
       SPOTLIGHT OPTION TRADE  

  
 

A Favored Disruptor with Large Short Put Open Interest Attractive for Bull Put Spreads 
 

TRADE SNAPSHOT 

 

TICKER CVNA 

SECURITY Carvana 

SECTOR Consumer Cyclical – Specialty Retail 

CURRENT PRICE $287 

LONG/SHORT Long 

TARGET Above $270 

STOP None – Defined Risk 

TIMEFRAME 2 Months 

 

Trading Strategy: Sell the CVNA December $270/$260 Put Spreads for $3.20 Credit (Bull Put Spread) 
 

Net Debit/Credit: Credit of $3.20 
 

Profitability Zone: CVNA Above $273.20 on December OpEx 
 

Options Volatility / Trade Simulator View: 

 

 
 



 
 

Technical Analysis: CVNA has pulled back the last few weeks and looking to base just under its rising 200-
day moving average and a retest of a former key breakout as well as holding right above a 61.8% Fibonacci 
retracement while VWAP off September 2020 lows is near $265 and shares also right on trend support. CVNA 
is a quality name that remains in an uptrend and makes for a nice credit spread play.  

 

 
 



Fundamental Analysis: Carvana is the leading e-commerce platform for buying & selling used cars and the 
$49B company currently trades 4.3X EV/Sales with revenue growth expected above 115% in FY21 and at 
30%+ the next few years while also turning EBITDA positive in 2021 and ramping for many years forward. 
CVNA is seeing strong growth across all key metrics including profits per unit and EBITDA margins. It is 
disrupting a massive inefficient market, $840B in the US for used car sales, and the largest US dealer has just a 
1.9% market share. Consumers are becoming more comfortable with digital commerce and it is no different in 
car shopping where Carvana has made the process convenient. CVNA should continue to benefit from surging 
used car prices and expectations for higher miles driven on the year as demand for cars remains hot as new auto 
sales struggle with supply chain challenges. CVNA is expanding capacity, adding to their inventory buying 
teams and widening their geographic reach to gain more market share in the highly-fragmented space. Analysts 
have an average target of $400 with short interest elevated at 19% of the float. Wedbush upgraded shares last 
week to Outperform with a $360 target seeing upside to profitability estimates. Citi raised its target to $405 in 
August on improving production capacity and access to inventory.  
 
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings 11-4-2021 
 
 
 
 
 
 
 
 
 



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.   

 


