
       SPOTLIGHT OPTION TRADE  

  
 

CME Group Coiled as Volatility Contracts, Looking for Expansionary Move 
 

TRADE SNAPSHOT 

 

TICKER CME 

SECURITY CME Group 

SECTOR Financial - Exchange 

CURRENT PRICE $183.43 

LONG/SHORT Long 

TARGET $200 

STOP $177 

TIMEFRAME 2 Months 

 

Trading Strategy: Long the CME March $185 Calls at $4.50 Debit or Better 
 

Net Debit/Credit: Debit of $4.50 
 

Profitability Zone: CME Shares Above $189.50 on March OpEx 
 

Greeks: Delta 46; Gamma 3; Vega 28; Theta -5 
 

Options Volatility / Trade Simulator View: 

 

 
 



 
 

Technical Analysis: CME shares pulled back the last few weeks in a narrow bull wedge pattern with a much 
stronger uptrend intact and weekly RSI back near a 50 level of support.  Shares can break out and target new 
highs on a move above $190. 
 

 
 



Fundamental Analysis: The $64.85B financial trades 25X Earnings and 13X FY19 EV/Sales with a 1.53% 
dividend yield.  CME is exiting 2018 with 33% topline growth seen in Q4 and sees robust growth for the first 
three quarters on 2019.  CME likely benefitted from volatility across asset classes in Q4 with higher trading 
volumes.  Analysts have an average target of $201 on shares and short interest is low at 1.6% of the float and 
down 30% Q/Q.  Barclays resumed coverage at Overweight with a $210 target in early December citing strong 
organic growth, the NEX acquisition, upside to volumes, a diversifying customer base, and a warranted multiple 
as a defensive financial with no credit exposure and potential for additional EPS upside levers.  UBS cut shares 
to Neutral in late November on valuation, tough comps for 2019 and potential NEX integration noise.  
Berenberg upgraded to Buy with a $220 target on 11-20 expecting unsettled markets providing a supportive 
backdrop for volumes at its core interest rate and currency products and investors underappreciating the 
strategic optionality of the NEX Group acquisition.  Hedge Fund ownership was down 8.2% in Q3 filings. 
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings 2-14-19 
 

 
 
 
 
 
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. 


