
 

 

 
Shorts cover ahead of vote, avoid squeeze   
 
A review of how short positions have changed ahead of the UKs referendum vote this week. The 
tight vote sees short sellers unwilling to take a clear path as the market rally sees continued 
covering as uncertainty climaxes ahead of the vote.  

 Rally sees shorts cover since February, clouding names possibly targeted for Brexit/remain  
 Miners lead covering, while Costa Coffee parent sees significant short interest in past 

weeks 

 30% of positions covered in UK new home builder Berkeley 

  
Finding referendum shorts  
Polls are split on the UK’s referendum 
outcome this week and while bookies now 
have the Remain campaign in the lead, short 
sellers have continued to cover positions on 
average.  
 
Developing trading strategies based on the 
binary outcome to the UK’s referendum vote 
this week, has proven easier than distilling 
down the ultimate views of short sellers 
across the UK’s largest 350 stocks.  
 

 
 
However, since February 20th, the date on 
which the referendum was first announced 
(June 23rd), average short interest across the 
FTSE 350 has declined by 13% with the 
FTSE 100 and 250 rallying some 6.6 and 
7.6% respectively reaching highs in mid-April 
and early May.  
 

Subsequently, the indices have lost ground 
erasing almost all of these gains. However, 
news on June 20th regarding new found 
Remain momentum, has seen the FTSE 100 
rally, looking set to post its largest one day 
gain in almost four years.  
 
These elevated levels of price volatility 
coupled with uncertainty could explain the 
reluctance from short sellers to take clear 
positions on the upcoming vote. This has 
seen substantial covering across heavily 
shorted and targeted names in the past few 
months with commodity miners seen leading 
the retreat. In total over $17bn in short 
positions have been covered since February.  
 

 
 
Shorts have covered over $1.7bn in Anglo 
American and Glencore as both stocks have 
recovered on higher commodity prices. Short 
sellers covered 71% and 53% of positions in 
Anglo and Glencore respectively.  
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While UK beverage can maker Rexam leads 
in terms of new short positions by value with 
$500m in new short positions and short 
interest of 8.1%. This is due to recent EU 
approval of the company’s merger with Ball 
Corporation . 
 

 
 
After returning to UK new homebuilder 
Berkeley Group, short sellers have covered 
close to 30% of positions ahead of the 
referendum with short interest declining to 
4.6%. Shorts have meanwhile held positions 
steady in Capital and County, with 6.2% of 
shares outstanding on loan.  
 
Rising shorts 
Costa coffee and Premier Inns owner 
Whitbread has seen short sellers increase 
positions by $372m in the stock with short 
interest just shy of 5% currently. Whitbread is 
one the most targeted stocks and has been 

since the referendum was confirmed with 
short interest surging since February.  
 

 
 
However, ahead of the referendum online 
retailer Ocado takes the lead as the most 
shorted stock across the FTSE 350.  With 
19.6% of shares outstanding on loan at 
Ocado, Carillion has slid from the top spot 
with short interest of 19.3% as short sellers 
trim positions.  
 

 
 
Interestingly, while Ocado had been targeted 
since ‘losing out’ to Morrisons with an 
Amazon food partnership, Morrisons and peer 
Sainsbury’s do not trail far behind among the 
top five most shorted stocks in the UK ahead 
of the referendum.  
 

http://www.wsj.com/articles/eu-clears-path-for-ball-rexam-acquisition-to-proceed-1466420917
http://www.wsj.com/articles/eu-clears-path-for-ball-rexam-acquisition-to-proceed-1466420917
http://www.markit.com/Commentary/Get/14032016-Equities-Short-sellers-return-to-UK-property
http://www.markit.com/Commentary/Get/17052016-Equities-Referendum-sees-bears-circle-UK-hospitality-firms
https://next.ft.com/content/e73c07f8-dec0-11e5-b67f-a61732c1d025
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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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