
       SPOTLIGHT OPTION TRADE  

  
 

Broadcom a Best of Breed Semi, Undervalued 
 

TRADE SNAPSHOT 

 

TICKER AVGO 

SECURITY Broadcom Inc. 

SECTOR Tech – Semiconductor 

CURRENT PRICE $312.70 

LONG/SHORT Long 

TARGET $320 on May OpEx; $340 in June 

STOP $300 

TIMEFRAME 7 Weeks 

 

Trading Strategy: Long the AVGO May/June $320 Call Calendar Spreads at $6.50 Debit 
 

Net Debit/Credit: Debit of $6.50 
 

Profitability Zone: AVGO in $310/$330 Range on May OpEx 
 

Greeks: Delta 9; Gamma -1; Vega 22; Theta 4 
 

Options Volatility / Trade Simulator View: 

 

 



 
 

Technical Analysis: AVGO shares with a key trend breakout and now in a rising channel on the weekly with 
RSI supportive.  Shares continue to have a measured move target of $350. 

 

 
 



Fundamental Analysis: The $124.35B acquisitive Semi trades 11.9X Earnings, 5.85X Sales and 22.6X FCF 
with a 3.4% dividend yield.  AVGO expects 17% revenue growth this year and 10.8% EPS growth.  AVGO is a 
leader in R&D and has entered the Software industry with its large acquisition of CA Associates.  It has strong 
exposure to Industrial, Wireless, and Data Center in Semiconductors.  Gross Margins hit 71.4% in Q1 2019, up 
from 64.8% in Q1 2018.  It is a free cash flow machine with a FCF 5 year CAGR of 81% and continues to pay a 
healthy dividend and buy back stock.  Analysts have an average target of $315 on shares and short interest is 
down 45% Q/Q to a 1 year low at 1.4% of the float.  BAML on 4-2 raised its target to a Street high $375 citing 
its diversified business, strong free cash flows, best-in-class dividend and cheap valuation.  On an EV/FCF basis 
AVGO trades at a steep discount to its peers. KeyBanc raised its target to $350 last week on supply-chain 
feedback seeing it regaining the mid-high band PAD share back from QRVO in the 2019 iPhone.   
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings 6/6/2019 
 

 
 
 
 
 
 
 
 
 
 
 
 
 



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. 


