
 

 

Nike Bulls Active as Olympics Expected to Drive Further Upside 

Ticker/Price: NKE ($89.87) 

 

Analysis: 

Nike (NKE) with 1000 June $87.50 ITM calls opening near $8.50 on 11/5 and has 1,590 of the $92.5 calls in open interest already. 

NKE has also recently seen buyers in November 22nd (W) $89 and $90 calls as well as 2000 Nov. 29th (W) $87.50 calls. It continues 

to have large size in January $85 calls with over 17,000 accumulated in OI. Shares have pulled back to the rising 55 day moving 

average and retesting the major range breakout from September, a pattern that targets a measured move to $101. The $140B global 

apparel & footwear leader trades 26X Earnings, 3.55X Sales, 54.65X FCF and 22.4X EBITDA with a 0.98% dividend yield. It expects 

7-8% annual revenue growth the next few years with 15-20% EPS growth, an impressive large cap growth story. NKE is undergoing 

a significant shift towards digital and direct-to-consumer sales in an effort to improve margins and reduce reliance on in-store foot 

traffic. They acquired Zodiac in early 2018 to help build out their consumer data and analytics capabilities as well and targeting their 

Nike+ members where spending is consistently higher than single-shot customers. NKE is expanding personalization efforts to their 

stores as well. The shift is part of a big strategic plan announced in 2015 to hit $50B in sales by 2020 of which $16B will be from 

DTC. Reuters reported in August reported on Nike's plans to enter a subscription service for kids sneakers. It is coming off a strong 

quarter with strategic investments accelerating its digital transformation and competitive advantage. In October Nike’s CEO stepped 

down and is being replaced by Service-Now’s (NOW) former CEO. Nike also recently sold its Hurley brand to Bluestar Alliance. 

Analysts have an average target of $102 on shares and short interest low at 0.7% of the float. Raymond James started coverage at 

Outperform this week with a $100 target, while Guggenheim with a note on Monday noting Nike is positioned strongly to capitalize 

on the upcoming Olympics. On 10/23 OpCo noted it was encouraged by the CEO transition seeing outsized sales growth and margin 

expansion as the digital transformation accelerates. CSFB raised its target to $112 on 10/18 noting better revenue trends and SG&A 

leverage should translate to accelerating EPS upside through FY20 into FY21. Hedge Fund ownership fell 6.55% in Q2 filings, 

Edgewood a top holder adding to its position while Polen and Winslow reduced. 

Hawk Vision: 

 

Hawk’s Perspective: NKE looks great on this retracement and should be a top play into the 2020 Olympics, high 

quality name with impressive growth and margin expansion. 

 

Confidence Ranking: $$$ 


