
       SPOTLIGHT OPTION TRADE  

  
 

Johnson & Johnson Upside Calls Cheap on 200 MA Test, Defensive Name, Potential 

COVID-19 Vaccine Race Winner 
 

TRADE SNAPSHOT 

 

TICKER JNJ 

SECURITY Johnson & Johnson 

SECTOR Healthcare – Pharma and Medical Devices 

CURRENT PRICE $144 

LONG/SHORT Long 

TARGET $155 

STOP $138 

TIMEFRAME 1 Month 

 

Trading Strategy: Long the JNJ July $150 Calls at $2 
 

Net Debit/Credit: Debit $2 
 

Profitability Zone: JNJ Above $152 on July OpEx 
 

Options Volatility / Trade Simulator View: 

 

 



 

 
 

Technical Analysis: JNJ shares have pulled back off highs in orderly fashion and put in a nice reversal candle 
on its rising 200 day MA last week, running into some overhead supply on the bounce, but above $150 can 
really make a strong bull wedge breakout move to new highs. 

 

 



 
Fundamental Analysis: The $376B large cap Healthcare Company trades 15.9X Earnings and 4.55X Sales 
with a 2.8% dividend yield. JNJ is a more defensive name that should work if the market starts to cool this 
Summer and a combination of businesses. JNJ has seen a surge in consumer health sales with leading brands 
such as Tylenol, Motrin, Zyrtec, Pepcid, and Listerine. It also has a very strong Pharma business that has made 
some key acquisitions. The Medical Device business was hurt by COVID-19 related shutdowns but should 
rebound nicely into the 2H. JNJ is also working on a vaccine with human trials set to begin in July with a goal 
of 1 billion doses through 2021. Analysts have an average target of $164 and short interest down 20% Q/Q to a 
very low 0.5% of the float. BAML upgraded to Buy with a $175 target in April noting JNJ historical 
outperformance in recessionary environments. Barclays upped its target in late April to $182. Hedge Fund 
ownership rose 1.95% in Q1 filings. 
 
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings 7/16/2020; BAML Conference 6-23-2020 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



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. 


