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Most shorted ahead of earnings 

Friday, March 3rd 2017 

We reveal how short sellers are positioning themselves in 
companies announcing earnings in the coming week 

 Lgi Homes is the most shorted company announcing earnings next week 

 UK firms make up over half of the heavily shorted European firms 

 Gumi sees short sellers cover after its shares nearly double 

 

North America 

 

The highest conviction short play announcing earnings next week is US homebuilder 

LGI Homes which has just over 31% of its shares out on loan. While the company 

relies on convertible bonds as part of its capital structure, which could be driving 

demand to borrow its shares higher, the current short interest is much higher than 

what would be expected from investors delta hedging their corporate bond exposure. 

This indicates that a portion of the short base is directionally driven. 

Retailers also feature heavily among next week’s list of heavily shorted stocks with 

specialty bricks and mortar and stores which are coming off a tough holiday 

shopping period which has seen many of their peers post disappointing results. 

This week’s favorite retail short is sportswear retailer Hibbett Sports which has 23% 

of its shares out on loan to short sellers. Hibbett enjoyed a revival in its share price 

last year after several of its competitors went bankrupt. Short sellers never really 
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believed in the rally as Hibbett’s short interest continued to climb while its shares 

rallied. This skepticism has since been vindicated as the company’s shares have 

gone on to lose over a quarter of their value from the recent highs registered in 

December. This retreat in Hibbett’s share price has picked up pace in recent weeks 

since the firm’s management released some downbeat preliminary earnings. 

 

The other high conviction retail shorts announcing earnings next week are Buckle, 

Zumiez and Ascena Retail which all have at least 15% of their shares on loan. 

Another firm to watch out for is Neophotonics which has seen its short interest surge 

by a quarter in the last month to an all-time high 14% of its shares outstanding. 

 

Europe 

 

UK firms make up over half of the next week’s most heavily shorted companies 

announcing earnings. 
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Premier Oil leads the pack as it has over 23% of its shares out on loan. Ironically the 

high demand to borrow Premier shares may be a positive sign for the company as 

the large increase seen in the last few weeks coincided with news that the company 

is looking to restructure its debt. The subsequent 69% increase in Premier’s short 

interest could actually indicate that investors are hedging themselves ahead of a 

debt for equity swap. 

 

The other high conviction short play announcing earnings this week is supermarket 

firm WM Morrison which has just under 14% of its shares shorted. While still high, 

the demand to borrow Morrison shares has fallen drastically in recent weeks after 

the firm posted better than expected results. 

Supermarket short sellers aren’t limited to the British isle as French supermarket 

firms Carrefour and Casino have 7.3 and 5.8% of their shares out on loan 

respectively.  

Asia 
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Japanese software firms have been the high conviction play in Asia and this week is 

no exception as Morpho and Gumi top the list of heavily shorted firms announcing 

earnings in the region. The latter of the two has seen a sharp decrease in short 

interest after its shares nearly doubled over the last three months. 

 

Australian small caps, which were a key focus among the firms announcing earnings 

last week, also feature on this week’s list of high conviction short as gold miner Gold 

Road Resources has over 6% of its shares out on loan. 
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Disclaimer 

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 

Markit group. 

 

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 

particular investment strategy or portfolio. This report does not and shall not be 

construed as providing any recommendations as to whether it is appropriate for any 

person or entity to “buy”, “sell” or “hold” a particular investment. 


