
       SPOTLIGHT OPTION TRADE  

  
 

Bull Put Spreads in Oversold Communications Software Co. 
 

TRADE SNAPSHOT 

 

TICKER ZM 

SECURITY Zoom Video Communications  

SECTOR Tech – Software - Communications 

CURRENT PRICE $281.45 

LONG/SHORT Bull Bias 

TARGET > $260 

STOP None – Defined Risk 

TIMEFRAME 3 Months 

 

Trading Strategy: Sell the ZM December $260/$250 Bull Put Spreads for $3.50 Credit 
 

Net Debit/Credit: Credit of $3.50 
 

Profitability Zone: ZM Above $256.50 on December OpEx 
 

Options Volatility / Trade Simulator View: 

 

 



 
 

Technical Analysis: ZM is breaking down this week and approaching its May 2021 lows but seeing shares 
extreme oversold with a confluence of potential key support levels. Shares are now retesting the original flag 
breakout from 2020 before its parabolic run while VWAP from its IPO aligns with a 61.8% Fibonacci near 
$262.50 and a key volume node, so expecting shares to bottom out near here and recovery from its lower 
weekly Bollinger Band.  

 

 



Fundamental Analysis: Zoom now has a market cap of $82B and valuation is actually starting to look fairly 
cheap to peers as a name still seeing impressive topline growth while generating strong FCF. ZM now trades 
19.5X FY22 EV/Sales with revenues seen rising 51.7% in FY22 and 19% in FY23 while also trading now just 
59X Earnings and 49X FCF. The $99B maker of collaboration software did a big $14.7B deal for Five-9 
(FIVN) in July, a best-in-class cloud contact center play. Zoom core products include Zoom Meetings, Zoom 
Phone, Zoom Chat, Zoom Rooms, Zoom Conference Room Connector, Zoom Video Webinars, Zoom 
Developer Platform, and Zoom App Marketplace. Zoom with the addition of Five-9 sees an $86B combined 
TAM across communications software. Zoom hosted its investor day on 9-13 and has seen some bullish call 
buys and a large opening sale in December $290 puts since the event. Zoom noted “Looking at additional global 
metrics like knowledge workers, conference rooms and desk phones, we continue to see significant 
opportunities for our platform. We estimate our penetration rate for all products is in the range of low single 
digits, leaving us a large and expanding opportunity. A few of our strategies to continue gaining market share 
include: focusing on the upmarket and enterprise, promoting international growth and landing and expanding by 
upselling our products.” Analysts have an average target of $380 with short interest at 5% of the float. Deutsche 
Bank lowered its target to $350 citing the moderating growth among small customers and higher churn risk 
weighing on shares even while enterprise and upmarket gain traction and profitability metrics are coming in 
well above expected levels. Zoom likely decided to give very conservative guidance for 2H as it faces 
upcoming tough comps, so the negativity appears to be priced into shares at this stage.  
 
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings Late November 
 
 
 
 
 
 



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.   

 


