
 

 

 
Prime property shorts in China 
 
Burnt by falling equities, Chinese investors’ increased appetite for prime urban real estate has 
pushed prices even higher in 2016. However a recent spike in short interest adds to growing 
sentiment that sector is cooling. 
 

 Average short interest in Chinese property developers spike by a quarter from May lows  
 Shenzhen and Guangzhou developers see material jumps in short interest in past week 

 Even after significant covering year to date, largest firms lead short interest rankings 

   
Big city life 
As the MSCI snubs Chinese A-shares for the 
second year in a row, Hong Kong listed 
Chinese property stocks, which proved too 
hot for short sellers in early 2016, have 
seen a jump in shorting activity as insatiable 
investor demand drives prime urban real 
estate prices higher. 
 
Property speculation has also been bolstered 
by an increase in peer-to-peer lending, a 
major source of shadow financing. After being 
burnt by the stock market collapse in 2015, 
retail investors have found a new fondness 
for bricks and mortar and have a clear 
preference for urban centres where price 
growth has outstripped smaller locations.  
 

 
 
While stock prices of some key developers 
have moderated so far this year, with shorts 
covering, property prices have continued to 

rise. Recently however average short interest 
(measured by the percent of free float shares 
on loan) across Chinese real estate 
companies has surged by over a quarter.    
 
Linking Hong Kong to the mainland, the tech 
oriented city of Shenzen has posted some 
impressive property price gains in recent 
years, but analysts have started to call for a 
correction as the government steps in to cool 
the sector through the introduction of home 
buying restrictions.  
 

 
 
Highlighting these fears of a correction, in 
recent days there has been an aggressive 
spike in short interest in Shenzhen 
Investment and Kwg Property. Shenzhen 
Investment is a state owned property 
company, focused on top-tier developments. 
Short interest in the firm surged to 8.8%, from 
just under 0.5% only in the past week. Short 
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interest has however fallen back down to 
5.9%, but remains elevated.   
 
Kwg Property is a major developer in 
Guangzhou, a port city northwest of Hong 
Kong.  Short interest surged from negligible 
levels to 10.3%, also falling subsequently to 
8.1% currently as shares have slid 13%.  
 

 
 
There has also been a spike in the second 
largest property stock, China Vanke. Short 
interest has increased almost two fold in the 
past week, rising to 5.1%.   
 

 
 
This is the first time short sellers have bulked 
up positions in the company since the start of 
the year, when almost one fifth of the firm’s 
shares were sold short. 

  
 
The largest short by value and percentage of 
free float out on loan is Evergrande with 
almost a fifth of shares outstanding on loan 
representing $354m.   
 

 
 
Soho China’s CEO stated in 2015 that she 
was concerned about foreign property 
valuations, and it looks as if short sellers have 
the same concerns about the local Chinese 
market. Short interest at the firm has climbed 
back towards 52 week highs of 2.4%; making 
the firm among top ten most shorted Chinese 
property companies.   
 

 

http://blogs.wsj.com/chinarealtime/2015/09/22/soho-china-ceo-i-wouldnt-buy-overseas-real-estate-today/
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To receive more information on Securities 
Finance, Research Signals, Exchange 
Traded Products, Dividend Forecasting or 
our Short Squeeze model please contact us 
 
To read this article on our commentary 
website please click here. 
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