
       SPOTLIGHT OPTION TRADE  

  
 

Palo Alto Weakness Opportunity to Position for December Earnings 
 

TRADE SNAPSHOT 

 

TICKER PANW 

SECURITY Palo Alto Networks 

SECTOR Tech – Software – Cyber Security 

CURRENT PRICE $231.50 

LONG/SHORT Long 

TARGET $250+ 

STOP $220 

TIMEFRAME 3 Months 

 

Trading Strategy: Long the PANW November/January $250 Call Calendar Spreads at $7 Debit 
 

Net Debit/Credit: Debit of $7 
 

Profitability Zone: PANW $235/$265 Zone for November OpEx 
 

Options Volatility / Trade Simulator View: 

 

 



 
 

Technical Analysis: PANW shares are oversold and back to a key support zone retesting the base breakout 
from July while the 200-day moving average just under at $225. PANW potentially forming a much large 
wedge pattern and can rebound back to resistance by November OpEx with potential to break out much higher 
December-January.  

 

 
 



Fundamental Analysis: The $22B network security leader trades 33.7X Earnings, 27X FCF and 4.5X FY21 
EV/Sales, the latter metric a major discount to some of its hyper-growth peers. PANW remains undervalued 
generating steady 17-20% annual revenue growth and sees 15% EPS growth in 2021 and 22.5% in 2022 while it 
also continues to expand its TAM via bolt-on acquisitions. Commentary across the industry says spending will 
remain strong in 2H20 and 1H21 across the security names due to the accelerated digital transformation. PANW 
is coming off another solid quarter with much better execution, strength from WFH demand and next-gen 
security. Analysts have an average target near $300 and short interest at 4.5% of the float. Deutsche Bank raised 
its target to $340 in August calling PANW a best-in-class security firm with a cash-cow firewall business as 
well as cloud security momentum. Hedge Fund ownership fell 1.8% in Q2 filings.  
 
 
Options Activity: PANW with some notable size in January $200, $260 and $270 call open interest. 
 

 
 

Potential Catalysts: Earnings Late November 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



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. 


