
       SPOTLIGHT OPTION TRADE  

  
 

Healthcare Value Name Back to Optimal Entry Level, Expect Large Buyback 
 

TRADE SNAPSHOT 

 

TICKER CVS 

SECURITY CVS Health 

SECTOR Healthcare – Managed Care and Pharmacy 

CURRENT PRICE $83 

LONG/SHORT Long 

TARGET $92 

STOP $79 

TIMEFRAME 1 Month 

 

Trading Strategy: Long the CVS August $82.50 Calls at $2.35 or Better 
 

Net Debit/Credit: Debit of $2.35 
 

Profitability Zone: CVS Shares Above $84.85 on August OpEx 
 

Options Volatility / Trade Simulator View: 

 

 
 



 
 

Technical Analysis: CVS shares broke out of its pullback trend and a nice base that held right at VWAP off 
February lows and above a 50% retracement with RSI also breaking back above 50. Shares have a long way to 
run in this rising channel of higher highs and higher lows.  

 

 



Fundamental Analysis: CVS is a leading managed care and pharmacy company and has a market cap of 
$110B trading 10X Earnings, 0.4X Sales and 10.65X FCF with a 2.41% yield. CVS will face some tougher 
comps this year post-COVID but for FY22 forecasting 5% revenue growth with 8% EPS growth. CVS has a 
strong balance sheet and generates significant cash flows and is likely to announce a large buyback with the 
next earnings report. It should see a boost from the vaccination roll out last quarter resulting in better store 
traffic and sales comps. PBM has seen strength from specialty though there is a constant overhang from 
Amazon pushing into that territory. Analysts have an average target of $95 with short interest low at 1.4% of 
the float. Cowen out positive this week noting strong data points in adjusted claims growth for PBM and RX 
growth in Retail/LTC. Mizuho noted on 7/2 that CVS was the top winner of new business in PBM checks. 
Barclays raised its target to $100 in May after the CFO transition and sees legacy Aetna executives taking a 
larger role.  
 
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings 8-4; Buybacks 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



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.   

 


