
       SPOTLIGHT OPTION TRADE  

  
 

Ecommerce Darling with Substantial Downside Remaining with Poor Unit Economics 
 

TRADE SNAPSHOT 

 

TICKER CVNA 

SECURITY Carvana 

SECTOR Consumer - Internet 

CURRENT PRICE $138.60 

LONG/SHORT Short 

TARGET $110 

STOP $165 

TIMEFRAME 1 Month 

 

Trading Strategy: Long CVNA March $130/$120 Put Spreads at $3.75 Debit 
 

Net Debit/Credit: Debit $3.75 
 

Profitability Zone: CVNA Below $126.25 on March OpEx 
 

Options Volatility / Trade Simulator View: 

 

 



 

 
 

Technical Analysis: CVNA shares are down 40% YTD but still have plenty of room before returning to a key 
volume node of support on the long-term chart and despite being oversold are likely to continue to face selling 
pressure as a long-duration name with high debt-servicing costs that also faces tough post-pandemic comps. 

 

 
 



Fundamental Analysis: CVNA has a market cap of $26B and has been disrupting the way consumers purchase 
cars with its online model but also is seeing increasing competitive pressures from established peers like 
AutoNation, CarMax and Lithia Motors. CVNA now trades just 1.7X EV/Sales but 125X EBITDA (FY22) and 
looking out to FY24 it still trades 10.65X EBITDA with top-line growth set to decelerate the next few years 
running a business with 14.2% gross margins and negative EBIT margins while also being extremely levered on 
its balance sheet with substantial debt. CVNA likens to Pets.com of this 2022 Tech bust. CVNA will see upside 
in pricing this quarter but even those tailwinds are starting to fade and with volume growth set to weaken it will 
likely create a scenario of even larger losses and likely to see building inventories. CVNA will likely burn $1B 
in cash in 2022 and will need to raise even more capital, its share count has already risen to 85M in 2021 from 
30M in 2018. Analysts have an average target of $320 and short interest is elevated at 13.8% of the float.  
 
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings 2-24-22 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



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.   

 


