
       SPOTLIGHT OPTION TRADE  

  
 

Positioning in Snap for Strong Q2 as Ad Budgets Shift to New Platforms 
 

TRADE SNAPSHOT 

 

TICKER SNAP 

SECURITY Snap Inc. 

SECTOR Tech – Social Media 

CURRENT PRICE $18.23 

LONG/SHORT Long 

TARGET $20+ 

STOP $15.75 

TIMEFRAME 3 Months 

 

Trading Strategy: Long the SNAP July/August $20 Calendar Call Spreads at $0.65 Debit 
 

Net Debit/Credit: Debit of $0.65 
 

Profitability Zone: $18.50 to $21.50 on July OpEx; $20.65+ on August OpEx 
 

Options Volatility / Trade Simulator View: 

 

 
 



 
 

Technical Analysis: SNAP is starting to work out of its post-earnings strong move consolidation pattern but is 
likely to face plenty of longer term resistance overhead, and reason behind the structure of this trade.  

 

 



Fundamental Analysis: The $26B company currently trades 12X EV/Sales and revenues grew 45% in 2019 
with growth rates of 22% and 38% seen for 2020 and 2021. SNAP also expects to reach profitability in 2021 
and should start to see operating leverage kick in. Time spent and viewership on our content platform continue 
to grow rapidly. SNAP sees a large opportunity with the shift to content viewing on Mobile as opposed to TV. 
Snapchat now powers billions of daily AR experiences, with each of its daily active users interacting with 
augmented reality nearly 30 times every day on average. This high level of engagement with augmented reality 
has made Snapchat an appealing platform for creators and developers to build and distribute new augmented 
reality experiences. SNAP expects to invest significantly in both maps and gaming over the coming years, and 
views these as important opportunities for growth. Daily Active Users jumped 20% Y/Y in Q1. SNAP is also 
nearing positive FCF inflection. Analysts have an average target of $17.60 and short interest remains elevated at 
13.4% of the float. Citi cut shares to Sell on 5/6 with a $14 target on valuation concerns and overly optimistic 
estimates, not expecting recent momentum to be sustainable. Loop Capital last week positive with a $22 target 
citing strength in ad growth and sees its rapid growth and user engagement attracting more marketers. Hedge 
Fund ownership declined 26.6% in Q1 filings, Edgewood with a notable new large position though. 
 

 
 
Options Activity:  
 

 
 

Potential Catalysts: Earnings July 21st (Unconfirmed Date) 



 

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. 


