
       SPOTLIGHT OPTION TRADE  

  
 

Calls in Best Airline Operator for Rising Fuel Cost Environment 
 

TRADE SNAPSHOT 
 

TICKER LUV 
SECURITY Southwest Air 
SECTOR Industrial – Transports - Airliners 

CURRENT PRICE $46.40 
LONG/SHORT Long 

TARGET $52 
STOP $43.50 

TIMEFRAME 2 Months 
 
Trading Strategy: Long the LUV June $47.50 Calls at $2.50 or Better 
 
Net Debit/Credit: Debit of $2.50 
 
Profitability Zone: LUV Shares Above $50 on June OpEx 
 
Options Volatility / Trade Simulator View: 
 

 



 
 
Technical Analysis: LUV shares breaking out of a large weekly wedge and base pattern as one of the few 
names in a bull MACD signal and weekly RSI back above 50. Shares dipped off recent highs testing the rising 
21-day MA and one-year VPOC allowing for ideal entry for an expected pattern move to the $50-$55 zone.  
 

 



Fundamental Analysis: LUV is a leading regional airline with a market cap of $27.8B that trades just 15X 
Earnings, 8.8X EBITDA and 12X FCF with revenues seen rising sharply the next few years and reaching near 
pre-COVID levels already in FY22 while EPS and EBITDA seen surging strongly the next few years. LUV has 
managed through the pandemic well and improved their overall position into the expected travel recovery as 
they expanded routes and target new markets. LUV has a strong balance sheet and outlining an ambitious new 
strategic plan last year. LUV expects a tough January/February but a profit in March and the rest of the year 
with 2-22 somewhat of a transition year before accelerating in 2023/2024. Corporate/GDS, MAX rollout, new 
routes, new fare class, and its credit card are all potential upside drivers to estimates in coming years. Analysts 
have an average target of $53 with short interest at 3% of the float. MSCO rates LUV a top pick in airlines with 
a $65 target noting that if LUV can demonstrate a path to aggressive deleveraging and buybacks, the stock can 
trade at a higher multiple vs. history (17x vs. historical 13-14x).  
 
 
Options Activity:  
 

 
 
Potential Catalysts: Earnings 4/28 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
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.   
 


