
     

Technical Market View 

The SPX had a quiet choppy week with a midweek selloff after the rally Wednesday was sold into at 8 EMA near 3900 
but was able to find strong support at 3775 just under the 50% retracement from the October lows. The 3775-3800 zone 
remains a crucial level to hold going into the new year and with the final week of 2022 likely seeing lower volumes and 
potential decreasing volatility is opens the door for the seasonal Santa rally that historically is the final 5 days of the year 
and into the first two days of the new year. A move higher would see first resistance at near 3900 where the 21 EMA is 
at followed by 3930 and 3975 likely next targets higher with the declining 200-day MA closer to 4000 if markets were 
able to rally further. RSI and MACD are in bearish trends still but potentially losing downside momentum for a bounce. 

 

Market Sentiment/Breadth 

AAII sentiment for the week ending 12/21 showed bullish responses fall to 20.3% from 24.3% prior while bearish 
responses rose to 52.3% from 44.6%. Neutral sentiment fell to 27.4% from 31.1%. Pessimism among individual investors 
about the short-term direction of the stock market rose to a nine-week high. This week's bullish sentiment reading is the 
52nd lowest recorded since the survey started in 1987. NAAIM Exposure index decreased to 39.35 from 71.60 and is 
back below last quarters average of 40.63. Lipper fund flows for the week ending 12/21 had $19.5B of outflows in 
equities, the 5th straight week of outflows. Friday’s close saw NYSE new highs at 52 while new lows of 82 and the 10-day 
MA of New High/Low Differential is at -73. The percentage of SPX stocks above their 50-MA is 57.0% while those above 
their 200-MA was 51.8%. NYSI and NASI Summation indexes are below the 8-MA for a short-term bearish signal. NYMO 
McClellan Oscillator closed at -20 and is short term oversold. Cumulative AD line is just under the 40 EMA and now 
below the 89 EMA long term signal. CBOE Equity P/C 50-day MA at 0.83 and at new highs based primarily on put arb 
trades skewing the data. CNN Fear and Greed index is in Fear zone at 39 from 43 last week. 
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Seasonality Outlook 

Per the Trader's Almanac,  

• Santa Claus rally begins December 23rd historically the last trading day before Christmas. This rally tends to span 
the last 5 days of the year and into the first two days of January. On average producing an average gain of +1.3% 
since 1969. If a rally cannot materialize during this timeframe, it has often preceded bear markets.  

• The last trading day of the year has seen the Nasdaq down 16 of the last 22 years. 
• Pre-Election year January’s have been the best month of year for Nasdaq, ranking 1st and up an average of 

+6.8%.  

Below shows the daily odds the market has been up each day since the year 2000. The final week of the year tends to 
start the Santa Claus rally that can continue into the first few days of January historically but in years it does not occur 
it's often a warning sign of further downside to come in the coming new year. The final week of the year tends to see 
strength at the start into midweek with the last trading day being more bearish showing downside bias over the last 22 
years with the Nasdaq up just 6 of 22 years. The first week of January is strong historically with day one of the year up 
about 67% of years since 2000. 

 

Market Event Outlook 

Monday: Global Markets Closed for Christmas 

Tuesday: Prelim Wholesale Inventories, HPI; International Data:  Japan Unemployment, Retail Sales, BOJ Core CPI, 
Housing Starts; International Earnings: None; Earnings Before the Open: None; Earnings After the Close: None; Analyst 
Meetings: None; Conferences: None 



Wednesday: Pending Home Sales, Richmond Manufacturing; International Data: Japan BOJ Summary, Industrial 
Production; International Earnings: None; Earnings Before the Open: None; Earnings After the Close: CALM; Analyst 
Meetings: None; Conferences: None 

Thursday: Jobless Claims, Crude Oil Inventories; International Data: Eurozone Money Supply; International 
Earnings: None; Earnings Before the Open: None; Earnings After the Close: None; Analyst Meetings: None; 
Conferences: None 

Friday: Chicago PMI; International Data: UK HPI, BOE Bulletin, Spain CPI, China PMI (after market); International 
Earnings: None; Earnings Before the Open: None; Analyst Meetings: None; Conferences: None 

Weekly Open Interest Radar 

Cisco Systems (CSCO) shares are forming bull flag on the weekly chart after a recent 8/21 EMA week bull cross and now 
sitting right near YTD VWAP as it holds the top of monthly value. The stock has yearly value resistance at 48.60 that 
created this current pullback, but a move back above can likely see buyers back in control up to 52 and then possibly 57. 
Bullish flows have been accumulating the past few weeks as well with open interest building in July $42.50 calls as well 
as the July $40 deep ITM calls bought 2300x last week at $8.80. Buyers also active for 10,000 June $45 calls back in late 
September at $5.65 and still holding in OI while up 50%. Also, 8000 June 2024 $40 calls were bought on 10/6 for $5.10. 

Trade to Consider: Long CSCO March $47.50 calls at $2.45 

 

 



Weekly Options Technical Trade Set-Up 

Ticker ROST 
Trigger Level 116.50 
Call/Put Calls 
Strike 116 
Target 120 
Stop 113 

 

 

Credit Spread of the Week 

Bull Put Spreads in Home Improvement Leader Seeing Relative Strength 

Home Depot (HD) has pulled back to the monthly POC support at 312 and has a confluence of large supports just below 
here into the 300 level with both the 55 EMA and 200 EMA as well as the YTD VWAP at 307 while lower edge of monthly 
value is 299.63 so after a quick 10% pullback from its highs it made this month near 345 it’s an ideal time to sell a bull 
put spread inside of this ongoing relative strength trend. Options flows have seen some large opening put sales recently 
with over 14,000 February $290 puts sold to open on 12/15 for $4.40 and 1450 June $240 puts sold to open for $4.00. 

Trade to consider: Sell HD February $310/$300 bull put spreads at $3.00 credit or better. Targeting 50% profit of the 
credit. 

 

 



Insider Trade of the Week 

Lovesac (LOVE) had a notable insider buy on 12/21 from Chief Strategy Officer Jack Krause buying 10,000 shares at 
$19.17 for $192K and increasing his stake by +9%. This follows a director making a purchase on 10/13 for 2000 shares at 
$20.60 for over $41K and increasing his stake by +20%. This same director was also active buying shares back in April. 
These are the first insider purchases since early 2020 and late 2019. Shares are trading near 20 after recently making 
new lows post earnings this month with a low near 17.70. The stock is seeing a bounce back above 8 EMA and MACD is 
crossing bullish. LOVE is down about 70% in 2022 and a consumer discretionary name that has struggled due to higher 
inflation but now seeing insiders buy at these lower levels. Resistance is seen above at 25 and the 200 day EMA is up at 
32 currently so a potential upside target after the recent washout lows look to be capitulation.  

The $304.2M small cap company trades at 8.3x earnings, 0.4x sales, 10.7% FCF yield and is expected to see revenues 
grow by +27% in FY23 and +10% growth in FY24. Lovesac Company is a technology-driven company that designs, 
manufactures, and sells quality furniture. The Company's product offering consists of modular couches called Sactionals, 
foam beanbag chairs called Sacs, and their associated home decor accessories. Last quarter LOVE reported inline 
revenues but beat EPS by $0.21 and had Q3 sales growth of 8.9%. Average analyst price target is at $52. DA Davidson 
lowered its target to $64 and keeps a Buy rating citing the company's Q3 operating results exceeded expectations, but 
the management lowered its outlook for Q4 sales to high-single-digits to mid-teens growth from its prior one of 20% on 
an increasingly challenging macroeconomic environment. The analyst still sees a lot of wiggle room for the company's 
opportunities to ramp promotions, increase marketing spending to take advantage of lower media rates, and make 
further investments to position the company for long-term growth. Canaccord lowered its target to $50 and keeps a Buy 
rating saying the company's unique product platform and omnichannel strategy will help it weather near-term retail 
headwinds. Short interest is at 13.7% and hedge fund ownership fell 3.7% last quarter.  

 

Weekly Small Cap Write-Up 

IBEX Limited (IBEX) delivers solutions to help the world’s preeminent brands more effectively engage with 
their customers as a leading global customer experience. The race to transform Customer Experience (CX) 
business models in a rapidly evolving digital world is a critical driver of success for many companies. CX is a key 
factor in today’s hyper-competitive economy and often the top priority for a company’s executive leadership. 
The use of digital channels increased, while the ability to leverage digital and traditional channels in an 
integrated fashion in order to meet ever-evolving, fluid customer needs which we refer to as “integrated 
omni-channel” has become critical.  This brings about a need for a new type of partner, one with expertise and 
capabilities that can help a company analyze its CX and then deliver on creating great experiences. IBEX’s 
world-class CX operations delivery with best-in-class services and solutions that span omnichannel customer 
engagement and support, digital marketing and customer experience management helps clients measure 
customer sentiment and deliver a superior CX to their end-customers. 



 

IBEX has a market cap of $472.9M and trades 14.3X Earnings, 6.5X EBITDA and 16.4X FCF with 13.5% EBITDA 
margins and 6.8% FCF margins. IBEX forecasts re revenues growing 10-12% annually the next three years with 
15-25% annual EPS growth. IBEX is winning market share and set to deliver margin expansions and is 
structurally positioned well for digital-first customer interactions. Healthcare and Fintech now represent more 
than 30% of business and have grown sharply in recent quarters. IBEX also has outstanding Net Promoter 
scores and client retention numbers. IBEX believes it is on track to double revenues to over $1B. Bloomberg 
reported in November that CVC Capital has been considering a PE bid for IBEX.  

IBEX is priced extremely attractively for the strong growth it is delivering and whether the upside comes via a 
PE acquisition or just further strong execution, a top small cap.  
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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. 

 

 


