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Equity and credit bears stick with
their winners

Thursday, August 9%, 2018

Shorts await further downside in DBD and CBL

e Short sellers add to position as Diebold Nixdorf shares plummet
e CBL & Associates equity and bond shorts hold position amid sell-off
e Most shorted US equities underperform in July & Aug after brutal June

There have been causes for cheer, as well as gloom, amongst short sellers during Q2 earnings
season. As a backdrop: In July, the most shorted US equities had their best relative under-
performance to the broader market since October 2017, with the most shorted stocks being flat, while
the broader market advanced. That followed a brutal stretch of four months of the most shorted
outperforming, which culminated in an absolute blood-letting in the first half of June, when the most
shorted stocks outperformed by 3.5% on average. While it has certainly been a challenging year on
the short side, there have been some bright spots recently.

On August 1% Diebold Nixdorf reported a $0.21 per share loss on better than expected revenues,
sending shares into a tailspin as analysts had forecast a $0.01 per share profit, per Factset. In the
week since the report shares have fallen more than 50%, reaching the lowest point since the firm’s
initial growth phase in the early 1980’s. Equity shorts have increased their position by 3.4m shares
since Aug 1%, for a total of 29.3m shares or 31% of free float. In dollar terms, the position has been
taken down from a YTD high of $352m on April 30" to $150m at present, owing to the declining share
price.
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DBD equity short demand & share price
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Notably, short demand for the DBD 8.5% 2024 bond has also spiked following the earnings report, as
the bonds have also been in a free-fall, hitting a new low of 67 cents on the dollar on August 7", after
having traded down from 92 cents on July 31%. The short position in the 2024’s is currently $114m at
par, up from $68m prior to the earnings report.

Short demand for Diebold Nixdorf Inc (8.5% 15-Apr-2024)
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CBL & Associates also reported on August 1%, and while the firm beat expectations for revenue and
earnings, the shares traded down 11% over concerns relating to the firm’s dividend, as comments
from CEO Stephen Lebovitz on the conference call were interpreted as foreshadowing another
dividend cut. Equity short sellers have reduced their short position by 765k shares following the
announcement, indicating that the selling pressure resulted from investors reducing positions on the
long side.

CBL equity short demand & share price
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While there was a potential positive for CBL bondholders, in that Lebovitz mentioned a desire to
refrain from issuing further debt, the bonds sold off along with the equity. Credit shorts added $10m to
positions in the bonds maturing in 2023 and 2026, bringing the total to $133m.

Short demand for Cbl & Associates Lp (5.25% 01-Dec-2023)
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DISCLAIMER: The information contained in this presentation is confidential. Any unauthorised use, disclosure,
reproduction or dissemination, in full or in part, in any media or by any means, without the prior written
permission of IHS Markit or any of its affiliates (“IHS Markit”) is strictly prohibited.

Opinions, statements, estimates and projections in this presentation (including other media) are solely those of
the individual author(s) at the time of writing and do not necessarily reflect the opinions of IHS Markit. Neither IHS
Markit nor the author(s) has any obligation to update this presentation in the event that any content, opinion,
statement, estimate or projection (collectively, “information”) changes or subsequently becomes inaccurate.

IHS Markit makes no warranty, expressed or implied, as to the accuracy, completeness or timeliness of any
information in this presentation, and shall not in any way be liable to any recipient for any inaccuracies or
omissions. Without limiting the foregoing, IHS Markit shall have no liability whatsoever to any recipient, whether
in contract, in tort (including negligence), under warranty, under statute or otherwise, in respect of any loss or
damage suffered by any recipient as a result of or in connection with any information provided, or any course of
action determined, by it or any third party, whether or not based on any information provided.

The inclusion of a link to an external website by IHS Markit should not be understood to be an endorsement of
that website or the site’s owners (or their products/services). IHS Markit is not responsible for either the content
or output of external websites.
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