
       SPOTLIGHT OPTION TRADE  

  
 

Nike Pullback Attractive on Consumer Spending Recovery 
 

TRADE SNAPSHOT 

 

TICKER AVGO 

SECURITY Broadcom 

SECTOR Tech - Semiconductors 

CURRENT PRICE $468.60 

LONG/SHORT Long 

TARGET $520 

STOP $438 

TIMEFRAME 2 Months 

 

Trading Strategy: Long the AVGO September $480/$500 Call Spreads at $7 Debit 
 

Net Debit/Credit: Debit of $7 
 

Profitability Zone: AVGO Above $487 on September OpEx 
 

Options Volatility / Trade Simulator View: 

 

 



 
 

Technical Analysis: AVGO shares started to break out of a key long term consolidation pattern last week but 
pulled back getting caught up in some sector-driven weakness. Shares have now pulled into a 50% retrace of the 
recent rally and VWAP off the lows and bounced, setting up for potential to make another run at this major 
breakout and have it stick this time.  

 

 



Fundamental Analysis: AVGO has a market cap of $196B and is a top Semiconductor company that has been 
diversifying into Software. It also screens as one of the cheapest names in the market at 15.65X Earnings, 28.5X 
FCF and 7.7X Sales while being a strong FCF generator and a long history of strong capital allocation via 
M&A. AVGO acquired Symantec’s enterprise security business in 2019 and recent reports it was near a $20B 
software deal that failed to come to terms. Secular trends in 5G and cloud continue to driver solid results. 
Forecasts see revenues rising 14% in 2021 with EBITDA rising 19%. Analysts have an average target of $540 
and short interest is low at 1.1% of the float. Baird raised its target to $550 in June with its high margin profile 
and strong business trends. KeyBanc upped its target to $565 citing a robust demand environment, lead times 
stabilizing and bookings strengthening while wireless will benefit from iPhone 13 content gains.  
 
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings Early September 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



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.   

 


