
       SPOTLIGHT OPTION TRADE  

  
 

E-Trade at Inflection Point as Brokers Consolidate 

 

TRADE SNAPSHOT 

 

TICKER ETFC 

SECURITY E-Trade Financial 

SECTOR Financial – Investment Brokerage 

CURRENT PRICE $45.70 

LONG/SHORT Long 

TARGET $50 

STOP $43.40 

TIMEFRAME 5 Weeks 

 

Trading Strategy: Long the ETFC January $45 Calls at $2 or Better 
 

Net Debit/Credit: Debit of $2 
 

Profitability Zone: ETFC Shares Above $47 on January OpEx 
 

Options Volatility / Trade Simulator View: 

 

 
 



 
 

Technical Analysis:  ETFC with a weekly bottoming pattern that would target a move to $56 and nearing a 
break above a key downtrend resistance line. Shares are coiling tightly currently near its YTD VPOC and 
looking to clear its range and have room to run to $50. 

 

 
 



Fundamental Analysis: The $10.5B brokerage is one of the last standing after the Ameritrade/Schwab deal and 
trades 12.9X Earnings, 3.3X Sales and 8.95X FCF with a 1.23% dividend yield. ETFC is facing revenue 
headwinds into 2020 with the move to zero commissions although commissions are just 17% of its revenue 
base. ETFC continues to expand its offerings to grow retail and advisor assets while also offers banking 
solutions. ETFC posted 32% DARTs growth for November. Analysts have an average target of $45.75 and 
short interest low at 1.9% of the float. UBS noted ETFC could pick up market share as customers of 
SCHW/AMTD are concerned with service integration and Deutsche Bank with a similar note. Fox Business 
reported in November that Goldman Sachs could consider a deal for ETFC. Raymond James noted in October 
that ETFC’s reluctance to pursue a sale is frustrating but management leaves the door open for a potential 
suitor, and in the meantime ETFC is taking steps like reducing expenses and increasing buybacks to defend 
EPS. Barclays with a note in October seeing a $50/share acquisition price. ETFC’s IV Skew was inverted in late 
November but has moved back to a more normalized structure. Hedge Fund ownership fell 22% in Q3 filings. 
 
 
Options Activity:  
 

 
 

Potential Catalysts: M&A; Earnings 1-23-10; Monthly Metrics 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



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. 


