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Most shorted ahead of earnings 

Friday, November 4th 2016 

A look at how short sellers are positioning themselves in 
companies announcing earnings in the coming week 

 Biotech key focus of short sellers this week 

 K&S tops the list of European short targets as potash woes continue 

 Noble Group sees a large jump in short interest in last month 

North America 

 

Offshore drilling rig operator Atwood Oceanics sees itself as the most shorted 

company announcing earnings next week, with 35% of its shares now out on loan to 

short sellers. While energy shares have seen some sharp covering in recent months, 

as oil prices have stablised from their lows, Atwood shares have continued to linger 

in the doldrums. Short sellers have continued to target Atwood as analysts forecast a 

sharp downturn in revenues as its ongoing contracts roll off. 
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The second most shorted company in this week’s lot, Merrimack 

Pharmaceuticals, comes courtesy of the biotech sector, the most heavily represented 

sector among the heavily shorted companies announcing earnings this week. 

Merrimack’s current short interest stands at an all-time high as short sellers more 

than doubled their positions in the last six months to the current all-time high 31.6% 

of shares outstanding. This new ramp in short interest comes after an initial bear 

raid on the firm which saw short sellers cover a majority of their positions after 

Merrimack shares rallied after its ONIVYDE product came to market.  

Merrimak’s rapid rise in short interest leading up to earnings is eclipsed by its 

peer Dynavax Technoligies which has seen its short interest shoot up by over 50% in 

the month leading up to earnings, Dynavax’s most recent surge in in short interest 

was triggered back in September after news that the FDA was seeking more 

information regarding its HEPLISAV-B vaccine application which sent Dynavax shares 

down sharply. 

 

 Looking beyond pharmaceuticals, we see perennial short J C Penney make 

the heavily shorted list with 17% of the retailer’s shares out on loan. J C Penney’s 

persistently high short interest comes despite a fairly buoyant set of Q2 earnings 

which saw the company reaffirm a 3-4% expected revenue gain for the year.  

https://www.sec.gov/Archives/edgar/data/1029142/000156459016024926/dvax-ex991_6.htm
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Europe 

 

The key European target for bears among companies announcing earnings 

this week is German minerals firm K&S which has over 20% of its shares out on loan 

to short sellers. K&S’s high short interest reflects the ongoing weakness in the 

Potash Market which has forced its competitors to merge after a sharp fall in profits. 

http://ca.reuters.com/article/businessNews/idCAKBN12Y2JD
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Peripheral European banks are also on the short target list this week as 

investors fret about the level of bad debt on the balance sheet of these companies. 

The targets this week include Unione Di Banche Italiane Spa, Banca Popolare Di 

Milano Scarl and Banco Comercial Portugues Sa, which have all seen a rise in 

demand to borrow in the month leading up to earnings. 

The most shorted UK name announcing this week, grocer Sainsbury’s, has 

seen a sharp decrease in demand to borrow its shares; dropping to a two year low 

as the crippling pound sets to kick-start UK inflation which could boost the 

company’s turnover.    
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Asia 

 

Household technology retailer Edion leads the Asian short targets announcing 

earnings this week as 13.7% of its shares out are out on loan. Retailers such as 

Edion have struggled in the wake of weak Japanese consumer spending figures, 

which have made retailers some of the most popular short targets in the region. 

  The largest short target in terms of market cap is Korean biotech Celltrion 

which has 9.5% of its $10bn plus market cap shorted. It’s worth noting that a part of 

this heavy demand to borrow could be non-directional, owing to the fact that the 

firm has a $300m convertible bond issue outstanding. 

Commodities trading house Noble also makes the list of heavily shorted stocks ahead 

of earnings as it has seen a 16% rise in demand to borrow its shares in the last 

month. This most recent surge in short interest takes the demand to borrow Nobel 

shares to the highest level since the company closed a rights issue in August. 

http://www.reuters.com/article/us-japan-economy-idUSKCN12S067
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Group limited. Any unauthorised use, including but not limited to copying, 

distributing, transmitting or otherwise of any data appearing is not permitted without 

Markit’s prior consent. Markit shall not have any liability, duty or obligation for or 

relating to the content or information (“data”) contained herein, any errors, 

inaccuracies, omission or delays in the data, or for any actions taken in reliance 

thereon. In no event shall Markit be liable for any special, incidental, consequential 

damages, arising out of the use of the data. Markit is a trademark owned by the 

Markit group. 

 

This report does not constitute nor shall it be construed as an offer by Markit to buy 

or sell any particular security, financial instrument or financial service. The analysis 

provided in this report is of a general and impersonal nature. This report shall not be 

construed as providing investment advice that is adapted to or appropriate for any 

particular investment strategy or portfolio. This report does not and shall not be 
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construed as providing any recommendations as to whether it is appropriate for any 

person or entity to “buy”, “sell” or “hold” a particular investment. 


