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High seas short sellers prefer energy shipping

Short selling activity in global shipping firms stands at a multi-year high as the industry reels from
oversupply, which has depressed charter rates and sent several firms heading to cover from

creditors.

— Global shipping firms see most short interest in over two years
— Energy shippers 50% more shorted on average than their non-energy peers
— Japanese shipper Kawasaki Kisen Kaisha Ltd is the most shorted non energy stick

The shipping industry’s ongoing slump
claimed its largest scalp three weeks ago as
South Korean container ship operator Hanjin
Shipping, the ninth largest container operator,
declared bankruptcy. This follows a stream of
bankruptcies amongst dry bulk and oil
shippers since the start of the year, as all
corners of the industry reel from slowing
global trade and a chronic oversupply of ships
ordered under rosier market circumstances.
Short sellers, which have never shied away
from marine shipping, have continued their
activity within the sector with the average
short interest across the 85 shipping firms
holding a market cap that now stands at the
highest level in over two years, according to
Markit Securities Finance.
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The current average demand to borrow
shares in shipping firms now stands at 4.12%
of free float; over 20% higher than at the start
of the year. This bearish sentiment has paid
off so far, as the 85 publically listed marine
shipping firms have fallen by 15% on average
since the start of the year. However,  this
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continued appetite to sell short indicated that
these sellers are preparing for a further patch
of rough weather ahead.

Global Shipping Short Interest (by sector)
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While the average short interest in marine
shipping firms has stayed relatively flat in the
last few months, we've noticed that short
sellers have been rotating out of non-energy
related shippers into the energy space.
Demand to short energy-related shipping
firms, which includes tanker and LNG owners
and operators, now stands at over 6% of free
float on average for the first time since the
current downturn in energy prices. The
demand for floating storage had isolated
energy shippers from the worst of the
shipping downturn, but spot charter rates are
now tracking materially lower than last year
due to an influx of new supply and a shift in
global routes.
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http://www.marketwatch.com/story/troubled-hanjin-shipping-files-for-bankruptcy-in-us-2016-09-04
http://www.reuters.com/article/bulk-invest-bankruptcy-idUSL8N16B3WN
http://www.markit.com/product/pricing-data-securities-finance
http://teekay.com/investors/teekay-tankers-ltd/market-insights/
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% of Free Ytd %
Name Ticker Sector Float Shorted Change
Ship Finance International Ltd SFL  Energy 20.8 97%
MNordic American Tanker Ltd MNAT  Energy 19.3 19%
Kawasaki Kisen Kaisha Ltd 9107 Mon-Energy 18.0 178%
Gaslog Ltd GLOG Energy 17.2 -22%
Darian Lpg Ltd LPG  Energy 16.4 128%
Dht Holdings Inc DHT  Energy 15.8 671%
Scorpio Tankers Inc STNG Energy 13.4 21T%
Kirby Corp KEX  Mon-Energy 12.4 918%
Teekay Corp TK Energy 12.0 132%
Hanjin Shipping Co Ltd 117930 Non-Energy 11.2 187%
Ardmore Shipping Corp ASC  Energy 11.0 3153%
China Cosco Holdings Co Ltd 1919 Non-Energy 9.2 A%
Mitsui Osk Lines Ltd 9104  Mon-Energy 9.1 -36%
Frontline Ltd FRO  Energy 9.1 975%
Dampskibsselskabet Norden A/S ~ DNORL Non-Energy 7.9 17%
Bw Lpg Ltd BWLP( Energy 7.9 54%
Scorpio Bulkers Inc SALT Mon-Energy 53 -24%
China Shipping Container Lines Co L2866  Non-Energy 6.1 6%
Korea Line Corp 005880 Mon-Energy 54 127%
Seaspan Corp SSW  Mon-Energy 51 42%

Operators favored by short sellers include
Ship Finance International, Dorian and DHT
Holdings- all of which have seen short
interest more than double YTD ; passing the
15% of free float mark.

Despite the recent Hanjin Bankruptcy, short
sellers are largely avoiding the non-energy
related part of the shipping sector as their
current average short interest stands at the
same level seen in January. These diverging
paths mean that the gap between the
average short interest seen on both sides of
the market is at its widest in over two years.

As ever, there are exceptions to the rule as
Japanese shipper Kawasaki Kisen Kaisha
has seen its short interest nearly triple since
the start of the year. This makes it the most
shorted non-energy focused shipping firm
with 18% of its free float out on loan.

Kawasaki Kisen Kaisha Ltd

25 310

——% of Free Float Shorted ——Price

0
09/2015 11/12015 01/2016 03/2016 05/2016 07/2016 09/2016

Source: Markit

Short sellers have been equally voracious in
targeting US barge operator Kirby Corp
whose short interest has jumped by over
900% ytd to over 12.4% of its freely traded
shares.
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