
 

  

Puts Accumulate in The Gap as Sales Struggle 

Ticker/Price: GPS ($26.10) 
 

Analysis: 

The Gap (GPS) bearish flow continues to accumulate including 25,000 June $27 puts bought since 3/28, 
over 3,250 May $25 puts bought on 4/12, buyers in the September $25 puts on 3/28, and today buyer in the 

May 10th (W) $26.50 puts 1,400X. Shares jumped in early March but faded all the way back to recent lows and 
now consolidating under the 200-EMA. A break below 25.25 has room to re-test $24 and lower. The weekly 

breakdown targets $21. GPS has seen short interest continue to rise this year despite the positive news about a 
spinoff of Old Navy and up steadily from 4.5% to 7.3% now. The $10B company trades 10.27X earnings, 0.61X 
sales, and 7.3X cash with a 3.7% yield. GPS expects FY22 EPS to drop over 4% as their legacy brands continue 

to see weakness and they jettison the fastest growing segment. They see sales growth around 1% this year and 
no growth two years out. GPS is likely to face pressure over the next two years as they shrink their footprint and 

re-adjust expectations after a decade of growth. GPS’s legacy brands also face tough competition as consumer 
preferences continue to shift towards athleisure. Analysts have an average target for shares of $29 with 3 buy 
ratings, 10 hold, and 3 sell. Goldman keeps a Sell rating on shares with $23 PT behind deteriorating brand 

momentum and elevated promotionality. Nomura, commenting on the spin, notes it is likely more in pursuit of 
a multiple uplift despite the potential fundamental downtick. Institutional ownership fell 7.8% last quarter.  

Hawk Vision: 

 

Trading Strategy: GPS has seen massive put accumulation since the big gap higher and continues to be one 

of the more vulnerable names for downside. 

 

Confidence Ranking: $$ 


