
       SPOTLIGHT OPTION TRADE  

  
 

Snowflake Call Spreads Attractive Risk/Reward into Bottoming Base, Inverted Skew 
 

TRADE SNAPSHOT 

 

TICKER SNOW 

SECURITY Snowflake 

SECTOR Tech – Software 

CURRENT PRICE $236.65 

LONG/SHORT Long 

TARGET $275 

STOP $213 

TIMEFRAME 6 Weeks 

 

Trading Strategy: Long the SNOW June $250/$270 Call Spreads at $5.20 or Better 
 

Net Debit/Credit: Debit $5.20 
 

Profitability Zone: SNOW Above $255.20 on June OpEx 
 

Options Volatility / Trade Simulator View: 

 

 



 
 

Technical Analysis: SNOW looks to be bottoming, shares forming a rounded base stuck under VWAP from 
the February highs while RSI continues to trend upwards, and the next target the VWAP from the December 
highs up at $280 aligns with the measured move of the base breakout.  

 

 



Fundamental Analysis: SNOW is an emerging leader in cloud-based data warehousing with a 10% market 
share and expanding client base with their platform agnostic approach. SNOW has set itself apart from peers as 
their software is platform agnostic and can be run on AWS, Azure, and Google’s cloud, giving them a distinct 
advantage in a market growing rapidly. Gartner estimates that 75% of all databases will be in the cloud by 2022 
and hybrid strategies likely more accelerated while IDC sees the revenue opportunity in storage doubling by 
2023 to over $180B. SNOW was at the MSCO Tech conference in March and noted that they continue to build 
a large backlog of enterprise contracts to migrate legacy on-premise systems to Snowflake. They continue to see 
major opportunities to expand their TAM by expanding into unstructured data which they should announce in 
the 2H of their FY, an area IDC estimates is as much as a $16B market and only 25% in the cloud. SNOW is 
well positioned to capture secular growth trends including cloud migration and secure data sharing and 
is playing an increasingly important role across the entire data value chain. Snowflake’s cloud native data 
platform remains well positioned to take share from incumbent data warehousing solutions and will continue to 
capitalize on long-term secular growth drivers as enterprises grapple with analyzing large and growing volumes 
of data across disparate sources. SNOW currently has a $67B market cap trading 36X FY23 EV/Sales with 
revenues growing 123% in 2021, and seen growing 85% in 2022 and 65% in 2023. The valuation is rich, but it 
is a unique growth story and estimates are likely far too low. The company has seen an 9% non-GAAP product 
gross margin expansion since FY19. Management remains committed to drive margin expansion with better 
discipline over discounting, higher volume-based discounts for purchases of third party cloud infrastructure, and 
increased scale across cloud regions. Analysts have an average target for shares of $285 and a Street High $350. 
Evercore ISI started coverage on 3/26 at Outperform as they think there are few software firms over the last 
decade that have as large a growth opportunity as Snowflake. The firm thinks SNOW’s cloud data warehousing 
TAM will power strong revenue growth in the near-term and longer-term it’s a unique way for investors to get 
exposure to the rapid growth and democratization of data within organizations. UBS with a Buy in March 
noting that conversations with customers have improved his view of the data analytics software trends. Short 
interest is 2.8%. Hedge fund ownership rose 122% in Q4, Altimeter Capital a buyer of 9M shares.   
 
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings Early June 
 

 



 

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. 


