
       SPOTLIGHT OPTION TRADE  

  
 

Streaming Leader Comes into Key Weekly Support for Credit Put Spreads 
 

TRADE SNAPSHOT 

 

TICKER SPOT 

SECURITY Spotify Tech 

SECTOR Communications – Streaming Media 

CURRENT PRICE $243.17 

LONG/SHORT Long Bias 

TARGET � $240 

STOP None – Defined Risk 

TIMEFRAME 1.5 Months 

 

Trading Strategy: Sell the SPOT January $240/$230 Put Spreads for $4 Credit 
 

Net Debit/Credit: Credit of $4 
 

Profitability Zone: SPOT Above $244 on January OpEx 
 

Options Volatility / Trade Simulator View: 

 

 
 



 
 

Technical Analysis: SPOT shares have pulled back off a brief weekly breakout as growth stocks trading rich 
on valuation (profitability metrics) sold off sharply but now coming into key lower end of a major volume 
support zone while weekly RSI is making higher lows, so looking for shares to hold near here.  

 

 
 



Fundamental Analysis: SPOT has a $46.5B market cap and trades 3.5X FY22 EV/Sales with revenues seen 
rising 17-20% annually while EBITDA profitability starts to ramp in coming years. SPOT is the leader in 
streaming audio despite competition from Amazon, Apple and others. SPOT continues to expand into new 
markets and also with new products, recently acquiring Locker Room for a new live audio experience. SPOT 
has a lot of opportunities to push into new areas with upside potential from Podcasts, Advertising, Live Events 
and even Commerce. SPOT is also planning to implement incremental price hikes through 2021 which will start 
to show its earnings power story, similar to Netflix a few years ago. Spotify is well-positioned to benefit from 
the growing online audio category given its scale, expanding distribution ecosystem, content and 
technology. Spotify expects to grow at a 20%+ CAGR and achieve 30-40% gross margins, as well as 10%+ 
operating margins and positive free cash flow, over the long term. Through 2030, the company expects to reach 
30-40% market share in key verticals of audio like music streaming, podcasts, and paid audio, which represents 
revenue opportunity levels at 5-7x 2020 levels, according to the company. Analysts have an average target of 
$315 with short interest at 3.5% of the float. Benchmark started shares Buy recently with a $300 target seeing 
advertising and podcasting growth potential. KeyBanc upgraded shares earlier this year with a $340 target on 
favorable industry dynamics, improved monetization and unit economics and attractive valuation.  
 
 
Options Activity:  
 

 
 

Potential Catalysts: No Scheduled Events 
 
 
 
 
 
 
 
 
 
 
 
 
 



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.   

 


