
       SPOTLIGHT OPTION TRADE  

  
 

Baidu Strong Quarter Overlooked, Nice Reward/Risk 
 

TRADE SNAPSHOT 

 

TICKER BIDU 

SECURITY Baidu 

SECTOR Tech – Internet 

CURRENT PRICE $121.60 

LONG/SHORT Long 

TARGET $150 

STOP $112 

TIMEFRAME 3 Months 

 

Trading Strategy: Long the BIDU June $130/$150 Call Spreads at $4.70 Debit 
 

Net Debit/Credit: Debit $4.70 
 

Profitability Zone: BIDU Shares Above $134.70 on June OpEx 
 

Options Volatility / Trade Simulator View: 

 

 
 



 
 

Technical Analysis: BIDU shares did an exact 61.8% Fibonacci retrace of its 2019 rally to early 2020 high and 
held a major volume node level of support as well as sitting on the 89 day MA while weekly RSI remains 
healthy. Shares need to get above a cluster of moving averages in the $125-$128 zone, then some price 
resistance at $136, but above room to $150.  

 

 



Fundamental Analysis: The $42.3B Internet Company trades cheap at 12.35X Earnings and 1.9X EV/Sales 
with an outlook seeing 7.3% and 13.8% revenue growth the next two years and 25% and 32% EBITDA growth. 
BIDU blew away Street estimates last quarter and also showed strong App usage metrics. BIDU’s core business 
saw revenues decline 3% Y/Y but its iQIYI (IQ), cloud and smart devices revenues rose 34% Y/Y and really 
driving its growth. Analysts have an average target of $151 and short interest low at 2% of the float. SIG raised 
its target to $160 this week noting improvements in the core business. JPM upgraded to Overweight earlier this 
week with a $150 target on better 2020 visibility and favorable risk/reward.  OpCo raised its target to $165 on 
1/16 citing stabilizing competition and disciplined investments, and poised to benefit from e-commerce 
competition driving its digital ad business. Hedge Fund ownership rose 9.7% in Q4 filings, Causeway Capital a 
large concentrated stake.  
 
 
Options Activity: BIDU has seen bullish upside call buying and also plenty of opening put sales at strikes 
around $130 and $135 and been stalking it for a while and risk/reward looks good here. The only bear position 
of note sits in March 27th (W) $125 puts.  
 

 
 

Potential Catalysts: Earnings in May/June 
 

 

 

 

 

 

 

 

 



Disclaimer: 

 

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. 


