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Most shorted ahead of earnings

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

week of the third quarter results season.

— Jetblue is the most US shorted company ahead of earnings
— Energy services firms are the target of heavy short interest in Europe
— Hong Kong firms dominate the most heavily shorted firms announcing earnings in Asia

North America

While last week’s market turmoil saw
earnings take second place in the headlines,
the third quarter earnings season continues in
earnest next week. Of the 200 firms
announcing results across the region next
week, 15 see heavy shorting activity with
more than 15% of shares out on loan.

% Shares 1 Month
Earnings OQutstanding %

Name Industry Ticker Date On Loan Change
Jetblue Airways Corp Transportation JBLU 10/23/2014 30.5 5%
World Acceptance Corp Diversified Financials WRLD 10/22/2014 271 6%
Hercules Offshore Inc Energy HERO 10/24/2014 23.7 4%
Irobat Corp Consumer Durables & Apparel IRBT 10/21/2014 22.9 6%
Jakks Pacific Inc Consumer Durables & Apparel JAKK 10/23/2014 21.6 4%
Wesco Intemational Inc Capital Goods wcc 10/23/2014 20.9 8%
Janus Capital Group Inc Diversified Financials JNS 10/23/2014 20.3 7%
Lumber Liquidators Holdings Inc__ Retailing LL 10/22/2014 20.0 23%
Theravance Inc Pharmaceuticals, Biotechnology & Life THRX 10/24/2014 174 5%
Verisign Inc Software & Senices VRSN 10/23/2014 17.0 -3%
Altisource Portfolio Solutions Sa_ Real Estate ASPS 10/23/2014 16.9 14%
Hawaiian Holdings Inc Transportation HA 10/21/2014 16.3 1%
Diamond Offshore Drilling Inc Energy DO 10/23/2014 15.3 12%

The most shorted company worldwide
announcing results next week is budget
carrier Jetblue Airways, which had just over
30% of its shares out on loan ahead of
Thursday’s earnings announcement. Demand
to borrow shares in this company looks to be
partly driven by its large stock of convertible
debt which is susceptible to make a large part
of the short base arbitrage driven rather than
directional. This looks to be reinforced by the
fact that the recent market stumble appears
to have benefited US airlines as the cost of oll
now hovers at five year lows; this has seen
airlines shares outperform the market in
recent days.
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One set of firms lamenting the recent collapse
in the price of oil are offshore drilling
companies, which stand to see the demand
for their relatively high production methods
come out of favour as oil exploration firms
lose the incentive to invest in new capacity.
This trend sees two oil drilling rig operators
make this week’s most shorted firms ahead of
earnings. More shorted of the two is Hercules
Offshore which has 23.7% of shares out on
loan, followed by Diamond Offshore with
15.3%. Both firms have seen shorts add to
their positions in the last four weeks in the
wake of large price tumbles.

Hercules Offshore Inc
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The largest increase in shorting activity ahead
of earning was seen in Lumber Liquidators,
which has seen demand to borrow shoot up
to 20% of shares outstanding in the last few
weeks. Last time around the company
announced worse than expected guidance
which saw shares fall by over 25%.
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Another firm which has seen shorts hold
steady in the last few weeks is Janus Capital
which has seen shorts jump by 7% in the last
month to take it near the highs seen prior to it
announcing that Bill Gross was joining the
firm. While shorts had covered in the days
immediately following the announcement,
which sent its shares up sharply, they have
returned to their pre-Gross highs in the last
month.

Janus Capital Group Inc
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Europe also sees strong earnings activity
next week with eight firms announcing results
with over 3% of their shares out on loan.

% Shares 1 Month
Earnings Qutstanding %
Name Industry Ticker Date On Loan Change

Tgs Nopec Geophysical Company Energy TGS 10/23/2014 22.4 22%
Norwegian Air Shuttle Asa Transportation NAS 10/23/2014 18.7 1%
Eniro Ab Media ENRO  10/24/2014 13.8 13%
Petroleum Geo Senvices Asa Energy PGS 10/23/2014 141 117%
Asos Plc Retailing ASC 10/21/2014 11.6 43%
Logitech International Sa Technology Hardware & Equipment  LOGN 10/23/2014 10.2 1%
Kungsleden Ab Real Estate KLED 10/24/2014 9.9 23%
Kone Oyj Capital Goods KNEBV  10/21/2014 10.0 8%
Neste Oil Oyj Energy NESTV  10/23/2014 8.9 -11%
Cargotec Oyj Capital Goods CGCBY_ 10/23/2014 9.0 49%
Piaggio & C Spa Automobiles & Components PIA 10/23/2014 8.7 1%
Marine Harvest Asa Food Beverage & Tobacco MHG 10/22/2014 71 -14%
Schindler P Par Capital Goods SCHP 10/21/2014 6.6 8%
Atlas Copco Ab Capital Goods ATCO A 10/20/2014 6.6 -11%
Konecranes Abp Capital Goods KCR1V  10/22/2014 6.6 8%

The oil price collapse looks to be driving
European short sellers as well, with two firms
that provide geological consulting to oil
drillers coming in among the most shorted
firms. This includes TGS Nopec which has
22.4% of shares out on loan making it the
most shorted company announcing results in
Europe this week. TGS’'s competitor,
Petroleum Geo Services also makes the most

shorted list after seeing its short interest
double in the last month to 14.1% of shares
outstanding.

Tgs Nopec Geophysical Company Asa
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Capital foods firms make up the largest sector
within the most shorted firms in the region as
guestions linger about the state of growth in
Europe and abroad. The firms that short
sellers expect to face headwinds by the
recent developments are Finnish crane and
heavy equipment firms Kone, Cargotec, and
Konecranes, along with  Shindler in
Switzerland and Swedish firm Atlas Copco.

The one UK firm to make the most shorted list
iIs web fashion retailer Asos, which has seen
shorts redouble in the wake of poor earnings
and a warehouse fire which has hurt
operations. These events have driven the
firm’s sales to the lowest level in over two
years while short interest surged to a new all-
time high.

Asos Plc
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Asia

In Asia, Hong Kong-based firms continue to
make up the largest group of shares seeing
heavy demand to borrow in the early stages
of this earnings season, with six of the 15
companies with more than 3% of shares out
on loan ahead of results.

% Shares 1 Month
Earnings Qutstanding %

Name Industry Ticker Date On Loan Change
Anhui Conch Cement Co Ltd Materials 914 10/20/2014 23.5 -14%
China Coal Energy Co Ltd Energy 1898 10/23/2014 15.5 8%
Yanzhou Coal Mining Co Ltd Energy 1171 10/24/2014 11.9 9%
Huaneng Power International Inc__ Utilities 902 10/21/2014 8.5 60%
Tpk Holding Co Ltd Technology Hardware & Equipment 3673 10/23/2014 (&) 17%
Great Wall Motor Co Ltd Automobiles & Components 2333 10/23/2014 6.5 1%
Yaskawa Electric Corp Technology Hardware & Equipment 6506 10/20/2014 6.5 -24%
Zijin Mining Group Co Ltd Materials 2899 10/24/2014 6.2 6%
Gs Engineering & Construction Co Capital Goods 006360  10/23/2014 6.1 1%
Nidec Corp Capital Goods 6594 10/22/2014 4.3 -15%
Valuecommerce Co Ltd Media 2491 10/24/2014 43 1%
Radiant Opto-Electronics Corp  Semiconductors & Semiconductor Equ 6176 10/24/2014 4.4 10%
Hotel Shilla Co Ltd Consumer Senvices 008770 10/24/2014 4.1 339%
Ezra Holdings Ltd Energy EDN 10/24/2014 39 %
Samsung Fine Chemicals Co Ltd Materials 004000  10/24/2014 34 -3%

This is led by Anhui Conch Cement which has
23.5% of shares out on loan ahead of results.
The firm has proved a tough short since the
start of the year, but China’s weakening
growth rate looks to have proven short sellers
right in the end as its shares have recently fell
to new yearly lows.

Anhui Conch CementCo Ltd
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Two other Hong Kong perennial shorts round
out the three most shorted Asian firms ahead
of results as China Coal Energy and Yanzhou
Coal both see 15.5 and 11.9% of shares out
on loan respectively.

Outside of Hong Kong, Taiwanese firm Tpk
Holding sees just under 8% of its shares out
on loan, a number that has grown by 17% in
the last couple of weeks in the wake of
Samsung’s disappointing smartphone sales.

Tpk Holding Co Ltd
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