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Japan’s Nikkei 225 index bounced 7.7% this week and subsequently fell in the next session after a
month of losses in step with an emerging market selloff led by China. Gains of 20% in 2015 have

been erased.

— Market value on loan swells by 18%, not giving credence to a market wide short squeeze
— A 10% increase seen in average short interest with top shorts at all-time highs
— Meanwhile short sellers cover positions in resilient watch maker Casio

Investors pin hopes on third arrow(s)

As in Chinese markets, investors in Japan are
facing increased volatility in equities ahead
of the Bank of Japan’s October 30" meeting.
Investors are struggling to gauge the impact
of hopeful central bank intervention measures
after the Nikkei 225’s recent bounce. Year to
date the index is up by a mere 2.5% after a
month long sell off in equities led by Asian
and emerging markets.
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Short seller’s bets increase

The sharp one day rise of the Nikkei 225 on
September 9th was perhaps driven by short
sellers covering; however Markit Securities
Finance data indicates that on average, short
interest in fact increased.

In contrast to Chinese equity markets where
short selling in mainland names is prohibitive
and short sellers make use of ETFs to gain
short exposure - in Japan, year to date, the
value of short positions across single names
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has increased by 18% to $33.45bn or
¥4031bn. The Nomura Nikkei 225 ETF sees
minimal shorting activity.
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Prior to recent selloff, the Nikkei 225 was up
20%, in line with an increase in the total value
on loan of short sellers. However, the value
on loan has continued to increase over the
last month, despite the index falling.

Nikkei 225 most shorted

53% of Nikkei 225 firms have seen short
interest rise over the last week with the total
average increasing 10% to 2.1%. Retalil, real
estate, technology hardware & equipment
sectors contributed the greatest to the recent
increase. Overall average short has trended
materially higher over the last 12 months,
rising 42% from 1.47% to 2.1%.
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Top ten most shorted

Chan

ge

Short over

Name Ticker Sector Interest Month
Nikon Corp 7731 Consumer Durables & Apparel 19.7 6%
Sharp Corp 6753  Consumer Durables & Apparel 171 -10%
Mitsumi Electric Co Ltd 6767  Technology Hardware & Equipment 16.2 4%
Casio Computer Co Ltd 6952  Consumer Durables & Apparel 145 A%
Advantest Corp 6857  Semiconductors & Semiconductor Equipment 13.7 -14%
Tokuyama Corp 4043  Materials 135 0%
Pacific Metals Co Ltd 5541  Materials 121 33%
Yaskawa Electric Corp 6506  Technology Hardware & Equipment 10.3 0%
Mitsui Osk Lines Ltd 9104  Transportation 8.4 5%
Ricoh Co Ltd 7752 Technology Hardware & Equipment 8.3 30%

Source: Markit

Global consumer electronics makers Nikon,
Sharp and Casio remain some of the top
most shorted companies in the country along
with component maker Mitsumi electronics.
Shares outstanding on loan in Nikon have
risen to 19.7% hovering near all-time highs of
20%.
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Sharp has had a torrid year as a slowdown
in China continues to impact demand and the
company restructures operations in multiple
markets. Short sellers increased positions
earlier in the year but have covered in recent
weeks with shares outstanding on loan
currently at 17.1%.

Sharp is down 45% over the last 12 months
and caught the recent rally, rising by 6%.
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Mitsumi Electric has 16.2% of shares

outstanding on loan and the company’s’
shares have continued to slide, down by 29%
in the last six months with shorts sellers
increasing positions tenfold.

Mitsumi Electric Co Ltd
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Short sellers have however covered positions
in Casio in the last three months as the
resilient watch maker’s shares are up 28%
over the last 12 months. Consensus forecasts
for the company point towards a 30%
increase in earnings expected for the 2016
financial year.
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Casio Computer Co Ltd To read this article on our commentary
% Shares on loan PESE, website, please click here.

19

" 2500

17 2300 Relte Stephen Schutte

16 2100 Analyst

15 1900 i

» 1700 Markit

13 1500 Tel: +44 2070646447

12 1300 Email: relte.schutte@markit.com

09/2014 11/2014 01/2015 03/2015 05/2015 07/2015

Source: Markit =0 Shares on loan Price For further information, please visit www.markit.com

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.

compiled by markit


http://www.markit.com/Commentary/Get/10092015-Equities-Shorting-Abe-s-third-arrow
mailto:relte.schutte@markit.com
http://www.markit.com/

