
       SPOTLIGHT OPTION TRADE  

  
 

Salesforce Setting Up for Late Year Push, Large Gamma Exposure into OpEx 
 

TRADE SNAPSHOT 

 

TICKER CRM 

SECURITY Salesforce.com 

SECTOR Tech – Application Software 

CURRENT PRICE $249.40 

LONG/SHORT Long 

TARGET $300 

STOP $233 

TIMEFRAME 2 Months 

 

Trading Strategy: Long CRM January $270 Calls $9.50  
 

Net Debit/Credit: Debit of $9.50 
 

Profitability Zone: CRM Above $279.50 on January OpEx 
 

Options Volatility / Trade Simulator View: 

 

 
 



 
 

Technical Analysis: CRM shares with a big move on earnings last quarter and consolidating for weeks now in 
a wedge pattern, the 21 week moving average key support on the recent lows and now at a nice support. Shares 
could start to run into earnings early December and potentially move out of this consolidation wedge.  

 

 



Fundamental Analysis: The $227B cloud software leader is in a strong income cycle and trades 66X Earnings 
and 65X FCF while the key software metric EV/Sales is at a 10.6X multiple, well below smaller high growth 
peers. CRM remains a major growth story with revenues seen rising 21.6% FY21 though facing tougher comps 
the next few quarters. CRM is a top beneficiary of Digital Transformation which is accelerating and capturing 
more spending. It estimates its addressable markets at $168B across Sales, Platform, Service, Marketing, 
Analytics, Commerce, and Integration segments. It operates in large and growing industries that are still very 
low penetration, specifically Financial Services, Communications/Media, Manufacturing, Retail, Healthcare & 
Life Sciences, Public Sector, and Travel/Hospitality. CRM has long been an M&A-focused company but the 
departure of co-CEO Keith Block, the primary dealmaker, may make them slowdown in the near-term and 
focus on integration and expanding margins which many view as a net positive in the current environment. 
Analysts have an average target of $277 and short interest low at 1.4% of the float. MSCO downgraded shares 
to Equal Weight this week with the focus shifting to earnings from revenue growth while OTR Global upgraded 
to Positive from Mixed. On 10/23 Barclays raised its target to $315 and 10/13 UBS at Buy with a $325 target 
seeing an improving margin outlook. Hedge Fund ownership rose 4.27% in Q2 filings, top holders Polen and 
Sustainable Growth added to positions.  
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings 12/1/2020 
 

 

 

 

 

 

 

 



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. 


