
       SPOTLIGHT OPTION TRADE  

  
 

IBM Missed the Tech Rally, Vulnerable for Further Downside with Puts Cheap 
 

TRADE SNAPSHOT 

 

TICKER IBM 

SECURITY International Business Machines 

SECTOR Tech – IT Services 

CURRENT PRICE $124.20 

LONG/SHORT Short 

TARGET $112 

STOP $130.5 

TIMEFRAME 1 Month 

 

Trading Strategy: Long the IBM October $120 Puts at $2.10 or Better 
 

Net Debit/Credit: Debit $2.10 
 

Profitability Zone: IBM below $117.90 on October OpEx 
 

Options Volatility / Trade Simulator View: 

 

 
 



 
 

Technical Analysis: IBM forming a symmetrical triangle with multiple lower highs and ugly reversal candles 
near the $130 level while seeing a tight band squeeze on the weekly, a big move likely nearing and 
Accumulation/Distribution hitting the lowest level since March suggests the move will be lower. 

 

 



Fundamental Analysis: The $110B Tech company is trading 10.2X Earnings, 9.2X EBITDA and 15.75X FCF 
with a 5.25% dividend yield. IBM has long been a value-trap and continues to carry a lot of debt as well as 
cash. It made a smart acquisition of Red Hat but overall not been a big needle-mover with revenues seen down 
another 4.1% in 2020 and barely recovering with 1.7% growth seen for 2021. IBM has a new CEO that may 
look to make some new moves but the legacy business continues to deteriorate. Analysts have an average target 
of $135 with short interest at 2.4% of the float near a three-year high. Argus upgraded shares to Buy on 7/22 
with a $155 target citing strength in the hybrid cloud business. Hedge Fund ownership fell 2% in Q2 filings, 
Kensico sold the majority of its position.  
 
 
 
 
Options Activity:  
 

 
 

Potential Catalysts: No Scheduled Events 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



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. 


