
 

  

Chegg Attracting Unusual Call Buying into Momentum Breakout 

Ticker/Price: CHGG ($33) 
 

Analysis: 

Chegg (CHGG) trading over 5.5X average volume today with 2,000 February $35 calls bought up to $1.20. Today’s 

action follows buyers in the April $35 calls yesterday over 1,200X and name which has over 1,850 of the January $30 calls 

in open interest which could adjust over the next week. Shares are showing notable relative strength hitting new highs this 

week and out of a multi-week range which targets $40. The $3.71B company trades 10.5X EV/sales and 8X cash with 25% 

and 32% EPS growth expected over the next two years. CHGG is targeting 22.5% revenue growth in both FY19 and FY20 

as it invests in expanding content and adding new modalities like video. CHGG is a leader in direct-to-student learning 

with 80% brand recognition among college students and an expanding offering for secondary education. The company 

saw 45% subscriber growth last quarter and has a growing, high-margin services model which is growing 35%. CHGG sees 

as massive opportunity to disrupt the education industry with tutoring alone a potential $5-$7B opportunity. Analysts 

have an average target for shares of $27 with 7 buy ratings and 4 hold ratings. Short interest is 10.8% but down from over 

23% in late 2017 and near multi-year lows. First Analysis upgrading to Outperform in October with a $30 PT. Craig 

Hallum positive in October after the company unveiled a data-breach noting that sentiment among the base remained 

strong and existing customers were more concerned with access than security risks. Institutional ownership fell 25% last 
quarter. Riverbridge a buyer of 1.1M shares.  

Hawk Vision: 

 

Trading Strategy:  CHGG was a top 2019 pick from the outlook and triggered last week with the chart post, 
way too extended to add at this level, and if already in can trail it. 

 

Confidence Ranking: $$ 


