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New company issuances create frenzied buying and selling scenarios as firms enter the public
sphere. In certain cases Limited stock supply is driving insatiable demand from investors who at

times are as enthused as short sellers.

— Shorts profit on Shake Shack but company still one of the most successful IPOs of 2015
— As Twitter trades below its IPO price its cousin Square joins Godaddy as best performers
— Spark Therapeutics and Fitbit currently most shorted companies of the class of 2015

Based on IPO pricing levels, two thirds of
firms are in negative territory but Shake
Shack (down 65% from IPO highs) is still
among top the performers.

Only a third of 150 North American firms that
IPO’d during 2015 with market caps currently
greater than $100m; are currently trading
higher than their initial public offer pricing
levels.

Sectors suffering the most include; alternative
energy, medical equipment, biotechnology
and pipelines. Companies listing in these
sectors saw their stocks lose more than a fifth
on average since coming to market. Short
sellers, despite supply constraints have been
very active in shorting newly public
companies.

Avg. Price Current % Shares
Subsector # return % shares on loan

since IPO* on loan IPO +30
Alternative Electricity 3 -39% 3.2 56% 2.0
Medical Equipment 8 -27% 34 -8% 37
Biotechnology k)| -24% 3T 4% 38
Pipelines 4 -23% 0.3 -8% 0.3
Specialty REITs ] -3% 0.7 0% 07
Specialty Finance 4 0% 0.0 0% 0.0
Nonequity Investment Instruments 8 0% 0.0 -50% 0.1
Software 9 5% 29 4% 3.0
Business Support Senices 7 % 24 11% 21
Restaurants & Bars 5 12% 31 -35% 4.9
Pharmaceuticals 4 13% 42 73% 24
Banks 13 18% 06 -13% 07
Other 54 -2% 21 29% 1.7

Source: Markit *IPO as per issue pricing

A feeding frenzy occurred on Shake Shack’s
public debut, even after the company raised
the price of its 5m share offering to $21.
Shares doubled and touched highs of above
$90 dollars in a few months, attracting
significant interest from short sellers.
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While early investors bidding up a limited
amount of shares in hindsight may have
wished they put in a different order, a year on
the IPO has proved successful for the
company and for patient short sellers.
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Short sellers who were wiling to pay
significant costs at times to short were
rewarded. Limited supply of lendable shares
available combined with aggressive demand
saw the cost to borrow Shake Shack soar
above 100% in July 2015.

While Shake Shack’s stock has fallen to fresh
lows since its IPO ‘pop’, down some 65%, the
stock is still up 61% for investors who
managed to catch the initial 5m plus shares
offered. Additionally, the  company’s
secondary 4m share offering during August
2015 at $60 raised significant capital.

Joining Shake Shack among the top
performing IPO’s in 2015 (based on initial
pricing) is Godaddy whose shares have
recently moved 60% higher. This has sent
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short sellers covering half of positions with
1.6% of shares outstanding on loan currently.
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Just outside of the top ten performers is
Square, which shares a CEO with Twitter.
Twitter now trades below its IPO price, yet
Square has surged 45%. Only listing in
November 2015, significant demand to
borrow the stock has its cost to borrow
remain materially high with a relatively low
amount of shares currently outstanding on
loan at 2.7%

Square Inc
%[DS"a"es on loan ﬁ’ice
25 13

12
2.0

11
15

10
1.0 9
0.5 8
1112015 12/2015 01/2016 02/2016

Source: Markit =y Shares on loan e=——Price

Spark Therapeutics Inc
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Also among the top ten IPO performers of
2015 but at the same time most shorted
across the universe of 150+ stocks is Spark
Therapeutics, with 12.5% of shares
outstanding on loan.
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Joining the list of most shorted IPO’s of 2015
is Fitbit. The company has 9.6% of its shares
outstanding on loan which have fallen a
quarter since the firm went public.

Most shorted: Class of 2015 IPOs
% Shares 1 Month
Outstanding %

Name Industry Ticker OnlLoan Change
Spark Therapeutics Inc Biotechnology ONCE 12.5 2%
Seres Therapeutics Inc Biotechnology MCRB 10.9 -2%
Gdi Integrated Facility Senvices Inc Biotechnology GDI 10.0 0%
Fitbit Inc Recreational Products FIT 9.6 -23%
Teladoc Inc Health Care Providers TDOC 9.0 -23%
Alarm.Com Holdings Inc Software ALRM 79 -30%
Pure Storage Inc Computer Hardware PSTG 7.8 9%
Zynerba Pharmaceuticals Inc Pharmaceuticals ZYNE i 32%
Ollie"S Bargain Outlet Holdings Inc Broadline Retailers QLLI 74 -16%
Aduro Biotech Inc Biotechnology ADRO 74 5%

Source: Markit

*To receive more information on Securities
Finance, Research Signals, Exchange
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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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