Dow Inc. has been operating in a chal-
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lenging environment lately. The com-
pany reported unimpressive results for the
third quarter. The top line came in at
about $10.8 billion, a decline of 15% from
the pro-forma results of the prior-year pe-

riod. Volume fell 2%, as demand growth in
packaging, polyurethanes, and silicones
applications was more than offset by lower

hydrocarbon co-product sales due partly to
a lighter feedstock slate in Europe. Opera-
ting earnings of $0.91 were no match for
the year-ago pro forma figure of $1.34. In

the plus column, share net did increase on
a sequential basis. Efforts to improve pric-
ing, as well as measures to control costs,

provided some support. The share price
has rebounded nicely over the past three
months, following a selloff that occurred in
the middle of 2019. Nevertheless, a

measure of unevenness will likely persist
in the near term. Chemical manufacturers
can be particularly vulnerable to weakness
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in the global economy. We have reduced
our estimates for 2020, but still expect
solid improvement this year.

Long-term prospects appear to be rel-

atively favorable here. With a diverse
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customer base, the company remains well
positioned in the markets that it serves.
The company ought to further benefit from
feedstock flexibility, as well. As a result,
Dow should be able to capitalize on a
rebound in the industrial economy in the
years ahead. Low-risk, high-return growth
investments will probably pay off down the
road. This includes an expansion of
alkoxylation capacity over the next few
years, which ought to support global
growth in industrial, infrastructure, and
home and personal care markets. An em-
phasis on cost control will continue to bol-
ster profitability.

This stock remains unranked for year-
ahead relative price performance,
owing to its short trading history.
Looking further out, the shares offer
worthwhile long-term total return poten-
tial. This ought to be supported by healthy
bottom-line improvement and a generous
dividend yield. In addition, Dow earns fa-
vorable marks for Safety and Financial
Strength. Conservative, income-oriented
subscribers with a long time horizon may
find something to like here.

Michael Napoli, CFA January 3, 2020

(A) Diluted earnings. Next earnings report due | spinoff. (B) Results for 2018 and first quarter of | (D) First quarterly dividend payment on June
early February. Quarterly earnings figures not | 2019 based on pro forma data. Some informa- | 14, 2019. Dividends subsequently paid in mid-
available prior to spinoff on April 1, 2019. Earn- | tion not available (NA).
ings for 2018 and 2019 don't sum due to | (C) In millions.
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September and mid-December.
(E) Unranked due to short trading history.

Company’s Financial Strength A+
Stock’s Price Stability NMF
Price Growth Persistence NMF
Earnings Predictability NMF
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