
 

 

US short sellers hold steady despite rough week 
 
Last week saw the most shorted shares surge and lead the market upturn, but short sellers are 
staying the course as short positions hover near four year highs. 
  

 Highly shorted shares steered the market last week, led by ADT’s painful short squeeze 

 Short sellers not giving up on the market as average short interest is only 1% off four year high 

 One-third of S&P 500 constituents see material shorting activity, up from one-fifth a year ago 
 

The ongoing market volatility turned against 
US short sellers last week as their highest 
conviction names led the S&P 500 to its 
largest one week gain since November of last 
year. The 10% most shorted names at the 
start of the week returned 4.7% on average; 
this came in 1.2% ahead of the average 
return delivered by the index. In fact, the most 
shorted 10% of shares were the single best 
performing group of shares when ranking by 
short interest, highlighting the disappointment 
faced by short sellers. 
 

 
 
While this displeasure was fairly widespread 
among S&P 500 short sellers, due to the fact 
that over 80% of the most shorted 
constituents saw their shares advance last 
week, three high conviction names proved to 
be particularly painful for short sellers as they 
surged by more than 25% over the course of 
the week.  
 
ADT was by far and away the most painful 
high conviction short last week as its price 
surged by 49% after it revealed that it had 

agreed to be taken over by private equity firm 
Apollo Group at a large premium. Short 
sellers had borrowed 24% of ADT shares 
which put them in line for a $500m paper loss 
in the wake of the takeover announcement. 
There appears to be little appetite to take the 
other side of the trade as demand to borrow 
ADT shares has fallen by a third in the last 
wake of the announcement. 
 

 
 
Short sellers stay the course 
The other two names experiencing painful 
short positions have not seen the same 
eagerness to cover as Chesapeake Energy 
and Freeport-McMoran have actually seen a 
rise in demand to borrow as shorts doubled 
down in the wake of the recent rally, 
according to Markit’s daily short interest data. 
 
Short sellers have also largely remained 
steadfast across the rest of their high 
conviction shorts, which saw short sellers 
cover less than 3% of their positions on 
average among the 10% most shorted 
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constituents of the S&P 500 last week. 

 
 
This trend also holds across the rest of the 
index as the current average short interest 
across its constituents stands at 3.46%, 1% 
less than the four hear highs seen the 
previous week. 
 
In fact, the current market still remains the 
most shorted in recent memory as one-third 
of the current S&P 500 constituents now see 
a material 3% or more of their shares out on 
loan. That figure stood at 20% as late as a 
year ago, showing that bearish sentiment is 
not solely driven by a few heavily shorted 
names. The current surge in shorting activity 
is across the index’s constituents. 
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