
 

 

Chinese ‘circuit break’ sends FTSE, S&P lower 

 
Chinese markets collapsed by 7% on the first day of trading in 2016, sending European stocks 
sharply lower. Short sellers however look to have had a profitable start to the year with targeted 
names leading the selloff.  
 

 Short sellers persistence in targeting FTSE 100 firms continues to pay off in the new year 

 FTSE 100 in the red as Anglo American and Glencore suffer large falls 

 Ocado shares slide as fears of Amazon’s fangs in the UK market drive shares lower 
 

Make way for bears 
The Caixin-Markit China Manufacturing 
PMI released on January 4th 2016 fell to 48.2; 
a tenth consecutive month of the index 
remaining below the neutral 50 value. This 
level indicates that operating conditions faced 
by Chinese producers continued to 
deteriorate moderately during December 
2015.  
 
The negative PMI data, combined with an end 
to a six month ban on selling by major 
investors, sparked a new year equity sell off 
which triggered a new market circuit breaker 
introduced by authorities. The automatic 
15min halt to trading when the CSI 300 index 
falls by 5% looks to have backfired as stocks 
continued to slide once trading resumed, 
triggering a full halt to trading once reaching a 
7% decline. 
  
The bear runs west  
The Shanghai Composite index ended down 
6.9% while the Shenzen Composite fell by 
8.2%, with negative sentiment quickly 
spreading to Europe with the DAX falling 
4.3% and the Stoxx50 down 3.3%. Close to 
the end of trade, the FTSE 250 had fallen by 
1.9% and FTSE 100 by a significant 2.6%.   
 
Short sellers have been persistently 
targeting FTSE 100 names since June 2015, 
when average short interest increased over 
50% from 1.1% to above 1.7%, closing the 
gap on the FTSE 250 whose average has 
hovered above 1.5% for some time.  

 
 
Average short interest for both the FTSE 250, 
comprised of relatively smaller firms, and the 
FTSE 100 remained elevated above 1.5% 
heading into 2016.  
 
Resources pain continues 
Short sellers were well placed for a sell off on 
the first day of trading in the UK. Leading the 
price decreases were Anglo American and 
Glencore, which both fell by more than 5%, 
and are both in the top ten most shorted 
stocks of the FTSE 100 currently. 
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Anglo American with 8.6% of shares 
outstanding on loan and Glencore with 5.6% 
have continued to suffer a rout in prices as a 
weaker demand outlook for commodities has 
now been compounded by the recent weak 
Chinese market data points.  
 

 
 
Other notable top ten shorts in the FTSE100 
proving fertile ground for short sellers on the 
day were Burberry (-4%), Tesco (-4%) and 
Aberdeen Asset Management (-3%). 
 

 

 
In the FTSE 250, one of the most successful 
shorts of 2016 so far is Ocado, which fell by 
6% with 12.7% of shares outstanding on loan 
prior to trade opening.  
  

 
 
Ocado shares have faltered recently due to 
news that Amazon plans to target UK grocery 
delivery market. 
 
*To receive more information on Securities 
Finance, Research Signals, Exchange 
Traded Products, Dividend Forecasting or 
our Short Squeeze model please contact us 
 
To read this article on our commentary 
website please click here. 
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