
       SPOTLIGHT OPTION TRADE  

  
 

Storage Company Cheap into Strong Growth Period and Strong Seasonal Bias 
 

TRADE SNAPSHOT 

 

TICKER WDC 

SECURITY Western Digital 

SECTOR Tech – Hardware - Storage 

CURRENT PRICE $59 

LONG/SHORT Long 

TARGET $65 

STOP $55 

TIMEFRAME 6 Weeks 

 

Trading Strategy: Long the WDC January $60/$65 Call Spreads at $1.65 Debit 
 

Net Debit/Credit: Debit $1.65 
 

Profitability Zone: WDC Above $61.65 on January OpEx 
 

Options Volatility / Trade Simulator View: 

 

 



 
 

Technical Analysis: WDC shares regained VWAP off the August 2020 lows and basing the last week weeks 
with weekly RSI looking to clear 50 and MACD nearing a bull crossover, potential to target a 50% retrace at 
$63.90 while the volume pocket extends closer to $65. All of this comes into December, a month WDC shares 
have closed higher 80% of the time the last ten years with an average return of +8.7% and Median of +7%.  

 

 



Fundamental Analysis: The $18.3B company trades 6.1X Earnings, 5.5X EBITDA and 18.25X FCF with a lot 
of cash and revenues seen rising 15% in FY22 with 38.8% EBITDA growth, strongest year since 2017. WDC is 
a leading developer, manufacturer, and provider of data storage devices and solutions that address the evolving 
needs of information technology and the infrastructure that enables the proliferation of data in virtually every 
industry. The growth in computing complexity, cloud computing applications, connected mobile devices and 
Internet connected products, and edge devices is driving unabated growth in the volume of digital content to be 
stored and used. The storage industry is increasingly utilizing tiered architectures with HDDs, solid state drives 
and other non-volatile memory-based storage to address an expanding set of uses and applications. WDC could 
see a news-driven move as it may look to consolidate and/or separate the NAND and HDD businesses. Micron 
recently surged on optimism that pricing and volume in DRAM is better than feared. Analysts have an average 
target of $75 with short interest low at 2.7% of the float. Mizuho recently upgraded to Buy with a $75 target on 
improving checks across PC, server and handsets. Craig Hallum lowered its target to $90 in October and noted 
it is time for it to break up its flash and HDD businesses and sees valuation at $116 on a sum of the parts basis.  
 
Options Activity:  
 

 
 

Potential Catalysts: UBS Conference on 12-6 and Barclays Tech Conference on 12-7 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



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.   

 


