
     

Technical Market View 

The S&P 500 (SPX) bounced back last week after pulling back to key support and now sitting just under new all-time 

highs.  We consolidated for most of the week in a narrow range above the rising 8- and 21-EMA as short-term 

momentum shifts back to the bulls and now looking for the confirmatory push back to new highs. Overall, the path of 

least resistance now is to the upside and the top of monthly value is at 4708.50 and a breakout move on early watch for 

the week. Momentum starting to pick up as well with both MACD and RSI starting to turn higher after resetting during 

the latest pullback. A move above 4740.50 has room to run to 4757.25 and then 4790.25. The 8-EMA is supportive at 

4652 and key line in the sand for short-term momentum. A breakdown can re-test 4628.50, 4610.50 and then 4591.    

 

Market Sentiment/Breadth 

AAII sentiment for the week ending 12/8 showed bullish responses up to 29.7% vs 26.7% prior while bearish responses 

fell sharply to 30.5% from 42.4%. Neutral sentiment jumped to 39.8% from 31%, the highest level is almost two years. 

NAAIM Exposure fell again to 69.46 and its lowest mark since mid-October. A move under 60 is considered an extreme 

and certainly nearing that level of sentiment. Lipper Fund flows for the week ending 12/8 showed $1.5B in outflows 

from equities. As of Friday’s close we had 134 new highs vs 186 new lows, balanced breadth. On the NYSE, New Highs 

minus New Lows was -17, far better than the -180 print the prior week. The percentage of stocks above their 50-day MA 

was 39.6% and remains below average while those above their 200-day was 50.54 and remains weak. NYMO jumped off 

of extreme oversold levels for the week back up to +16 and closed at -10.29, a neutral reading. Both NYSI and NASI 

flattened out a bit but remains below their respective 8-EMA. CBOE Equity P/C 50-day MA remains subdued at 0.471. 

CNN Fear and Greed was 38, up from 20 last week, but remains ‘fear.’    
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Seasonality Outlook 

Per the Trader's Almanac,  

• Monday Before December Triple Witching, S&P is up 13 of the last 20 years. 

• December Triple Witching Expiration Friday, S&P is up 26 of the last 38 years. 

• December 4th quarter options expiration week is the most bullish triple witching week, S&P up 27 of 38 years. 

Average gain +0.5%. 

• Small cap stocks start to outperform large caps near the middle of December and continue into March. 

More recently in the last 21 years of stats below, Dec OPEX week has a bullish bias overall with strength midweek that 

tends to fade the actual Friday of OPEX being up just 8 of the last 21 years. The strongest day of the week has historically 

been Wednesday with the S&P up 62% of the time since 2000, or 13 of the last 21 years. Looking forward to the 

following week, the week of Christmas has a bullish bias with the last trading day before Christmas up about 71% of the 

time since 2000. This is traditionally the start of the Santa rally that sees lower volatility drift into year end. 

 

 

Market Event Outlook 

Monday: Bill Auctions; International Data: India CPI; Earnings After the Close: CSBR, PHX, REPX; Analyst Days: Adidas, 

MTW; Conferences: ASH 2021 (JAZZ, BMY, BEAM, TGTX, SGEN, ADCT, MBIO, ADAG, GILD, IMRA, PGEN, BLRX, VOR, 

NXTC, GRPH, GERN, MGTA, SANA, GMAB, GRCL, ALLO, AFMD, GBT, FMTX, SDGR, CTIC, ATNM, EDIT, FRLN, BPTH, FATE, 

KROS, CYAD, CLLS, MEIP, INCY, SRRA, IMGN, BLUE, RCKT, GMDA, EQ, XNCR, APTO, ALXO, MREO, ACET, IPSC, HARP, 

IMAB, MOR, JNJ, KYMR, REGN, SOPH, XFOR, LLY, VIRX, IMGO, NLTX, APRE, BMEA, AZN, CASI, NTLA, HGEN, HCM, CCCC, 

GLYC, APVO, ATRA, RHHBY, ATNX, ALPMY) 



Tuesday: NFIB Small Business Optimism, PPI, Redbook, API Inventories; International Data: Japan Industrial Production, 

EU Industrial Production; Earnings Before the Open: HEXO; Earnings After the Close: CLSK, ASPU, SEAC, MMMB, RICK, 

SKIL; Analyst Days: AJG, AVYA, B, COMM, CPB, FATE, FSTR, QTWO, SAGE; Conferences: ASH 2021 

Wednesday: Retail Sales, Import/Export Prices, Business Inventories, EIA Inventories, FOMC Decision and Presser; 

International Data: China Industrial Production, China Retail Sales, China New Home Prices, UK CPI, India 

Import/Exports; Earnings Before the Open: REVG, ABM, TTC; Earnings After the Close: LEN, TCOM, NDSN, HEI, JOBS, 

BLBD; Analyst Days: ABM, BCO, LII, LLY, LOW, PTC, TENB, XP; Conferences: ASH 2021 

Thursday: Housing Starts, Weekly Claims, Philly Fed, Industrial Production, Manufacturing PMI, Composite PMI, Services 

PMI; International Data: Japan Import/Exports, Australia Employment, Eurozone Flash PMIs, BOE Decision, ECB 

Decision; Earnings Before the Open: ADBE, ACN, JBL, WOR, TNP; Earnings After the Close: FDX, SCS, NX; Analyst Days: 

ADBE, AXP, BABA, DAL, MSTR, JNPR 

Friday: Baker Hughes Rig Count; International Data: EU Auto Registrations, German IFO Survey; Earnings Before the 

Open: DRI, WGO; Analyst Days: BABA; Other: Pfizer vaccine/antiviral call  

Weekly Open Interest Radar 

Bath & Bodyworks (BBWI) shares consolidating in a narrow range above the 8- and 21-EMA with the top of monthly 

value just above Friday’s highs. A breakout move has room to move back to $82-$83 and above the August highs. BBWI 

has seen a lot of bullish flow including buyers in the February $75 calls over 5000X and May $85 calls over 6500X. 

Trade to Consider: Long the BBWI January $80 Calls for $2.75 or Better  

 

 



Weekly Options Technical Trade Set-Up 

Ticker MU 

Trigger Level $86.75 

Call/Put Calls 

Strike $87 

Target $90 

Stop $84 

 

 

Credit Spread of the Week 

Semiconductor Leader Building Long Base in Bull Trend 

Taiwan Semiconductor (TSM) - TSM has been consolidating 2020 gains for much of the last 6 months of this year 

building a long base near the stocks year to date VPOC just under 120. The stock is a lower volatility Semi leader 

compared to its peers like AMD and NVDA but looks to have found a floor in this 115-120 zone after the recent pullback 

from its November highs near 127. After breaking that downtrend line it is now back testing that former breakout and 

likely to hold 120 as support going into January. RSI has reset back to 50 on the daily and the weekly RSI staying above 

50 as well indicating the bull trend intact. TSM has a long weekly and daily squeeze forming on multiple timeframes 

which points to a large move coming soon. The stock has held its 200 day EMA as support below numerous times the 

last several months and that continues to point higher. An optimal spot to enter a bull put spread expecting the 120 

level to hold into year end and January expiration. Seasonality does turn quite bullish for TSM in Jan-Feb with the stock 

being up 7 of the last 10 years in January for about an average gain of +3%. Options flows are mostly bullish in TSM and 

on 12/10 saw an opening put sale in September $110 puts sold at $8.45 for $1.1M. Also back on 11/19, a large buyer of 

March $100 deep ITM calls were bought at $25.35 for $6.7M in premium and are still in open interest. 

Trade to consider: Sell TSM January 120/115 put spread for 2.25 credit or better 



 
 

Insider Trade of the Week 

Alight (ALIT) has seen a number of insider buys recently including a $320K investment from a director on 12/10 at 

$10.79. This follows buyers in August around $10 including the CEO and a $1M buy from director Bill Foley at $9.99. 

Shares have pulled back to a volume node from August at $10.40 and low-end of a channel that has room up to $11.50. 

A breakout move targets $13.75. The $5.83B company trades 12.1X earnings, 2.12X sales, and 12.67X cash. ALIT is a 

leading benefits administration and cloud-based HR services provider with 30M employees covered, 96% average 

revenue retention, and 81% recurring revenue. The firm has developed Business Process as a Service (BPaaS) and the 

model brings together SaaS capabilities and an automated service delivery model with data & AI to deliver superior 

outcomes for clients. Their TAM is growing with 3.5B employees worldwide and over $3.5T in US healthcare spending. 

They see big thematic trends driving long-term growth including healthcare affordability, workforce mobility, and 

greater regulatory compliance. CSFB starting coverage at Outperform in August. The firm thinks Alight offers investors a 

unique opportunity at an attractive entry level for an accelerating organic growth story-fueled by higher-growth 

analytics-leveraging datasets. The company is positioned for multiple expansion as revenue remixes to analytics verses 

health and wealth and payroll processing. DA Davidson positive in July and positive on the company's position as the 

leading provider of integrated human capital solutions for mid/large corporations. They also like Alight's high levels of 

recurring revenue, its blue-chip customer base, and solid margins. Hedge fund ownership jumped 150% last quarter. 

Third Point a buyer of 17M shares, Appaloosa adding 8M shares, and Cadian Capital with 3.5M shares.  

Earnings Preview 

Lennar (LEN) reporting earnings on 12/15 after the close with the Street looking for $4.16 on $8.5B in sales, up 20% Y/Y. 

Next quarter is guided to $2.86 and $6.52B while the FY is $14.28 and $26.63B. Shares have a strong history closing 

higher in six of the last eight with an average closing move of 3% and a max move of 13.8%. The current implied move is 

3%, a big below the average implied move of 4.85%. The $35.63B company trades 8.05X earnings, 1.4X sales, and 12.8X 

cash with a small yield. LEN has been executing well despite a difficult environment where supply and labor pressures 

are expected to continue into Q4 and early 2022. They were cautious on announcing 2022 deliveries guidance in 



September due to both of these overhangs but they remain in strong position to grow in the low-double digit range with 

demand for new orders strong. Analysts have an average target for shares of $120 with a Street High $166. Goldman 

upgrading to Buy on 12/1 citing the company's roll out of larger, volume focused communities which should support 

double digit revenue growth and EBIT margin expansion. In addition, the announced spinoff of non-core assets could 

result in a 500 basis point improvement in the homebuilding return on equity from Q3's 22%, moving Lennar closer to, if 

not ahead of, best in class peers. Short interest is 2.55%. Hedge fund ownership fell 1.6%. Castle Hook Partners a buyer 

of stock while Sanders Capital a top holder with 10.4M shares. On the chart, LEN broke out of a weekly bull flag recently 

above $110 and measured move to $130 as a continuation of the bigger bull trend. Options flow has been bullish with 

recent buyers in the December 23rd (W) $120 calls, May $115 calls, and December $115 calls over 8000X for $1.3M. The 

February $90 puts were sold to open 4000X on 11/29 for $730K.  

 

 



Top 40 Micro-Cap Profile 

Digi International (DGII) shares are +29% YTD and last week saw unusual buys of June 2022 $25 calls as shares 

trade back near new highs. 

DGII is a global provider of business and mission critical IoT connectivity products, services and solutions. The 

IoT Products & Services segment offers products and services that help OEM, enterprise and government 

customers create and deploy, secure IoT connectivity solutions. The IoT Solutions segment primarily consists 

of its SmartSense business which offers wireless temperature and other condition-based monitoring services 

as well as employee task management services with a focus on food service, healthcare and supply chain 

industries. DGII acquired Ventus in November, a leader in Managed Network-as-a-Service (MNaaS) solutions.  

 

The IoT industry is in the midst of a multi-year expansion as many industries are undergoing a digital 

transformation within their business that drives demand for IoT capabilities across a broad spectrum of 

services. Among others, IoT use cases include automating workflows, condition-based monitoring and asset 

tracking. The market opportunity is estimated at $38B in 2023 growing at a 15% CAGR.  

DGII has a market cap of $845M and trades 48X Earnings, 2X EV/Sales and 15.3X FCF with a strong cash-rich 

balance sheet it has utilized to fund multiple acquisitions in 2021. Consensus forecasts expect 19% revenue 

growth in 2022, best since 2018 along with 120% EBITDA growth. Digi has a unique combination of revenue 

growth, profitability growth, and cash generation, combined with accelerating recurring revenues. 

SmartSense, its IoT Solutions business segment, added over 2,000 subscribers in the quarter, driven by health 

care and retail verticals and now with over 81,000 subscribers powering over $24 million in ARR, which grew 

38% from last year.  The multibillion-dollar opportunity has significant greenfield opportunity, and SmartSense 

is well positioned to capture increased market share. 

DGII is a low multiple grower in an IoT theme in the early innings and its recent transformational acquisition is 

accretive and adds to its attractive financial profile, a name that continues to thrive under the radar of most 

investors.  
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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 

Please see full legal disclaimer and terms of the subscription agreement for further details: 

Note: Any attempt to copy or forward contents of this email is a violation of your subscriber agreement and 

can result in termination without refund.  Please note your subscriber agreement makes you legally liable for 

any copyright infringement. 

 

 


