
 

 

Short sellers return to UK property 
 
UK homebuilders have seen their first bear raid in nearly five years as luxury London property 
prices stall. 
  

 Berkeley has over 5% of its shares shorted, first UK homebuilder to hit this level since 2010 

 Negative sentiment isolated to Berkeley, unlike previous periods of bearish sentiment 

 Markit/CIPS UK Construction PMI saw housing activity soften to two year lows 
 

The appetite for prime London property, 
which was so strong in the last five years that 
flats in areas such as Chelsea and 
Knightsbridge were likened to a reserve 
currency, has started to wane in recent 
months. In response, investors have begun to 
pile on bearish bets in Berkeley Group, 
whose fortunes are largely tied to the London 
market.  
 
Berkeley Group, whose developments are 
nearly exclusively located within London and 
its commuter belt, has seen short sellers 
borrow as much as 6% of its shares in recent 
weeks. Short interest in Berkeley has since 
settled slightly to hit 5.2% of shares 
outstanding, but the pace of the reversal is 
rather stunning given that the current short 
interest is five times that seen at the start of 
the year.  
 

 
 
This bear raid, which comes at the heels of a 
20% retreat in Berkeley’s shares, represents 
the first time in over five years that short 
sellers took a position of more than 5% of 

shares outstanding in a UK listed 
homebuilder. 
 
Rest of the sector immune 
The rest of the UK homebuilder sector, which 
includes such names as Persimmon and 
Barratt, appears to be relatively immune to 
the recent bear raid as only one firm, Redrow, 
sees more than 2% of its shares out on loan. 
In fact the average short positions in across 
Berkeley’s 14 UK listed homebuilder peers 
stands at 0.6% of shares outstanding, less 
than third of the average shorting activity 
seen in constituents of the  FTSE 350 index. 
 
Short sellers were much less discriminating 
the last time a UK listed homebuilder had 
more than 5% of its shares out on loan back 
in 2010. At that point, the average short 
interest across the rest of the sector stood a 
1.5%; nearly three times the level seen 
currently in the sector.   

 
Sector activity slows down 

Despite the fact that the recent bearish 
sentiment towards the UK home building 
sector has been isolated to one London-
centric developer, indications are that the 
overall sector is slowing. The February 
Markit/CIPS UK Construction PMI Housing 
Activity Index showed that the sector 
registered the slowest rate of growth in nearly 
three years. 
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http://www.ft.com/cms/s/0/7e04dd48-7c7d-11e3-b514-00144feabdc0.html#axzz42rzouvJX
http://www.bloomberg.com/news/articles/2016-02-29/luxury-home-prices-in-central-london-fall-most-since-june-2009
https://www.markiteconomics.com/Survey/PressRelease.mvc/ed1cd7674da74c5e9696e395ea0a48f0
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