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Brexit lifts gate on commercial property shorts

Short sellers have continued to gravitate towards UK real estate in the wake of Brexit, with
commercial property firms attracting the bulk of the negative investor sentiment.

— Average short interest for UK real estate firms has spiked 28% since the UK referendum
— Short interest in Intu Properties has hit the highest levels seen since 2009
— Record high levels in short interest at Capital & Counties

Flagship real estate shorts

The UK real estate sector experienced its first
“bear raid” in the lead up to last month’s
European  Union referendum. Bearish
sentiment has accelerated in the wake of the
“leave” outcome, although short sellers have
so far preferred to target commercial property
firms.

Rapid investor withdrawals from real estate
funds have forced commercial funds into
putting prime flagship properties up for sale
in order to improve liquidity positions. Short
sellers hope that these ‘forced’ sales will put
downward pressure on asset prices and

subsequently further pressure on share prices.

Average short interest: UK Real Estate
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Since Brexit, average short interest across
UK real estate firms (63 names in total) has
surged by a dramatic 28%, rising to 1.3%.

Leading this surge with a significant 141%
jump in short interest is retail shopping centre
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operator Intu Properties. Currently Intu is the
most shorted stock among UK real estate
with 10.3% of shares outstanding on loan.
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Capital & Counties follows closely behind Intu
with short interest of 9%. Short interest has
also been rising since the start of the year but
Brexit has seen levels jump 43% higher.

Capital & Counties Properties Plc

% Shares on loan Price
10 495
9
8 445
-
6 395
5
4 345
3
2 295
1
0 245
07/2015 09/2015 11/2015  01/2016 03/2016 05/2016
e/, Shares on loan e==—Price

Source: Markit

Although off a somewhat smaller base than
its two heavily shorted peers, London

compiled by markit


https://next.ft.com/content/1cd727dc-4814-11e6-b387-64ab0a67014c

Markit Equities Commentary

markit

freeholder Shaftesbury has also seen its short
interest surge to new highs in the wake of the
referendum.

Shaftesbury Plc
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Demand to borrow Shaftesbury shares to go
short, which was already elevated heading in
to the vote, has jumped by a fifth since Brexit
to 3.4% of shares outstanding. These recent
developments mean that the firm’s short

interest has jumped fourfold since the
beginning of June.
Great Portland Estates Plc
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Great Portland Estates which is active in

retail and commercial office property in
London has seen a steep 92% increase in
short interest to 3.5%. While shares in the
firm have trended downward since the end of
2015, subsequent to the vote they slumped a
further 16%.
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Foxtons Group Plc
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On the side, short sellers have been

increasing their bets in high street estate
agent Foxtons. The firm issued a profit
warning in the wake of the referendum citing
the post Brexit uncertainty, which has
emboldened short sellers to add to their
positions by a quarter to 4% of shares
outstanding. Its shares are down by 24%
since the referendum.

Top 10 shorts UK Real Estate (12 July 16) 7
Short Change since Quantity on  Price chg
Name Ticker Interest Brexit loan (m) since brexit
Intu Properties Plc INTU 10.3 150% 139 1%
Capital & Counties Properties Plc CAPC 9.0 43% 76 -18%
Hansteen Holdings Plc HSTH 8.1 2% 61 5%
Foxtons Group Plc FOXT 4.1 146% 11 -24%
Great Portland Estates Plc GPOR 3.5 282% 12 -16%
Shaftesbury Plc SHB 34 299% 10 -8%
Countrywide Plc cwo 341 80% 7 -26%
Primary Health Properties Plc PHP 2.5 -12% 15 1%
Unite Group Ple UtG 2.5 -15% [ 6%
Helical Bar Plc HLCL 1.9 -9% 2 -35%

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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