
 

 

 
Shorts take a shine to ‘TeslaCity’  
 
Tesla’s related party bid for Solarcity has seen declines in it shares price eclipse that of the entire 
value bid for SolarCity, with short sellers feverishly playing both sides of the proposed all-stock 
transaction.  
 

 Short positions in Tesla have surged by a fifth since SolarCity offer announced 

 Demand to short SolarCity shares has spiked as uncertainty on proposed merger lingers 

 Solar short positions have increased in TAN ETF constituents by 40% 
 
Prior to the incestuous SolarCity offer being 
announced, Tesla short sellers were in 
retreat but have since hastily increased their 
bets on both firms. 
  
Tesla announced on June 21st 2016 its offer 
to acquire Solarcity, using Tesla shares. 
Tesla stock initially dropped 12% in the days 
post the announcement but has since 
recovered, and is down by 4% currently. 
Short interest in Tesla has increased by a fifth 
in the same time, rising to 24.2%. Short 
interest in Tesla had previously reached 
record highs of above 27% only in March 
2016 
 

 
 
To capture any arbitrage opportunities in 
typical M&A transactions, the ‘traditional’ 
method is to go long the target and short the 
acquirer. However there have been some 
nuanced moves in short interest data,  
 

 
highlighting the uncertainty in the market of 
the deal going through.  
 

 
 
Since the announcement, SolarCity Shares 
have rallied almost 15%, leaving ~9% of 
premium ‘on the table’ should the deal get the 
go ahead (at stock prices respective June 
29th 2016). Short interest in SolarCity has 
fallen 8% but still remains at high levels with 
close to a fifth of shares currently sold short.   
 
Further capturing split opinions on whether 
the deal will go through (the high short 
interest levels) is the increased demand to 
short SolarCity shares, which has seen the 
cost to borrow SolarCity shares surge 100% 
in recent weeks. These costs are also limited 
by supply, with 95% of lendable inventory 
currently utilised.   
 
Short interest across solar constituents in the 
Guggenheim Solar ETF (TAN) has increased 
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so far in 2016, rising to reach a current three 
year high on average.   
 

 
 
Average short interest has increased to 8.6%, 
rising over 40% in 2016.  
 
SolarCity, despite being offered Tesla shares 
(still at a premium) to the current value of the 
SolarCity shares, is the most short sold 
Constituent of TAN.  
 
 
 
 

 
 
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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