markit

4th floor tel +44 20 7260 2000
Ropemaker Place fax +44 20 7260 2001
25 Ropemaker Street www.markit.com
London

EC2Y OLY

United Kingdom

Markit Equities Research
September 12" 2014

Most shorted ahead of earnings

We review how short sellers are reacting to companies due to announce earnings in the week to

come.

— Factset is the most shorted North American company reporting results next week
— UK tech companies account for three of the most shorted European companies
— Mining firms make up three of the five most shorted companies in Asia

North America

The second quarter earnings has passed its
peak, with only 152 companies announcing
results across North America. Of these, there
are 11 companies announcing earnings with
more than 3% of their shares out on loan.

% Shares 1 Month
Earnings Qutstanding %

Name Industry Ticker Date On Loan Change
Factset Research Systems Inc  Software FDS 9/16/2014 1.1 6%
Lennar Corp Household Durables LEN 9M17/2014 9.9 0%
Student Transportation Inc Road & Rail STB 9/16/2014 7.8 8%
United Natural Foods Inc Food & Staples Retailing UNFI 9/M17/2014 7.0 9%
Scholastic Corp Media SCHL 919/2014 6.3 5%
Cracker Barrel Old Country Store | Hotels, Restaurants & Leisure CBRL 9/17/2014 5.5 7%
Clarcor Inc Machinery CLC 9/M17/2014 5.2 18%
Pier 1 Imports Inc Specialty Retail PIR 9/17/2014 4.6 8%
Apogee Enterprises Inc Building Products APOG 9M16/2014 4.0 16%
Cintas Corp Commercial Senvices & Supplies CTAS 9/19/2014 37 5%
Education Management Corp Diversified Consumer Senices EDMC 9/19/2014 33 12%

Financial information company Factset
Research is the most shorted company with
11% of its shares out on loan. The company
has seen heavy short interest over the last
couple of years, though shorts have covered
of late as the firm posted a streak of better
than expected quarterly results. In fact, the
proportion of Factset shares out on loan has
fallen to its lowest level in over 18 months
ahead of this results announcement.
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Another firm seeing short covering in the run-
up to results is homebuilder Lennar Corp,
which has seen short interest dip to 10% of
shares outstanding from 12% at the start of
the year. This follows another strong run of
better than expected results.

While the two most shorted companies have
seen shorts cover in the run-up to results
announcements, the same can’t be said for
air filtration firm Clarcor which has seen
shorts increase positions by 18% in the
month leading up to earnings. This demand to
borrow the stock could be tied to heavy short
interest in industrial machinery firms
Caterpillar and Deere, which have both seen
stock on loan surge after forecasting weaker
than expected guidance.
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Another sector seeing surging demand to
borrow is the health food sector with industry
leader Whole Foods seeing shorts circle in
the face of competitive headwinds. On this
theme, short sellers have targeted United
Natural Foods which sees 7% of its shares
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out on loan - the highest level in over three
years.

United Natural Feeds Inc

———1% Shares Ouistanding on Loan —— Frice.

Source: Markit

Europe

Europe sees light earnings activity with only
four firms seeing 3% or more of their shares
out on loan ahead of results.

% Shares 1 Month
Earnings Qutstanding %

Name Industry Ticker Date On Loan Change
Manitise Plc Software MONI 9M15/2014 14.3 4%
Ige Plc Semiconductors & Semiconductoer EqulQE 9/16/2014 8.3 -3%
Avanti Communications Group Plc Diversified Telecommunication Services AVN 9/M15/2014 74 7%
Orpea Sa Health Care Providers & Senices ORP 9M17/2014 3.7 8%

UK technology firms make up the three most
shorted companies in the region led by
mobile banking firm Monitise which has
14.3% of its shares out on loan.

The company, which is yet to turn an
operating profit in over six years, has seen
short interest surge in the wake of its last
earnings announcement when it cut full year
revenue forecasts. With the shares tumbling
by 30% in the last three months, short interest
in the company has risen to an all-time high.
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The other two firms seeing heavy demand to
borrow are Ige and Avanti Communications
which have 8.3% and 7.4% of their shares out
on loan respectively.

The only non UK firm making this week’s
heavily shorted list is French care home
company Orpea which has 3.7% of its shares
out on loan. This could be driven by the fact
that it has three convertible bond issues
outstanding and borrowing demand may not
be driven by directional short selling.

Asia

Asia also sees relatively low earnings activity
with five firms seeing more than 3% of shares
out on loan ahead of earnings.

% Shares 1 Month
Earnings Outstanding %

Name Industry Ticker Date On Loan Change
Lynas Corp Ltd Metals & Mining LYC 9/16/2014 8.1 1%
Karoon Gas Australia Ltd Qil, Gas & Consumable Fuels KAR 9/15/2014 6.4 54%
China Lumena New Materials Corg Chemicals 67 9/16/2014 5.3 1%
Regis Resources Ltd Metals & Mining RRL 9/17/2014 5.3 -5%
Liongold Corp Ltd Metals & Mining ATS 91712014 4.7 0%

Mining firms make up three of the most
shorted companies announcing results in the
region next week.

Lynas is the most shorted with the rare earth
mining firm seeing 8% of its shares out on
loan. The continuing headwinds have seen
Lynas shares tumble by over 90% from their
highs in 2011 as fears about China’s
dominance in the rare earth’s space tumbled.
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The other two firms seeing heavy demand to
borrow in the mining space are gold miners
Regis and Liongold, both of whom have seen
their shares tumble in the wake of the rout in

gold prices last year.
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