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A heavy exposure to a newly restrained China and a weak home market has seen short sellers
circle Italian luxury firms. We quantify this growing trend.

— Short sellers have piled into the sector, which has seen average shares retreat by a quarter in

the last 12 months

— Tod’s is the most shorted of the lot with 18.4% of free float out on loan
— Shorts have steered clear of Moncler, despite the company suffering the worst price decline of

the sector

The short interest on the nine
largest Italian domiciled luxury goods
companies is the highest level since 2010.
Over the past year the shorts seem to have
been on the right side of the market, which
has seen an average price decline
of ~30% for the same basket of securities.
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One of only two firms to post an annual share
price rise from the entire group is Geox, a mid
market fashion retailer, with an increase of
8% over the past year. Interestingly Geox
currently has the second highest percentage
of shares out on loan at 18%, second only to
high end retailer Tod's, which has 18.4% of
its free float on loan. Interestingly, while
demand to borrow shares in Tod’s has stayed
relatively flat, that of Geox has declined from
52 week highs reached in March when 24%
of its free float was out loan.
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Luxury in the crosshairs

While Tod’s leads the way in the space, its
peers in the luxury shoes, garment
and accessories firms are attracting short
sellers as they have significant sales
exposure to the high endAsian and
the European tourism markets which have
been weak of late. Several firms in that space
have reported that they are expecting a
similarly  difficult winter  trading period in
the northern hemisphere for the remainder of
the year and have set investor
expectations relatively low.
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Standouts include, Prada with 12.9% of free
float out on loan. The group's share price has
declined by 40% over the past year. The
company released disappointing half  year
results in September and the group stated
that foreign exchange movements and
weakening overall consumption in Europe
and China impacted results. The group did
report strong growth in Japan and the Middle
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East, but this was not enough to offset and Monsiecinn
prevent the worst growth levels reported ‘
since the company's listing on the Hong Kong
Stock Exchange in June 2011.

Prada Spa
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The other company to avoid the scrutiny of
short sellers is Moschino owner Aeffe, which
27 has about 4% of free float out on loan after a
Source: art stellar year which has seen its shares
advance by 148%.
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Salvatore Ferragamo's recent results echo
that of its Milanese peer and share price is
currently down some 31% over the past
twelve months, while the firm now sees 8.9%
of its free float on loan.

Eyes on shorts

Eyewear firms have historically not seen as
much short selling activity, but Luxotica’s
Ceo’s student departure has seen shorts
redouble their attention with 2.4% of the firm’s
free float out on loan.

Safilo has also seen a surge in short interest
in the last month and now has 5.1% of free
float out on loan.

Companies in the clear

On the relatively less shorted end of scale,
Moncler only has 0.3% of free float out on
loan. This is interesting as the maker of luxury
ski outfits has seen its shares slump by about
a third to new lows since listing last year.
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