SPOTLIGHT OPTION TRADE

Adobe Giving Second Chance for Those that Missed Earnings Rally
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Adobe Systems Incorporated
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Trading Strategy: Long the ADBE November $50 Calls at $1.45 or Better
Net Debit/Credit: Debit of $1.45
Profitability Zone: ADBE Shares Above $51.45 on November OpEx
Greeks: Delta 46; Gamma 9; Vega 6; Theta -2
Probability of Profitability: 33.15%
Options Volatility / Trade Simulator View:

Technical Analysis: ADBE shares cleared a major $48 level in September from an all-time high back in 2007,
and since has pulled back in orderly fashion on light volume. Shares have potential to fill the earnings gap to
$48.50, but prior resistance should become major support, while intermediate trend support at $47 and long
term trend support at $43.50. After being overbought RSI has pulled back to 46.6, and the 50 day SMA at
$48.25. The 123.6% Fibonacci extension of the 2011 low to $48 top targets this upside move resuming to
$54.70.

Fundamental Analysis: Adobe recently posted quarterly results that initially looked weak on the headline, but
within the numbers showed the transition to cloud and subscriptions is happening quicker than expected and
allowing for ADBE to enjoy a period of multiple expansion. ADBE has a $25B market cap and trades 31.2X
earnings, 5.98X Sales, and 3.65X Book. ADBE's business model transition is making it a favorite cloud play
and with HTML5 gaining adoption it is in a great spot, also the growth in the Digital Marketing business, so
plenty of new products contributing to growth. BAML raised its target on shares to $62 from $57 after the
latest report as ASPs are stable and customers are switching to the cloud faster than expected. On 9-19 UBS
reiterated a Buy and raised its target to $58 from $50.
Potential Catalysts: No Events Scheduled
Options Positioning: ADBE's January 2014 $55 call OI has climbed to 20,996 from 856 on 9/18/13 as traders
have actively bought calls, and many is risk reversals also sold more than 8,000 January 2014 $48 puts to open.

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.

