
       SPOTLIGHT OPTION TRADE  

  
 

Buy the Penn Gaming Dip into March Madness 
 

TRADE SNAPSHOT 

 

TICKER PENN 

SECURITY Penn National Gaming 

SECTOR Consumer Services – Casino & Gaming 

CURRENT PRICE $113.58 

LONG/SHORT Long 

TARGET $140 

STOP $104 

TIMEFRAME 2 Months 

 

Trading Strategy: Long the PENN April $120/$135 Call Spreads at $4.50 Debit or Better 
 

Net Debit/Credit: Debit $4.50 
 

Profitability Zone: PENN Above $124.50 on April OpEx 
 

Options Volatility / Trade Simulator View: 

 

 



 
 

Technical Analysis: PENN a strong momentum name has pulled back to the rising 13-day moving average as 
well as VWAP off the late January reversal low. It has a bit of room to retest the flag breakout back near $110 
but could stabilize here before resuming a move higher to reach its measured move target of $140. 

 

 
 



Fundamental Analysis: PENN has been a very strong name over the past year benefitting from sports betting 
legalization and the expanding Barstool empire. Despite the strong move PENN still has a market cap of just 
$16.2B trading 45.5X Earnings with revenues seen rising 39% in 2021 and EBITDA seen up 55%. PENN 
should benefit from March Madness betting in March-April while also a play on reopening for its brick and 
mortar casino locations. PENN is likely to continue expanding its online app to other states and win market 
share. Analysts have an average target of $110 and short interest elevated at 11.7% of the float. Craig Hallum 
raised its target to a Street high $150 last week. Truist moved its target to $135 and sees significant pent-up 
demand for land-based gaming. PENN’s CEO expects to be live in 10 states by year-end. A few interesting 
notes from the latest earnings call: 
 

� Michigan's launched weekend had 68% more first time depositors than Pennsylvania's initial weekend. 
And the daily active users were nearly 2/3 higher than the average daily active users in Pennsylvania 
during 2020. 

�  Our next to launch state will be in Illinois, where we plan to go live prior to March madness, pending 
regulatory approval, of course. And from there, we'll continue to roll out in new states every 3 to 5 
weeks or so until we're operational in 10 or more states by the end of 2021. 

� In the meantime, on the legislative front, we're focused on the enabling legislation for voter-approved 
sports betting laws in Louisiana and Maryland, and we're aggressively lobbying in 2021 for new 
opportunities for sports betting in Ohio, New York, Texas, Massachusetts and Missouri, among others. 

� So we have all of this overhead costs. We've been ramping our Penn Interactive division around 
staffing. We now have over 250 people. We've got 100 product development and engineers.  And that's 
all now being spread. All that cost is being spread across 2 states, right? So you can imagine as you scale 
this thing to 10 states, 11 states, 12 states, which is where we plan to be by the end of '21, you have all 
that much more dry powder to spend on growing the funnel and widening that funnel of acquisition 

 
 
Options Activity:  
 

 
 

Potential Catalysts: No Scheduled Events 
 

 

 

 



 

 

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. 


