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Back to school bears surge

US short sellers have been covering their positions so far in Q3, but the apparel retail sector has
seen short interest increase heading into the key back to school shopping period.

— US apparel retailers now 15% more shorted than the previous back to school shopping period
— Stage Store most shorted retailer with over 25% of its shares out on loan
— Nordstrom has seen the largest rise in shorting activity compared to last back to school

The US ‘back to school’ shopping period is
second only to the December holiday
shopping period in terms of contribution to
retailers’ yearly revenue totals. This year’s
back to school timeframe could prove doubly
important for the US apparel and broad-line
retail sector, which has experienced a marked
jump in short interest from the same time a
year ago.
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Despite the US retail federation’s
expectations for spending to rise by 10% from
last year’s levels, the ever growing threat of
online competition and shifting consumer
taste has made the sector a target of short
sellers; now suffering twice the average short
interest seen in the S&P 500. Its constituents
now have 5.7% of shares shorted on average,
a 15% increase from the same time last year.
Bearish sentiment also shows no signs of
slowing down heading into the back to school
shopping period. Short interest in the sector
has stayed roughly flat so far in the second
guarter while the S&P 500 constituents have
seen a 5% fall in average short interest.
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As ever in short selling, this bearish sentiment
has disproportionally fallen on several short
favorites. This year’s favourite back to school
short target is US regional department store
operator Stage Stores, which has over a
qguarter of its shares shorted. Stage short
sellers are no doubt honing in on the firm’s
large exposure to parts of the US that have
disproportionately felt the slump in oil prices,
given that a large number of its stores are
situated in oil-focused states. The firm alluded
to its last set of post-back to school earnings
which saw it report a 3.5% fall in comp sales.
Short sellers appear to be positioning for
more trouble ahead.

Short 12 Month

Name Ticker Interest % Change
Stage Stores Inc S5l 25.8 54%
Big Lats Inc BIG 20.6 -11%
Buckle Inc BKE 20.6 67%
J C Penney Company Inc JCP 20.2 -6%
Zumiez Inc ZUMZ 19.7 96%
Mordstrom Inc JUWHN 18.6 1320%
Lands End Inc LE 16.0 13%
Ascena Retail Group Inc ASMNA 15.2 29%
Sears Holdings Corp SHLD 11.9 64%
American Eagle Outfitters Inc AED 11.9 41%
Kohls Corp K55 11.2 -3%
Childrens Place Inc PLCE 11.1 28%
Finish Line Inc FINL 10.8 174%
Boot Barn Holdings Inc BOOT 10.2 130%
Gap Inc GPS 9.2 66%
Dillard'S Inc DDS 8.1 84%
Tailored Brands Inc TLRD 8.1 180%
Guess? Inc GES 7.6 -42%
Bon-Ton Stores Inc BONT [A -52%
Foot Locker Inc FL 6.8 17%
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Another notable department store short
position is in upscale Nordstrom, whose
current short interest is a massive 13 times
higher than at the same time last year.
Nordstrom reported relatively upbeat second
earnings and raised its full year guidance last
week which sent its shares sharply higher,
but short sellers have shown no signs of
capitulating with short interest remaining near
its pre-earnings all-time high.
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The only heavily shorted retailer which has
seen any material amount of short covering
over the last 12 months is US discount
retailer Bog Lots whose current short interest
stands a tenth lower than at the same time
last year. Short sellers have added to their
bets recently however, which have doubled
from the recent yearly lows which indicates
that short sellers are yet to be fully convinced
by Big Lot’s recent surging share price. Short
sellers have also trimmed positions in JC
Penney.

On the clothing side, short sellers are
relatively more bearish towards Buckle,
Zumiez and American Eagle compared to the
last back to school run, and all three now
have more than 12% of their shares shorted.
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