
       SPOTLIGHT OPTION TRADE  

  
 

Technical & Fundamentals in Beat Up Internet Growth Company Signal Bottom 
 

TRADE SNAPSHOT 

 

TICKER Z 

SECURITY Zillow Group 

SECTOR Tech - Internet 

CURRENT PRICE $56 

LONG/SHORT Long 

TARGET $80 

STOP $50 

TIMEFRAME 3 Months 

 

Trading Strategy: Long Z June $60/$70 Call Spreads at $3 Debit or Better 
 

Net Debit/Credit: Debit of $3 
 

Profitability Zone: Z Above $63 on June OpEx 
 

Options Volatility / Trade Simulator View: 

 

 
 



 
 

Technical Analysis: Z shares are only -12% with most of its weakness coming in late 2021 when it exited the 
iBuyer business and a recent strong response to the earnings call where the three-year outlook was provided and 
shares now pulling back to short-term moving averages. Z’s long fall from glory bottomed right back at 2020 
levels and a major volume zone of support and notable here is weekly MACD has crossed to positive and 
increasing the last few weeks, potential inflection of the trend signal. November 2019 and May 2020 were the 
last two positive crosses which each preceded major trend moves higher. 

 

 



 
Fundamental Analysis:  Zillow is the leading digital real estate company that is in the midst of a significant, 
multi-year business model expansion, building on the strong foundation of its established real estate 
marketplaces and advertising-based revenue model as they move into facilitating real estate transactions and 
offering related adjacent services. Z has large addressable markets of buying, selling, renting and financing 
residential real estate in the U.S with a $19B advertising market now expanding into opportunities like the 
$156B origination market and $32B title & escrow markets. The rental property management services market 
adds another $50B market and Z is exploring the $106B home insurance market, $3B home warranty market, 
$339B home renovation market and $14B moving services market. Z currently has a market cap of $10.5B and 
will continue to face tough comps the next few quarters on the revenue side but profitability is the new story 
here with EBITDA seen rising 300% in 2022 and 20-30% the three following years. Management is now 
targeting $5B in revenues with 45% EBITDA margins for 2025, ambitious, but makes shares very cheap at 
these levels for a long-term view. A lack of home inventory remains one main headwind while rising mortgage 
rates could sap buyer demand but Z has navigated markets in the past and continues to expand its platform as a 
dominant real estate service provider. Z is now focused on improving conversion and driving ancillary revenue 
attach. Analysts have an average target of $75 and short interest remains elevated at 14.5% of the float. 
Benchmark raised its target to $115 recently seeing shares cheap if margins stay above 40%. Jefferies also has a 
$115 target as the company refocuses on core operations and shares trading at a steep discount to traditional 
averages while announcing a $750M buyback.  
 
Options Activity:  
 

 
 

Potential Catalysts: May Earnings 
 
 
 
 
 
 



 
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.   

 


