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Most shorted ahead of earnings 

Friday, January 20th 2017 

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

 Computer Programs and Systems is most shorted worldwide with 26% of its 

shares lent ahead of earnings 

 Kone sees short sellers cover as earnings expectations brighten 

 Japan Aviation Electronics Industry is most shorted Asian firm announcing 

earnings 

 

North America 

 

Computer Programs and Systems (CPSI), which offers IT solutions to rural hospitals 

and healthcare providers, is the most shorted company announcing earnings this 

week. Short sellers have a good track record in CPSI as over 15% of its shares were 

out on loan in March of last year, just before the company announced disappointing 

earnings which started a sustained price decline. While short sellers did close out 

their positions before CPSI’s disastrous Q2 earnings which set off a 30% slide in its 

shares price, they are as committed to profit from any disappointment at present.  
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The current 25.5% of CPSI shares outstanding on loan which have been borrowed by 

short sellers represents an all-time high for the firm. 

Energy continues to play a key role in many short portfolios despite the recent 

stability in energy prices and this week sees five energy firms feature among the 20 

most shorted firms announcing earnings this week. 

The five are led by contract driller Helmerich and Payne (HP) which has over 15% of 

its shares out on loan to short sellers. HP shares have more than doubled from the 

lows set in the opening weeks of last year, but the firm is still set to post losses for 

each of this year’s four quarters. Short sellers were initially willing to ride HP’s 

rebound however the post-Trump rally, which has accelerated this rebound, has 

prompted some large scale covering as the current portion of HP shares out on loan 

has fallen by over a third from the recent highs last October. 

Energy short sellers are also still active in the sector’s service providers as Core 

Laboratories and Carbo Ceramics both make the list of heavily shorted companies 

ahead of earnings. 

Another name popping up among the heavily shorted stocks is Banc of California. 

The firm was the target of an activist short report in October of last year which 

alleged the firm had ties to a convicted fraudster. The bank’s shares have recovered 

most of the ground lost in the wake of this announcement but short sellers are 

showing no sign of easing as demand to borrow its shares has more than doubled 

since the allegations first came to light. 

https://www.bloomberg.com/news/articles/2016-10-18/banc-of-california-drops-as-short-seller-alleges-ties-to-con-man
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Europe 

 

Elevator firm Kone, the largest short target announcing earnings this week, has 

7.2% of its shares on loan to short sellers. The firm found itself a short target last 

year from investors looking to play a slowing Asia where Kone generated over 40% 

of its revenue. Recent rebounding growth has taken the urge to short Kone right 

down as demand to borrow its shares has fallen by 40% in from the highs in 

February last year. 
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Recent IPO Philips Lighting also makes the list of heavily shorted stocks as it has 

under 5% of its shares on loan. Short sellers largely steered clear of the firm in 

months immediately following its spinoff from Philips last year, but its disappointing 

Q3 earnings, which saw the firm miss its revenue target by 4%, has spurred on 

sceptics as bearish positions in the lighting firm have nearly doubled in the 

subsequent three months. 

Asia 

 

Japanese electronics manufacturer Japan Aviation Electronics Industry is the top 

short target in Asia as it has just under 10% of its shares outstanding on loan. Short 

sellers have nearly doubled their borrow in the firm’s shares since it last posted 

results in November. 
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The largest non-Japanese short target is Gs Engineering which has 7.3% of its 

shares out on loan although this borrow is not likely to be driven by negative 

sentiment in the firm’s share price as GS Engineering has a large convertible bond 

outstanding. 
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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. 


