
       SPOTLIGHT OPTION TRADE  

  
 

Long Calls in Software Leader that Bottomed at Key Support 
 

TRADE SNAPSHOT 
 

TICKER MSFT 
SECURITY Microsoft (MSFT)  
SECTOR Tech - Software 

CURRENT PRICE $241.75 
LONG/SHORT Long 

TARGET $275 
STOP $233 

TIMEFRAME 3 Months 
 
Trading Strategy: Long the MSFT February $250/$275 Call Spreads at $8 Debit 
 
Net Debit/Credit: Debit of $8 
 
Profitability Zone: MSFT Above $258 on February OpEx 
 
Options Volatility / Trade Simulator View: 
 

 



 
 
Technical Analysis: MSFT may be putting in a medium-term bottom with the stock rebounding off a 61.8% 
Fibonacci, major VPOC from the flag in late 2020 and a weekly base above its 200-week with a large falling 
wedge pattern developing and weekly MACD recently crossing back into the bull zone.  
 

 
 



Fundamental Analysis: Microsoft continues to represent a rare combination of strong secular positioning and 
reasonable profitability-based valuation within the software space. Server Products and Windows OEM growth 
normalization are headwinds, but MSFT remains positioned well in leading IT budget categories and continues 
to expand margins. MSFT has a $1.78 trillion market cap and trades 21.6X Earnings, 40X FCF and 17X 
EBITDA. Analysts have an average target of $300 with short interest low at 0.5% of the float. MSFT is also 
under owned by institutions currently. MSFT represents a solid combination of a strong secular growth story in 
software with an attractive valuation. Azure is still showing rapid growth at scale, taking share in a huge cloud 
market. RBC cut its target to $310 from $380 after the latest report noting larger-than-expected slowdowns in 
the cyclical consumer businesses and mixed commercial outlook with potential operating margin headwinds in 
FY23.  
 
Options Activity:  
 

 
 
Potential Catalysts: Earnings Late January; UBS and Barclays Tech Conferences in Early December 
 
 
 
 
 
 
 
 
 
 
 
 



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.   
 


