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Shorts double down on UK supermarkets

The latest round of the UK supermarket price wars has seen short sellers redouble their attention
in listed UK retailers, with current average short interest at an all-time high of 11.02%.

— Average short interest in the four listed grocery retailers has surpassed 11% for the first time
— Sainsbury’s and Morrisons now the two most shorted constituents of the FTSE 100
— Online grocers also under pressure: Ocado has seen short interest climb above the 10% mark

UK supermarkets were a major high
conviction short play of last year as a mixture
of new competition, changing consumer
behaviour and accounting irregularity sent
share prices in the sector down sharply. This
negative climate saw the average short
interest in the three listed “big four” retailers
(Tesco, Sainsbury’s, Morrison’s and Asda)
more than double over the year to hit just shy
of 11% in November 2014.

While things had stabilised in the opening
months of the year recent earnings updates
have dampened the rally and Morrisons
recent pledge to lower prices on over 200
items has seen short sellers redouble their
position in anticipation of a possible margin
eroding price war.

Short interest at new highs

Demand to borrow shares of UK grocery firms
has surged to new highs over the last few
weeks. Average demand to borrow shares in
the sector now stands at 11.02%. This surge
in short interest means that current demand
to borrow is up by around a quarter from
where it stood eight weeks ago and has
surpassed the highs seen in November of last
year when short sellers borrowed 10.9% of
shares.
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The two standout names in the sector are
perennial short targets Sainsbury’s and
Morrisons, which have both seen short
interest surge past the 15% mark. This has
enshrined the two firms at the top of the most
shorted ranking in the FTSE 100 index. The
third most shorted constituent Petrofac only
has 11% of its shares out on loan.

Wm Morrison Supermarkets Plc

I Y V_\,/“A' had

/

N M A

o o o A N ¥
o ;/ \/1 ;,"\/,.?\U \',‘"j = NS y‘p—\ 5
[ P'H \‘\’; ¥ i
L‘V” "\JH o —

scu Namn

compiled by markit


http://www.telegraph.co.uk/news/shopping-and-consumer-news/11657857/Everyday-essentials-a-third-cheaper-as-supermarkets-reignite-price-war.html
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Industry leader Tesco has also felt its fair
share of bearish sentiment as its demand to
borrow has risen to 2.3% of shares
outstanding.

Tesco Plc

This recent growth in short interest in the
sector has been paying off for short sellers so
far as all three of the listed “big four” retailers
have seen their shares slide in the last eight
weeks.

Ocado also shorted

Weakness is also permeating the high end of
the sector with high end grocery delivery
Ocado seeing its short interest surge to the
highest level in over two years in the last few
weeks. Short interest in the firm, which also
has a distribution agreement with Morrisons,
now stands at 10.5% despite the fact that its
shares have continued to climb in the eight
weeks.
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Consumers not complaining

While investors in UK supermarkets may be
bemoaning the recent situation, consumers
have been reaping the rewards of the
increased market competition as food and
non-alcoholic prices have fallen across the
board, according to the most recent inflation
data released by the UK office for National
Statistic.
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