
       SPOTLIGHT OPTION TRADE  

  
 

Alcoa Breakout Potential on Strong Pricing, Recovering Aero, Auto Resumption & Low 
Carbon Focus 

 

TRADE SNAPSHOT 

 

TICKER AA 

SECURITY Alcoa Corp. 

SECTOR Materials – Industrial Metals - Aluminum 

CURRENT PRICE $37.98 

LONG/SHORT Long 

TARGET $45 

STOP $34.75 

TIMEFRAME 6 Weeks 

 

Trading Strategy: Long the AA July $40 Calls at $2 or Better 
 

Net Debit/Credit: Debit $2 
 

Profitability Zone: AA Above $42 on July OpEx 
 

Options Volatility / Trade Simulator View: 

 

 



 

 
 

Technical Analysis: AA shares have been consolidating since the May new high ugly reversal candle but have 
put in higher lows in the uptrend and setting up for a potential big breakout above $41.55.  
 

 



Fundamental Analysis: Alcoa is a global industry leader in bauxite, alumina, and aluminum products. The $7B 
company is trading 9.8X Earnings, 3.8X EBITDA and 2.2X Book. AA forecasts see 16% revenue growth in 
2021 and 106% EBITDA growth. Alcoa is coming off a record Q1 with strong demand and pricing across its 
products while value-add products, which includes specific shapes and alloys such as billet, slab, foundry and 
rod, increased 10 percent sequentially, posting three consecutive quarters of improvement. Alcoa has been 
reducing debt and taking advantage of a robust cash flow environment and its asset sales while the US pension 
is now 95% funded removing an overhang, and allowing for Alcoa to pursue capital returns and have more 
financial flexibility. AA could also reinstate a dividend later this year. With a global focus on environmental 
targets Alcoa has advantages as a lower carbon producer. Analysts have an average target of $39 with a Street 
high of $56, short interest is 5% of the float. Deutsche Bank raised its target to $48 on 5/26 citing structural 
tailwinds with China capacity cap, recovering global demand, and the likelihood for sustained higher prices 
during a decarbonization period.  
 
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings Mid-July / Capital Allocation 
 
 
 
 
 
 
 
 
 
 



 
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, and is not to be construed as specific investment advice or 

recommendations. 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 qualified professional 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, OptionsHawk has not taken into account the investment needs, objectives and 

financial circumstances of any particular investor. This information does not consider 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 

 
For example, and, as always, be aware that market timing and conditions may materially affect trades of this nature: The 

above is an example of a trade idea, but you must be aware of the risks of trading.  As we have disclosed, we are not 

licensed, and we are not giving specific securities advice for your portfolio.  We are merely providing examples and 

education of strategies.  We always advise people to get professional advice, and we are not recommending any 

particular trade or security, or soliciting any trade or security.   

 


