
       SPOTLIGHT OPTION TRADE  

  
 

Opportunity in Chinese Internet Carnage as Peak Selling Over, Sentiment Shifting 
 

TRADE SNAPSHOT 

 

TICKER PDD 

SECURITY Pinduoduo 

SECTOR Consumer - Ecommerce 

CURRENT PRICE $99.40 

LONG/SHORT Long 

TARGET $120 

STOP $91 

TIMEFRAME 1 Month 

 

Trading Strategy: Long the PDD November $105/$115 Call Spreads at $2.60 Debit 
 

Net Debit/Credit: Debit of $2.60 
 

Profitability Zone: PDD Above $107.60 on November OpEx 
 

Options Volatility / Trade Simulator View: 

 

 
 

 



 
 

Technical Analysis: PDD has seen some strong accumulation since the August lows and broke through three 
month trend resistance with a volume pocket overhead and room to move back to some key VWAPs near $120. 
PDD’s 8-MA has bullish crossed the 21-MA as a sign of near-term momentum. A higher potential target is a 
38.2% retracement to $127. PDD bottomed right at the key 2020 volume zone from which a parabolic move 
higher started. The $101.50 level key near-term as a volume node breakout and the 21-week is at $103.80. 

 

 



Fundamental Analysis:  PDD operates a next-generation ecommerce platform utilizing a feed-based shopping 
format integrating social and personal tailored advice. It is creating a whole new fun and interactive shopping 
experience. Pinduoduo has also become China's largest online platform for agricultural products by enabling 
direct selling from farms to the dining tables. Pinduoduo has built one of the world's largest online communities 
in the past 5 years by focusing on bringing consumers more savings and more fun. PDD operates China's largest 
online agriculture platform with over $40B worth of agricultural products sold in 2020 and 16M+ farmers on 
the platform and is promoting the digitalization of the agriculture industry with its recently announced 
Agriculture Initiative.  
 
PDD has a market cap of $125B and trades 18.75X Earnings and 8.7X EV/Sales with revenues rising 120% and 
97.6% the past two years and 96% growth seen in FY21 while EBITDA rises 143%. PDD is trading like a value 
stock while having characteristics of a hyper-growth stock, an odd divergence due to China regulatory concerns 
which seem to be abating. Last quarter PDD reported its first ever positive non-GAAP operating profit margin 
at 13.8% and 3P revenue grew stronger-than-expected at 64% Y/Y. PDD's user engagement has remained 
robust, with its time spent share amongst major ecommerce platforms rising to 37% in 2Q, vs. 32% a year ago. 
 
Regulatory threats are the biggest risk though much of it now seems priced into shares. The tightening 
regulation on community group buying, particularly on lower-than-cost pricing behaviors, will potentially shift 
the market share expansion strategies across major CGB platform. The recent laws and regulations related to 
data security and personal information protection could have a negative impact on merchants' advertising ROI 
and thus cloud the development of PDD's ads product offerings, as per management.  
 
BAML raised its target to $148 in August on sustained growth and margin upside. China Renaissance upgraded 
to Buy on 8/6 with a $150 target noting PDD’s model is intact and regulatory risks are being overstated.  
 
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings Expected Mid-November 



 
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.   

 


