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Description: DowDuPont was founded in 1897 and is headquartered in Midland, Michigan. 

The company engages in agriculture, materials science, and specialty products businesses 

in the United States, Canada, the Asia Pacific, Latin America, Europe, the Middle East, and 

Africa.  

 

The company’s Agriculture segment produces and sells hybrid corn seed and soybean seed 

varieties; sunflowers, wheat, alfalfa, canola, cotton, rice, and sorghum; silage inoculants; 

and crop protection products that include weed control, disease control, and insect control.  

 

Its Performance Materials & Coatings segment manufactures and sells architectural paints 

and coatings, and industrial coatings; performance monomers and silicones; standalone 

silicones; and home and personal care solutions. 

 

The company’s Industrial Intermediates & Infrastructure segment offers ethylene oxides, 

propylene oxide derivatives, cellulose ethers, redispersible latex powders, and acrylic 

emulsions; sustainable solutions; and chlorine and caustic soda. 

 

Its Packaging & Specialty Plastics segment provides ethylene, and propylene and aromatic 

products; and polyolefin elastomers and ethylene propylene diene monomer rubbers. 

 

The company’s Electronics & Imaging segment offers materials and systems for mobile 

devices, television monitors, personal computers, and electronics. Its Nutrition & 

Biosciences segment provides specialty ingredients, as well as cellulosic- and alginates-

based pharma excipients; and enzymes, biomaterials, biocides, and antimicrobial solutions 

and process technologies. 



 
 

The company’s Transportation & Advanced Polymers segment offers engineering resins, 

adhesives, lubricants, and parts for transportation, electronics, healthcare, industrial, and 

consumer end-markets. 

 

Its Safety & Construction segment provides engineered products and integrated systems 

for construction, worker safety, energy, oil and gas, transportation, medical device, and 

water purification and separation industries. 

 

 

Ticker: DWDP 

Price: $39.47 

Market Cap: $88.6B 

Performance: +9.78% YTD 

 

 

Analysis: 

 

Before we can dive into whether or not we believe DWDP is worth an investment we first 

have to talk about its history and what the current and future structure will look like 

because this is not your ordinary situation. DowDupont is what it is today from a merger of 

E.I. du Pont de Nemours and Company and The Dow Chemical Company back in 2017. After 

two years of being a combined company, management has decided to shake things up in a 

big way. 

 

DWDP is in the process of breaking up into three independent publicly-traded companies 

by June 2019: one company each in agriculture, materials science, and specialty products. 

The agriculture company will be named Corteva Agriscience; the materials science 

company will retain the Dow name; and the specialty products company will keep the 

DuPont name. 

 

As of this month, one of the break ups has already happened. This month, DowDupont Inc. 

finalized the spin-off of its material science division, Dow Inc (DOW) through share 

distribution of 1 DOW share for every 3 DWDP shares. So that is 1/3 of the break up done 

now. By June, Corteva should be a standalone company as well as Dupont. 

 

Just to clarify by June 1st, it should be: 

 

 



 
 

Dow (Materials Science) 

Corteva (Agricultural) 

DuPont (Specialty Products) 

 

*Also note that on April 2nd, DOW replaced DWDP in the Dow Jones Industrial Average. Just 

to further clarify, there is no relation between the Dow Jones and Dow.   

 

So where does this current situation leave us?  

 

Well the question is, do we buy DOW? Do we buy DWDP? Do we wait for Corteva to have its 

own stock? Or do we avoid all of them? 

 

Let’s go through each of the companies that are currently on the public market. Before even 

beginning, though, keep in mind that investing in DWDP several months ago was a much 

more diversified business. If you want that same diversification, then it would be wise to 

own both – once DWDP spins off Corteva you’d own all 3 by June. 

 

DOW Inc. Analysis 

 

Under the ticker DOW, you’re getting a business that is focused on Materials Science. One of 

the first things that stood out to us here is how shareholder-minded DOW is right off the 

bat. The company has announced that their $3B share buyback plan will start as early as 

this month, if it hasn’t already, and they announced that their dividend will be $0.70 per 

share for the quarter. A $2.80 per share yearly dividend equates to an industry leading 

4.8% yield – extremely attractive.  

 

If we compare this to competitors like Westlake Chemical Corp. (WLK), Lyondellbasell 

Industries (LYB), and Olin Corp (OLN) they have dividend yields of 1.3%, 4.3%, and 3.2%, 

respectively.  

 

One of the downsides right now to performing research on DOW is that because it has just 

went public, their next quarterly report will be on May 2nd, so we have to use DWDP Q4 

report and look into their Materials Science segment. 

 

What we’ll see from DOW is: 

 

• For Q4, Net sales decreased 1% to $11.8B 



 
 

• For Q4, Operating EBITDA decreased 12% to $2.1B, driven by margin compression 

in isocyanates and polyethylene products and lower equity earnings. 

• Full-year sales increased 11% on a pro forma basis, with local price and volume 

gains in all regions 

• Full year Operating EBITDA grew 10% on a pro forma basis, with gains in all 

segments, driven by local price and volume gains, including contributions from new 

capacity on the U.S. Gulf Coast; cost synergies; and higher equity earnings. 

 

Within DOW, there are three main components: Packaging and Specialty Plastics, Industrial 

Intermediates & Infrastructure, and Performance Materials & Coating. In Q4, all three came 

in pretty mixed as revs fell Packaging and Specialty Plastics alongside margins. Revenue 

grew in Intermediates & Infrastructure but margins collapsed 400 basis points, and 

Performance Materials & Coating experienced a decrease in revs but increase in margins. 

 

 
 

 

 
 

 
 

 



 
 

 
 

                                        

In DWDP’s Q4 presentation, the company is guiding DOW’s division to experience revenue 

to fall high single digit percentages and Operating EBITDA to fall low 20% for Q1 2019. As 

already said, we will see more on DOW’s call in May. 

 

On a valuation standpoint, DOW is currently valued at 9.75x forward P/E, which is a 

premium to the industry average of 7.87. We’d argue thought that DOW deserves a bit of 

premium given its super friendly dividend and share buyback programs. 

 

Let’s also analyze DOW on a full year basis for a longer-term view: 

 

 



 
 

While Q4 may have been rocky, 2018 was still a solid year for the company as they grew 

revenues 10% and net income 26% after adjusting for the restructuring costs and 

impairments to goodwill. These are solid numbers all around and as you’ll see below, if 

DOW can lean out the company even more and cut costs it will make a profound impact to 

the bottom line.  

 

One major concern, and its much of the reason we highlighted the Q4 numbers so much, is 

that they are experiencing some headwinds and difficulties in their plastics business and 

this could weigh on the stock short-term. Even on DWDP’s guidance they are forecasting a 

$100M reduction in its materials science division’s (DOW) operating EBITDA due to lower 

margins in packaging and specialty plastics globally. 

 

Looking ahead, the “New Dow” is going to be a lot leaner and should be able to send a lot 

more of the revenues to the bottom line, or at least according to management they should.  

 

 

                                     
 

 

 

 

 

 

 



 
 

 
 

 

Some risks we will highlight is that any downturn in the economy and this dividend can 

easily see a cut the way DOW cut it back during the Great Recession in 2008/2009. Another 

risk is the overall process of becoming an individual company again with a different 

organizational structure. In addition, investing in DOW is not nearly as diversified as the 

old DWDP. Instead of having exposure to 15+ different business you will only be investing 

in a company operating in six.  

 

Considering the company just started trading on its own the last two weeks, technicals 

won’t do it too much justice. We think it is worth owning here, especially based on 

management’s guidance of better cash flow conversion and higher return on capital. We’re 

never against diversifying though so if you did want to own LYB and others that would be 

wise as well. 

 

While we’re at it, we’re going to share some of the Street’s commentary on the stock: 

 

• "Dow offers a compelling value opportunity," says Goldman's Robert Koort, noting 

that the shares will pay a "best-in-class" dividend yield of ~5.6% (at the time); the 

company's plastics business is approaching a cyclical low set to rebound in 2020, 

Koort says, as he initiates coverage with a Street-high $71 price target. 

• Morgan Stanley analyst Vincent Andrews initiates Dow with an Overweight 

rating and $61 price target, stating that the company has his preferred capital 

allocation plan for commodity chemical companies: a "significant return of capital to 

shareholders, low risk/high reward/short payback period capex, and no large-scale 

M&A." 



 
 

• BMO Capital's John McNulty starts Dow at Outperform with a $64 price target, 

seeing a "compelling" risk/reward profile despite a "tough" macro environment and 

saying management's focus on returns, capital discipline and return of cash to 

shareholders "should better serve investors in the future." 

• BofA/Merrill's Steve Byrne initiates Dow with a Buy and $64 price target, citing 

under-appreciated profitability potential, productivity improvements and cross-

business collaboration initiatives. 

 

 

DWDP Analysis 

 

As we examine DWDP, this is an even tougher analysis because the question is whether you 

want to own it pre or post spin off. If you held DWDP before the DOW spin off you did okay 

because DOW has been on an uptrend since having its own ticker, perhaps the same will 

happen with Corteva in June.  

 

If you’ve been a shareholder of DWDP like many hedge funds have, they’ve been calling for 

a split up for a while now. For example Dan Loeb of Third Point Capital said in his 2018 

investor letter way back: 

 

“Several prominent sell-side analysts have noted the similarities between DWDP's three 

future spins [Corteva Agriscience, new Dow and new DuPont] and [their] three publicly 

traded peers: LyondellBasell (LYB), 3M (MMM), and Monsanto. Consensus 2020 EBITDA 

for DWDP is $23 billion - coincidentally the sum of 2020 estimates for LYB, MMM and MON 

is nearly identical at $22.5 billion. However, the combined enterprise value for these three 

companies is $234 billion, about 40% higher than DWDP's current enterprise value of $167 

billion. Simply applying a similar EV to DWDP (which we [Third Point Capital] believe is 

justified) implies a stock price of $92, nearly 50% higher than current levels. We expect this 

value gap to close over the next 12 months as synergies are realized and the three spin-offs 

are finalized.” 

 

In this case it would be wise to hold all three.  

 

https://seekingalpha.com/symbol/LYB
https://seekingalpha.com/symbol/MMM


 
 

 
 

 

DWDP had a strong 2018 outperforming much of its competition but similar to DOW, 

DWDP (and Corteva) do have some short-term headwinds in 2019 that have continued 

from Q4 2018. Just a couple of weeks ago, DWDP adjusted its guidance for the first quarter 

and now expects net sales to be down in the high single-digit percentage range. It had 

previously forecast sales to fall in the mid single-digit percentage range. Sales from its agri 

business (Corteva) are also expected to be down 4 percent to 6 percent and operating 

earnings before interest, tax, depreciation and amortization (EBITDA) are expected to be 

down by $125M - $150M. 

 

 
 

 



 
 

Over the last couple of years, DWDP has been doing well compared to its peers. From a 

valuation perspective, DWDP trades right in-line on a valuation perspective and has a 

higher dividend yield around 3.9% if it stays at $0.39 per quarter. 

 

Looking at Corteva, you’re getting the same stead, low-single percentage growth.  

 

                   
 

 



 
 

Somethings that will be a nice tailwind for the long-term future for DWDP and Corteva are 

things like population growth, increased global construction, demand for light weighting, 

automotive electrification, aerospace, 5G & Big Data, artificial intelligence (AI), Internet of 

Things (IoT), healthcare, demand for more natural ingredients and probiotics, energy 

efficiency, clean water & renewable energies. 

 

 

Overall, all three businesses are pretty stable and we do think them breaking up is actually 

the right move as the old DWDP was being assigned a pretty low multiple when compared 

to competitors that were less diversified and offered less return for shareholders. Leaning 

out the businesses will also make it easier for prospective investors to dissect each 

respective business and if there is anything we’ve learned over the years when it comes to 

investing it is that people love organizational structures and business that are lean and 

easier to evaluate. 

 

Technically speaking, DWDP is at a crossroad right now: 

 

                 



 
 

The stock is overbought on just about every metric we use and it has shown us multiple 

times it can’t break past this $40 level. What makes this whole analysis tricky, not just 

technically but also fundamentally, is whether everything changes now because of the new 

structure. We’d sit back on DWDP to see if it first breaks this level because if it can’t there’s 

a solid chance it comes back down to $37-38 area. If it breaks this level there’s a good 

possibility it moves higher because that would tell us that investors are beginning to view 

DWDP in a much different and better light. 

 

With regard to all three, I don’t think there’s too much rush to jump into all of them. I’d like 

to see personally, as someone who doesn’t own any shares in any of the companies, how 

the Street reacts to each one of their calls and what the nitty gritty financials look like. Like 

we said, this does seem like the right move in general and long-term but there are a ton of 

moving pieces.  

 

 
 

 


