
       SPOTLIGHT OPTION TRADE  

  
 

Workday Favorable Reward/Risk for Breakout into Earnings at Month-End 
 

TRADE SNAPSHOT 

 

TICKER WDAY 

SECURITY Workday, Inc. 

SECTOR Technology - Software 

CURRENT PRICE $184 

LONG/SHORT Long 

TARGET $200 

STOP $174 

TIMEFRAME 2 Months 

 

Trading Strategy: Long the WDAY September $190/$200 Call Spreads $3.25 
 

Net Debit/Credit: Debit $3.25 
 

Profitability Zone: WDAY Shares Above $193.25 
 

Options Volatility / Trade Simulator View: 

 

 



 
 

 

Technical Analysis:  WDAY showed up on two of my favorite technical scans tonight and seeing shares form a 
base on its rising 55 MA and a cluster of moving averages it is attempting to work through. Shares have a 
falling wedge pattern back to retest the June breakout which is now support and above $186.5 can pick up 
momentum.  

 

 



Fundamental Analysis: The $43B leader in human capital management (HCM) software trades 8.5X FY21 
EV/Sales which is cheap to many software growth names and WDAY is entering a lower growth period with 
15-20% annual growth seen over the next three years after posting a 30%+ CAGR the prior three years, and the 
discount to peers seems far too wide. WDAY should see a boost from the accelerated cloud adoption and has 
many resilient Fortune 500 companies as clients. It operates in a $100B TAM that includes Analytics, 
Financials, HCM, Payroll, Planning and Projects. It also sees opportunities in International markets moving 
forward and estimates just 13% penetration for HCM in EMEA. Analysts have an average target of $187.50 and 
short interest is 4.4% of the float. Goldman and RBC raised targets to $210 in June and RBC noting 
encouraging signs of increased customer engagement across WDAY’s product portfolio, though sees the next 1-
2 quarters as potentially challenging. JPM raised its target to $190 confident the company can branch out from 
HCM to become a multi-product business. WDAY also has key partner deals with Microsoft and Salesforce and 
is seeing a boost in operating margins. Hedge Fund ownership jumped 10% in Q1 filings, Bares Capital with a 
14%+ weighting and Viking Global with a new stake while Duquesne Family Office has a highly concentrated 
position as well.  
 
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings Late August 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



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. 


