
 

  

Size Calls Bought in New Relic as Break to New Highs Nears 

Ticker/Price: NEWR ($107.50) 
 

Analysis: 

New Relic (NEWR) IV steadily higher all morning with 1,390 September $110 calls being bought up to 
$10.90 to open ahead of earnings on 5-14. Today’s action is by far the most notable OI position in the name 

which has seen small buyers in the May $90 calls in late April and puts active in smaller size in June, Sept. and 
December, although down around the $85/$80 strike and underwater. NEWR shares are back near the 

February highs at $109 with a breakout targeting $123. Longer-term, a big cup and handle forming under the 
2018 highs at $115 which targets as high as $160 and neither RSI north MACD too extended. The $6.14B 
company trades 8.5X cash and 13.2X EV/sales with expectations for 26.6% and 25% revenue growth over the 

next two years. NEWR is in the earliest stages of profitability but expects $1.30/share in FY21. NEWR is 
coming off a strong quarter while making a small deal to expand into more AI/machine learning. NEWR sees a 

big opportunity with the percentage of application workflows monitored by APM set to quadruple by 2021. 
Analysts have an average target for shares of $115 with 12 buy ratings and 3 hold ratings. Wedbush adding to 
their Best Ideas list in February noting that New Relic has now penetrated over 50% of the Fortune 100 and is 

increasing its lead in the cloud, putting it in a good position to claim overall leadership in the APM market as 
application development shifts to the cloud. They continue to see upward revisions throughout FY20. Short 

interest is 4% and down from near 6.5% in late 2018. Institutional ownership rose 1%. Shares have closed 
higher on earnings in four of the last six with a 6.5% average move.  

Hawk Vision:  

 
Trading Strategy: NEWR is extended near-term and has earnings coming next week but remains a favorite 

Software name in Analytics, a long-time favorite that looks ready to hit new highs. 

 

Confidence Ranking: $$ 


