
       SPOTLIGHT OPTION TRADE  

  
 

Bear Call Spreads into Overvalued Retailer at Resistance  
 

TRADE SNAPSHOT 
 

TICKER COST 
SECURITY Costco Wholesale 
SECTOR Consumer Defensive – Discount Stores 

CURRENT PRICE $524 
LONG/SHORT Short Bias 

TARGET Below $540 
STOP None – Defined Risk 

TIMEFRAME 2 Months 
 
Trading Strategy: Sell the COST January $540/$550 Call Spreads for $4.15 Credit (Bear Call Spreads)  
 
Net Debit/Credit: Credit of $4.15 
 
Profitability Zone: COST Below $544.15 on January OpEx 
 
Options Volatility / Trade Simulator View: 
 

 



 
 
Technical Analysis: COST has rallied off vital support but now comes into trend resistance and higher volume 
resistance as well as the 61.8% Fibonacci at $532. COST may be forming a multi-month topping pattern long-
term with a large volume pocket left to fill back towards $400.  
 

 



Fundamental Analysis: COST has a market cap of $230B and continues to trade rich at 32.5X Earnings and 
115X FCF with a weak 0.69% dividend yield. COST has always been a strong operator but entering a period of 
slowing topline growth while EPS growth seen at 10-12% annually. COST likely faces mounting pressures 
from weaker consumer spending, lower fuel costs and potential trade-down risk. International is a bullish case 
for shares with it underpenetrated. COST has not faced inventory challenges like many peers due to a heavier 
grocery mix but some of the food inflation tailwinds are fading and COST also faces increasing wage costs. 
COST does have $10B cash and could decide to do a special dividend while also has reportedly been eyeing a 
potential membership fee increase. Analysts have an average target of $565 and short interest is low at 0.9% of 
the float. Wells Fargo cut to Neutral on 11/7 citing food dis-inflation risks, tough comps and a weaker consumer 
while being a high multiple stock.  
 
Options Activity:  
 

 
 
Potential Catalysts: Earnings 12/8 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



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.   
 


