
       SPOTLIGHT OPTION TRADE  

  
 

Costco the Retailer to Own in Slower Environments 

 

TRADE SNAPSHOT 

 

TICKER COST 

SECURITY Costco Wholesale Corp. 

SECTOR Consumer Services – Discount Stores 

CURRENT PRICE $296 

LONG/SHORT Long 

TARGET $315 

STOP $287 

TIMEFRAME 6 Weeks 

 

Trading Strategy: Long the COST December $305/$315 Call Spreads $2.85 Debit 
 

Net Debit/Credit: Debit $2.85 
 

Profitability Zone: COST Shares Above $307.85 on Dec. OpEx 
 

Options Volatility / Trade Simulator View: 

 

 
 



 
 

Technical Analysis: COST with a very strong weekly trend riding the 8 week EMA higher most of 2019 and 
setting up again with a cup and handle pattern under its recent highs.  

 

 



Fundamental Analysis:  The $130.6B bulk retailer and grocer trades 31.85X Earnings, 0.86X Sales and 56.3X 
FCF with a 0.88% dividend yield, premium valuation for a best-in-class name. COST is expected to grow 
revenues 7.1% in FY20 after 7-10% annual growth each of the last three years. Analysts have an average target 
of $300 on shares and short interest low at 1.3% of the float. BMO raised its target to $320 on 10/4 citing all 
core metrics remain strong and there is a substantial growth runway domestically and internationally. RBC 
raised its target to $329 noting it provides some of the best traffic/sales growth while being a scarcity value due 
to the unique treasure-hunt model and high margin membership model. COST has seen some recent 
downgrades on “valuation” though no expectations for its business to weaken. Hedge Fund ownership fell 
9.74% in Q2 filings. 
 
 
Options Activity:  
 

 
 

Potential Catalysts: Monthly Sales Early December; Earnings Expected Around 12-12-19 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



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. 


