
   
 
Netflix (NFLX) will announce results 1/19 after the close with the Street consensus at $1.39 EPS and $6.62B in 
Revenues (+21.1%), and Q1/FY21 seen at $2.10/$7.02B and $9.06/$29.56B. NFLX shares have closed lower its last 
four reports and seven of the last eight with a six quarter average max move of 7.3%. The $220B streaming leader 
trades 55X Earnings, 7.7X EV/Sales and expectations for 18.4% revenue growth and 44% EPS growth in 2021. NFLX 
last quarter saw growth slow and cited the pull forward impact from the pandemic. Q3 average streaming paid 
memberships rose 25%, while streaming ARPU decreased 1.6% year over year and added 2.2M net memberships 
versus guidance of 2.5M. NFLX forecasts 6M net additions in Q4 versus 8.8M in Q4 2019 and would put it at a record 
34M for 2020. Analysts have an average target of $555 and short interest at 2.1% of the float remains muted. Citi 
raised its target to $580 from $450 last week though prefers Disney and sees some issues in coming quarters from 
price hikes dampening net additions. Canaccord has a $630 target and sees estimates as conservative. Bernstein notes 
that widespread pricing increases are likely in 2021. KeyBanc has a $634 target and notes a strong quality film slate in 
2021 with more star power. CSFB sees results in-line though notes the overhand from tough 1H comps and churn from 
price increases, likely NFLX a second-half story with margin upside. Hedge Fund ownership fell 4.6% in Q3 filings, 
Edgewood, Magellan and Lone Pine adding to positions. On the chart NFLX shares have consolidated since July and 
been holding the rising 34-week MA as support with $510, $525, and $545 key upside resistance levels. If shares break 
lower a 50% retrace of the post-March rally sits at $432 with $482 key volume support as a breakdown level that aligns 
with the 200-MA. The weekly has an explosive bull pennant pattern so the upside breakout potential above $545 is 
alluring. NFLX options are pricing in a 6% earnings move with 30-day IV Skew at 0% comparing to the +2.2% 52-week 
average. NFLX last week with a buyer of 850 June $510 calls for $4.2M, a seller of 1000 June $440 puts, and recent 
large buys of 2000 each July $500 and $530 calls. There are also 1700 weekly $490 calls bought on 1/12 in OI and 
2000 February $510 short puts from 12/28.  
 
Trade to Consider: Long the NFLX February $500 Straddle for $57 Debit 
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Alcoa (AA) will announce earnings 1/20 after the close with the Street looking for $0.10 EPS and $2.34B in Revenues 
(-3.8%), and Q1/FY21 seen at $0.34/$2.51B and $1.21/$10B. AA shares have closed lower three of the last four 
reports and a six quarter average max move of 9.77%. The $4.37B aluminum leader trades 28X Earnings, 3.6X FY21 
EBITDA and 18.05X FCF. AA forecasts see 4% revenue growth in 2021and 63% EBITDA growth. Aluminum prices 
rebounded in 2020 and the Biden stimulus plan is seen as a boost for metals though the industry is concerned with a 
removal of the Section 232 tariffs. AA’s reliance on the Aerospace industry is likely a headwind until we see a recovery 
in global travel but the Automotive sector should be a positive. AA has been transforming the last few years 
restructuring its portfolio and selling non-core assets while increasing productivity. China’s V-shaped recovery has 
played a strong role in recovering metal prices. Analysts have an average target of $22 and short interest at 5% of the 
float has fallen 27% Q/Q. Goldman started shares Sell in November with a $12 target citing weak cash flow generation 
due to high pension and environmental expenses with limited volume growth. Hedge Fund ownership rode 5% in Q3 
filings. On the chart AA shares recently broke out of a bull flag and then pulled back to the 21-day MA last week with 
volume support near $22 and the 55-MA down at $20.35 as another support level. The weekly flag breakout measures 
way up to a $35 target. Shares did stall right at a 38.2% retracement of the 2018 high to 2020 low at $26.80. AA 
options are pricing in a 6.65% earnings move and 30-day IV Skew at +0.8% is in-line with the 52-week average. AA 
had a buyer of 1000 July $20 puts last week but mostly bullish flow since November. The February $20 calls with 
4900X bought in OI, the April $21 calls with 3000X bought, the Jan. 29th (W) $23 calls with 10,000X bought, and March 
$30 calls with 18,000X bought while February $20 puts sold to open 5000X.  
 
Trade to Consider: Long the AA April $22/$27 Call Spreads at $2 Debit 
 

 
 



Union Pacific (UNP) will report results 1/21 before the open with the Street expecting $2.23 EPS and $5.08B in 
Revenues (-2.4%), and Q1/FY21 seen at $2.20/$5.15B and $9.53/$21.09B. UNP shares have closed lower the last two 
reports after being higher the previous 7 and a six quarter average max move of 5.05%. The $142B Rail leader trades 
23X Earnings, 15X FY21 EBITDA and 58X FCF with a 1.79% dividend yield. The current consensus sees UNP generating 
8% revenue growth in 2021, best since 2014, while EBITDA seen rising 11.5%, also the best since 2014. UNP spoke at 
the CSFB Conference in December noting fourth quarter volumes up about 3% year-over-year with growth in the 
premium sector and improving sequential volumes in bulk and industrial.  Intermodal volumes continue to be led by e-
commerce or parcel and inventory restocking that's spurred by the holiday shopping season. Coal remains a headwind 
but strong improvements being seen in the grains market. On 1-8 UNP guided Q4 modestly above the Street view. Ray-
Jay raised its target to $250 last week on PSR implementations ahead of schedule and sees more profitable and reliable 
networks. Bernstein upgraded to Outperform on an improving demand outlook and see rails gaining an edge over 
competition from trucking. Citi raised its target to $250 seeing tailwinds for the rail sector driving robust revenue and 
earnings growth in 2021, though it’s a consensus view. Hedge fund ownership fell 4.5% in Q3 filings, Soroban Capital 
remaining a large holder. On the chart UNP shares pulled back to the 13-MA last week after a nice breakout move to 
new highs, a strong chart overall and stalled right at a 138.2% extension of the COVID correction at $221 while $240 
the next upside extension target. The $200/$206 zone is seen as support on weakness. UNP options are pricing in a 
2.95% earnings move with 30-day IV Skew at +1.3% versus the +2.7% 52-week average. UNP on 1/15 with a buyer 
of 1800 March $220 calls to open up to $8.30, has seen February $180 short puts open 1800X, the February $210 calls 
with 3000X bought in OI, the June $200 calls over 4150X, and 2900 Jan 2022 $185 calls bought in OI.  
 
Trade to Consider: Sell the UNP February $210/$200 Put Spreads to Open at $2.35 Credit (Bull Put Spreads) 
 

 
 

 



 
 
Disclaimer: 

These trade ideas are to be self-managed as there will be no follow-up, and each user must take full responsibility of the 
trade, and only take action on trades that fit his/her risk profile and are comfortable trading. 

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. 

OptionsHawk Inc. does not give individualized stock market advice. We publish information regarding companies in 
which we believe our subscribers may be interested and our reports reflect our sincere opinions. However, they are not 
intended to be personalized recommendations to buy, hold, or sell securities. Investments in the securities markets, 
and especially in options, are speculative and involve substantial risk. Only you can determine what level of risk is 
appropriate for you. Prior to buying or selling an option, an investor must have a copy of Characteristics and Risks of 
Standardized Options. You can access and download the booklet on The Options Clearing Corporation's (OCC) website 
at http://www.optionsclearing.com/about/publications/character-risks.jsp. This link reference is provided as a courtesy 
and does not imply that the OCC is endorsing SIR or its products. This booklet is also available for free from your 
broker or from any of the U.S. options exchanges. 

We encourage you to invest carefully and to utilize the information available at the websites of the Securities and 
Exchange Commission at http://www.sec.gov and the Financial Industry Regulatory Authority 
at http://www.FINRA.org. You can review public companies' filings at the SEC's EDGAR page. The FINRA has published 
information on how to invest carefully at its website. We encourage you to get personal advice from your professional 
investment advisor or to make independent investigations before acting on information that we publish. Most of our 
information is derived directly from information published by the companies on which we report and/or from other 
sources we believe are reliable, without our independent verification. Therefore, we cannot assure you that the 
information is accurate or complete. We do not in any way warrant or guarantee the success of any action which you 
take in reliance on our statements. 


