
       SPOTLIGHT OPTION TRADE  

  
 

Dropbox Size Bull Open Interest, Inverted Skew, Attractive Value at Optimal Level 
 

TRADE SNAPSHOT 

 

TICKER DBX 

SECURITY Dropbox 

SECTOR Tech – Software – Collaboration 

CURRENT PRICE $22 

LONG/SHORT Long 

TARGET $30+ 

STOP $20.50 

TIMEFRAME 3 Months 

 

Trading Strategy: Long the DBX April $23/$30 Call Spreads $1.50 or Better 
 

Net Debit/Credit: Debit $1.50 
 

Profitability Zone: DBX Above $24.50 on April OpEx 
 

Options Volatility / Trade Simulator View: 

 

 



 
 

Technical Analysis: DBX shares have pulled back from a recent surge and back to a key retracement zone, 
VWAP from the November low, and just above the rising 200 day moving average, so an ideal entry point for a 
name seeing a lot of bullish positioning.  

 

 



Fundamental Analysis: The $9B collaboration software company trades 4X FY21 EV/Sales, 21.7X Earnings 
and 18.3X FCF and we have seen Slack, Wrike, and Workfront acquired in recent deals for its peers. DBX sees 
revenues growing 10.6% in 2021 and EBITDA by 18% after 15%/50% growth respectively expected for 2020 
with a quarter to go. DBX is expanding its reach launching a smart workspace and also owns HelloSign which 
competes with DocuSign (DOCU). DBX is undergoing changes under new management that is focusing on 
margin expansion, and successfully thus far. DBX has more than 600M registered users and operates an open 
ecosystem allowing for linked third-party applications. DBX is working on transitioning more users to paid 
memberships, upselling current members and expanding products such as its Vault, Backup and Passwords 
products. DBX currently has 12% operating margins with a long-term outlook of 28-30%. DBX sees itself 
doubling FCF by 2024, a CAGR of 20% and wants to allocate capital to M&A. Analysts have an average target 
of $28 and short interest is 7.5% of the float. Canaccord cautious on 1/14 after the COO stepped down and DBX 
reduced its headcount and questions growth sustainability. JPM on 11/6 calling shares undervalued and has a 
$29 target. Hedge Fund ownership was down 5% in Q3 filings. 
 
 
Options Activity: DBX has seen significant call accumulation April and July and 30-day IV Skew at -4.5% 
remains sharply inverted.  
 

 
 

Potential Catalysts: Earnings mid-February 
 

 

 

 

 

 

 



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. 


