
 

 

Bulls Jump Back into Snap into Weakness 

Ticker/Price: SNAP ($14) 

 

Analysis: 

Snap (SNAP) shares lower today by 4% after Facebook (FB) announced a new product launch but seeing 11,500 November $15 

calls bought to open up to $1.20 in a sweep. SNAP earlier had 3,500 November $13 puts sold to open and recently buyers opening 

2,000 January $20/$25 OTM call spreads, the October $18.50 calls over 15,000X, and more than 8,000 January $16 calls. SNAP 

still has over 38,000 January $15 calls in OI with buyers in July adding. Shares are trying to bounce just above the 200-EMA at 

$13.40 and the June range breakout with a VPOC above at $16.25 to target. Longer-term, it broke a lengthy downtrend from the 

IPO earlier this year and above $18.50 has room up to $25+. The $21.66B company trades 15.5X sales and 18.2X cash with mid-30% 

revenue growth forecast. SNAP expects to be profitable in FY21. They’re coming off a strong quarter with better margins and user 

engagement than expected while Q3 will be the first look at a full quarter of use after their Android redesign. The Android side will 

be especially important as a growth engine in emerging markets like India. Analysts have an average target for shares of $16.25. 

Stifel out this morning with a $19 PT seeing 3-4M net DAU adds in Q3, in line with expectations, while seeing longer-term 

momentum continuing. Jefferies positive on 9-30 after Ad Week seeing the platform gaining traction among younger users and 

likely a long-term beneficiary of new media budgets. Guggeheim upgrading to Buy with a $22 PT on 9-24 citing the combination of 

"strong" usage trends, "industry-leading" access to 18-34 year-old users, and platform improvements which should drive growth in 

Snap's advertiser demand. Short interest is 7.7%, well off the highest levels from earlier this year at 11%. Hedge fund ownership rose 

16.7% in Q2. Jericho Capital a buyer of 15.5M shares while Hitchwood Capital adding a new 6M share position.  

Hawk Vision: 

 

Hawk’s Perspective: SNAP has been a top performer all year and looks like it could retrace the move a bit further 

and would prefer waiting for a better basing process with RSI divergences. 

 

Confidence Ranking: $$ 


