
       SPOTLIGHT OPTION TRADE  

  
 

Netflix Sits on Major Support, Nice Reward/Risk in Reasonably Valued Growth Leader 
 

TRADE SNAPSHOT 

 

TICKER NFLX 

SECURITY Netflix, Inc. 

SECTOR Communications – Streaming Media 

CURRENT PRICE $495 

LONG/SHORT Long 

TARGET >$510 

STOP 475 

TIMEFRAME 1.5 Months 

 

Trading Strategy: Sell the NFLX July $510/$500 Put Spreads for a $6 Credit 
 

Net Debit/Credit: Credit of $6 
 

Profitability Zone: NFLX Above >$504 on July OpEx 
 

Options Volatility / Trade Simulator View: 

 

 



 
 

Technical Analysis: NFLX shares have based for weeks after selling off on earnings yet not violating key 
support and the triangle set-up pattern remains intact. Shares are holding above YTD lower value and see good 
odds of shares working back to at least the middle of this range, and like being short put spreads.  

 

 
 



Fundamental Analysis: The $217B streaming video leader trades 38X Earnings, 7.6X EV/Sales and 88X FCF 
with revenues seen growing in the 15-20% annual range the next two years which has come down from prior 
years and resetting investor expectations but EPS seen growing 73.5% in 2021 and 22.9% in 2022, NFLX is 
becoming one of the stronger earnings growth stories in the market. NFLX margins remain a source of upside 
as it continues widespread pricing increases. NFLX continues to invest in its content and has a strong film slate 
set for 2021, a large opportunity in the early stages for major films to be released at home as opposed to the box 
office. Management now believes the company no longer needs to raise external financing for operational 
purposes and expects to use excess capital for share repurchases. NFLX is also likely headed towards 
Investment Grade rating and has also commented on a potential opportunity in Gaming. Analysts have an 
average target of $620 with short interest low at 2.2% of the float. Stifel raised shares to Buy on 4/21 with a 
$560 target noting “Netflix is a globally dominant company in media distribution that should experience mid-
teens intermediate-term revenue growth with rising operating margins and significant free cash flow generation. 
We have been waiting for Netflix to have the quarter in which the pull forward became evident and the 1Q:21 
results served as that moment. We expect a 3-to-9 month period of working through the remaining COVID 
comp issues followed by a multi-year period in which the stock can compound at a rate consistent with revenue 
growth or ~15% per annum, allowing for some multiple compression given rising operating margins.” Jefferies 
assumed shares Buy on 5/19 with a $620 target seeing $100B content spent, $17.5B FCF and $12B in buybacks 
the next five years.  
 
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings Mid-July 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



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.   

 


