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Greek regulators fighting shadows

Greek regulators rolled out a short selling ban last week, but a closer look at the data shows that

Greek short sellers were few and far between.

— Greek equity value on loan totalled $12m on the day the ban came into place
— Low demand is not driven by supply as over $800m of Greek equites available to lend
— Only one Greek company saw more than 1% of shares out on loan in the last 12 months

One of the less reported steps taken by
Greek market regulators last week was the
temporary short selling ban which forbade
investors to “create or increase a net short
position” on shares trading on Greek
exchanges from the 30" of June to the 6™ of
July. The temporary emergency measure was
introduced despite the Greek markets
remaining shut over its duration, and appears
to be a largely symbolic step as recent short
selling activity in Greek equities has been
relatively non-existent.

Short interest muted

The overall demand to borrow Greek equites
stood at an extremely low $12m on the eve of
the ban coming into place on June 29™. This
low demand to borrow puts the overall value
of Greek short positions firmly at the bottom
of the eurozone league table, behind second
to last place Ireland. Notably, Ireland still sees
$400m of securities lending activity; over 30
times the activity levels seen in Greece.
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This lack of demand looks to be driven by the
recent market uncertainty, as the aggregate
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value of Greek short positions actually fell in
the weeks leading up to the short selling ban
coming in to place. That number had stood at
$60m as late as April, just prior to the
deterioration of talks.

The worsening situation also looks to have
been impacting the supply of shares which
lenders are willing to lend out, as total value
of Greek securities sitting in lending programs
has fallen by over 40% since the start of the
year to $880m. This has outpaced the decline
in the country’s equity market, so the drop in
lendable shares can be attributed to the fact
that lenders are either selling their Greek
holdings or removing Greek shares from

lending programs.
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Despite the fall in the quantity of Greek
equities available to lend to short sellers, over
95% of the available pool has remained un-
lent over the recent crisis as utilisation never
breached the 5% mark. This means that the
lack of shorting activity was driven by a lack
of demand, most likely driven by market
uncertainty, rather than any supply
constraints.
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Further proof of the relative lack of shorting
activity is provided by the fact that only one
Greek share trading domestically has seen
over 1% of its shares out on loan over the last
12 months. The firm in question, Folli Follie
had 1.1% of shares out on loan on June 10™;
a number that has since fallen by 40% to
0.7%.
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As for the country’s banks, which have been
at the forefront of the recent volatility, only
Eurobank Ergasias has seen over 0.5% of
shares out on loan in the last 12 months.
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