
       SPOTLIGHT OPTION TRADE  

  
 

Puts in Retailer Facing Consumer and Housing Headwinds 
 

TRADE SNAPSHOT 
 

TICKER RH 
SECURITY RH 
SECTOR Consumer Cyclical – Specialty Retail 

CURRENT PRICE $355 
LONG/SHORT Short 

TARGET $320 
STOP $380 

TIMEFRAME 1 Month 
 
Trading Strategy: Long the RH September $350/$330 Put Spreads at $6.80 or Better 
 
Net Debit/Credit: Debit $6.80 
 
Profitability Zone: RH Below $343.20 on September OpEx 
 
Options Volatility / Trade Simulator View: 
 

 
 



 
 
Technical Analysis: RH with a weak bounce off recent lows running into 21/34 EMA resistance and forming a 
potential bear pennant while a 50% retrace target sits at $318.65 and VWAP from the March lows closer to 
$305.  
 

 



Fundamental Analysis: RH is a leading luxury retailer in the home furnishings market across a number of 
categories, including furniture, lighting, textiles, bathware, décor, outdoor and garden, and child and teen 
furnishings. RH operates a total of 68 RH Galleries consisting of 24 Design Galleries, 38 legacy Galleries, 2 RH 
Modern Galleries and 4 RH Baby & Child Galleries. RH’s long-term strategy is building the world's first 
consumer-facing architecture, interior design and landscape architecture services platform and amplifying the 
core business by adding new revenue streams while disrupting and redefining multiple industries. It sees 
moving beyond the $170B home furnishing market into the housing market with the launch of RH Residences, 
fully furnished luxury homes, condominiums and apartments. RH currently has a market cap of $8.1B and 
trades 23.8X Earnings, 2.4X Sales, 46X FCF and 16X EBITDA with a debt-heavy balance sheet. RH forecasts 
see revenues down 14.6% this year with EPS down 49% and the next two quarters setting up to be ugly ones in 
terms of growth contraction. RH’s path to 20% EBIT margins and $5B+ Sales looks to be further out than 
expected and its business is much more cyclical/volatile than peers. RH may be faced to utilize promotions to 
maintain market share which will weigh further on margins. Analysts have an average target of $321 and short 
interest is 14% of the float, rising 29% Q/Q. Wedbush raised its target to $360 last week seeing a potential beat 
though in-line with buy-side estimates, but also notes weak readthroughs from peers that saw a deceleration in 
big-ticket furniture spending. Citi raised its target to $460 on 8/1 while TAG raised to $365 positive on the 
buyback size.   
 
Options Activity:  
 

 
 
Potential Catalysts: Earnings Early September 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



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.   
 


