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Most shorted ahead of earnings
Monday, September 25" 2017

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

e Walgreens-Rite Aid saga continues to drive short sellers

e Carillion still heavily shorted despite the recent implosion of its share price

¢ Asian short sellers circle round apparel retailer Right On as its results slip
North America

% Shares 1 Month
Outstanding %

Name Industry Ticker ReportDay OnlLoan Change
Dhx Media Ltd Media DHX.B  Thursday 15.6 -2%
Ascena Retail Group Inc Specialty Retail ASNA  Monday 14.2 -17%
Actuant Corp Machinery ATU Wednesday 14.0 5%
Kb Home Household Durables KBH Thursday 9.4 -20%
Factset Research Systems Inc Capital Markets FDS Tuesday 7.6 -3%
Rite Aid Corp Food & Staples Retailing RAD Thursday [A 46%
Mccormick & Company Inc Food Products MKC Thursday 6.0 34%
Pier 1 Imports Inc Specialty Retail PIR Wednesday 5.8 14%
Darden Restaurants Inc Hotels, Restaurants & Leisure DRI Tuesday 4.8 30%
Landec Corp Food Products LNDC  Tuesday 4.5 -5%
Blackberry Ltd Technology Hardware, Storage & Perip BB Thursday 4.0 5%

The most shorted company announcing next week is Canadian film and TV
production firm DHX Media, which has more than 15% of its shares out on loan.
Short sellers have steadily built their positions in the company over the last year and
a half to the current all-time high.
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Dhx Media Ltd
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This increase in bearish sentiment looks to be spurred on by the company’s inability
to live up to analyst expectations. Its profit margins failed to match the consensus
forecast for the last five quarters. Although DHX shares rallied over the last few
weeks, the high short interest indicates not every investor is buying into this rally.

Short sellers continue to pick over the carcass of the Walgreens -Rite Aid tie-up
which came to light in October of 2015. The initial deal would have enabled
Walgreens to acquire Rite Aid for $9.4bn, but it came undone after the firms failed to
jump over regulatory hurdles.

Both Walgreens and Rite Aid have since settled on a much less aggressive
compromise deal that will see Walgreens pay $4.4bn for roughly 1,900 Rite Aid
locations. Short sellers have little faith in Rite Aid as a standalone company - the
demand to borrow shares of the company has jumped by more than 40% in the last
month.

Blackberry narrowly makes this week’s list of top short targets with more than 4% of
its shares out on loan. While relatively high, the current demand to borrow marks a
steep improvement in investor sentiment over the last 12 months.

Most of this covering occurred in the days following Blackberry’s second quarter
earnings update. The market views this as a major step forward in its efforts to pivot
to the software space.

Europe




% Shares 1 Month
Qutstanding %

Name Industry Ticker ReportDay OnLoan Change
Carillion Plc Construction & Engineering CLLM Friday 28.6 -10%
Aryzta Ag Food Products ARYN  Monday 12.6 -2%
Trevi Finanziaria Industriale Spa  Construction & Engineering TFI Friday 9.1 9%
H & M Hennes & Mauritz Ab Specialty Retail HMB  Thursday i1 -9%
Rocket Internet Se Internet Software & Semnices RKET  Thursday 6.3 4%
Circassia Pharmaceuticals Ple  Biotechnology CIR Wednesday 6.1 -6%
Mediaset Spa Media MS Tuesday 5.0 18%
Genfit Sa Life Sciences Tools & Senvices GNFT  Monday 4.6 -30%
Orpea Sa Health Care Providers & Senices ORP Tuesday 4.1 -2%
MNeopost Sa Technology Hardware, Storage & Perip NEQ Tuesday 4.0 -27%

The top short play among European companies announcing earnings this week is UK
construction firm Carillion. It has 28% of shares out on loan on the eve of its interim
results announcement.

CarillionPlc
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Carillion has already been a cash cow for bears since the shock profits warnings led
to its CEQ’s ouster. Short sellers think this slump may have more room to run. The
demand to borrow shares is roughly the same as it was just back in July, just before
the latest implosion.

The only other firm to have more than 10% of its shares shorted prior to earnings is
Swiss-listed Irish baker Aryzta, which has 12.6% of its shares on loan. Aryzta’'s
heavy short interest comes after a string of disappointing trading updates — most
notably its latest in the second quarter of 2017 that sank its shares by a third.

Aryzta shares have rallied somewhat from the depths set in February, but the
company is still under intense scrutiny. Short sellers are driving the demand to
borrow shares to a level that is more than two thirds higher than it was at the start
of the year.

Retail remains a popular play among European investors - clothing giant H&M has
more than 7% of its shares out on loan. Short sellers have circled the firm over the




last couple of years, as the hypercompetitive retail environment took its toll on the
company’s growth credentials. H&M shares lost a third of their value from the highs
set back in early 2015.

Asia
% Shares 1 Month
Qutstanding %
Name Industry Ticker ReportDay OnlLoan Change
Right On Co Ltd Specialty Retail 7445 Tuesday 72 -3%
Dcm Holdings Co Ltd Specialty Retail 3050 Friday 5.2 -20%
Star Micronics Co Ltd Machinery 7718 Thursday 3.7 -20%

The high conviction short play among Asian companies is Jeans retailer Right On,
which has 7% of its shares on loan. Demand to borrow Right On steadily ticked up
over the last 18 months. The firm slipped into a loss, and this earnings setback has
been profitable for short sellers. Right On shares have more than halved from their
recent high back in March of last year.

Right On Co Ltd
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The other two Japanese firms who round out this week’s list of heavily shorted Asian
firms is DCM Holdings and Star Micronics. Both have seen short sellers trim a fifth of
their positions over the last month.
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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
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

"o\

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