekly cloud, back above all key moving averages on the weekly timeframe and MACD nearing a bullish 
crossover that can accelerate a trend move higher. 

 

 



Fundamental Analysis: The $72B industrial metals company with a focus on Iron Ore trades 8.45X Earnings, 
2.13X Sales, 11.8X FCF and 6X EBITDA with a 3.5% dividend yield and substantial cash.  VALE has 
accumulated a sizable amount of cash flow and could look to special dividends, buybacks, or acquisitions, 
recently a $500M deal for New Steel and could fund a $1B Brazilian copper project.  VALE has moved off 
2018 highs with concerns on the slowing China market for Steel, but shares look set to re-rate on the capital 
allocation potential.  On 12-11 Macquarie upgraded shares to Outperform.  Hedge Fund ownership jumped 
23.9% in last quarter’s filings, Impala Asset Mgmt. taking a large new position.  China has started to take 
easing steps that could boost demand for Steel and Iron Ore.  Goldman and Morgan Stanley have been out 
negative on Iron Ore prices for 2019 seeing weaker demand and rising supply.  However, Iron Ore has been 
resilient and prices are climbing rapidly nearing recent highs. 
 

 
 
Options Activity:  
 

 
 

Potential Catalysts: Capital Allocation News 
 



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. 


