///\\\QQ IHS Markit

Most shorted ahead of earnings

Monday, April 3™ 2017

We reveal how short sellers are positioning themselves in

companies announcing earnings in the coming week

e Retailers make up majority of heavily shorted stocks announcing earnings

e Greenbrier is the most shorted non retail stock in North America

e Wirecard sees heavy short interest leading up to earnings

North America

% Shares 1 Month
Earnings Outstanding %

Name Industry Ticker Date On Loan  Change

Fred'S Inc Multiline Retail FRED 4/6/2017 29.8 1%
Greenbrier Companies Inc Machinery GBX 4/5/2017 19.3 7%
Conn'S Inc Specialty Retail COMNN 47472017 13.6 22%
Acuity Brands Inc Electrical Equipment AY1 47472017 10.3 -17%
Citizens Inc Insurance CIA 4/6/2017 10.1 14%
Global Eagle Entertainment Inc Media ENT 47612017 9.8 22%
Hudson'S Bay Co Multiline Retail HBC 4402017 9.7 -21%
Cogeco Communications Inc Media CCA 47612017 9.5 -2%
Carmax Inc Specialty Retail KX 4/6/2017 9.0 0%
Bed Bath & Beyond Inc Specialty Retail BBBY 4/5/2017 8.4 -11%
Wd-40 Co Household Products WOFC 4/6/2017 8.0 3%
Ruby Tuesday Inc Hotels, Restaurants & Leisure RT 4/6/2017 5.4 197%
Vince Holding Corp Textiles, Apparel & Luxury Goods VHNCE 4/6/2017 5.3 -19%

The relatively subdued earnings activity in coming week hasn’t precluded short
sellers from playing their favorite trade of the year so far as retailers and other
consumer-focused stocks make up over half of the 13 companies seeing heavy short

interest.

Pharmacy operator Fred’s is by far the most shorted firm announcing earnings this
week as it has just under 30% of its shares out on loan to short sellers. Recent
movements in Fred’s shares have been driven by its ongoing efforts to purchase
over 800 stores that Walgreens is looking to divest as part of its merger with Rite

Aid. Shareholders were initially bullish on the deal’s prospects as Fred shares nearly
doubled in the days immediately following its announcement. This euphoria has since
worn off somewhat as over half of the post deal surge has worn off. Short sellers
believe that the slide in Fred’s shares could run further as that as demand to borrow
Fred’s shares is now represents an all-time high for the firm.
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White goods retailer Conn’s is another firm which has seen a resurgent short base in
recent weeks as demand to borrow its shares has more than doubled in the last
three months to the current 14% of shares outstanding.

Shorting among retailers hasn't all been one direction however as Hudson’s Bay,
who operates Saks Fifth Avenue, and Bed Bath & Beyond have both seen short
sellers cover over 10% of their positions in the month leading up to earnings.

Looking beyond retail stocks, we see strong demand to borrow shares in railroad car
manufacturer Greenbrier which is the second most borrowed stock announcing
earnings this week. A large part of this borrow is likely to be driven by arbitrageurs
looking to hedge their exposure to the company’s outstanding convertible bonds
which make up a significant portion of Greenbrier’s capital structure.

Europe

European short sellers also have a relatively subdued week ahead of them when it
comes to earning activity as only two firms with any meaningful short interest are
due to release results.

The most significant of this week’s short targets is German payment processor
Wirecard which has 17% of its shares out on loan. Wirecard was the target of an
activist short campaign last year which alleged the firm of fraud and bad
bookkeeping. The firm has strongly denied these accusations and the market seems
to be siding with management as evidenced by the fact that Wirecard shares are
now trading at an all-time high. The continuing strong demand to borrow Wirecard
shares indicates that not all sceptics have been placated although the firm has seen
some covering in recent days which could indicate that this scepticism is starting to
wear off.
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The other firm seeing significant demand to borrow in Europe is Austrian real estate
developer Immofinanz which has 7% of its shares out on loan.
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The intellectual property rights to this report provided herein is owned by Markit
Group limited. Any unauthorised use, including but not limited to copying,
distributing, transmitting or otherwise of any data appearing is not permitted without
Markit's prior consent. Markit shall not have any liability, duty or obligation for or
relating to the content or information (“data”) contained herein, any errors,
inaccuracies, omission or delays in the data, or for any actions taken in reliance
thereon. In no event shall Markit be liable for any special, incidental, consequential
damages, arising out of the use of the data. Markit is a trademark owned by the
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This report does not constitute nor shall it be construed as an offer by Markit to buy
or sell any particular security, financial instrument or financial service. The analysis
provided in this report is of a general and impersonal nature. This report shall not be
construed as providing investment advice that is adapted to or appropriate for any
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