markit

4th floor tel +44 20 7260 2000
Ropemaker Place fax +44 20 7260 2001
25 Ropemaker Street www.markit.com
London

EC2Y OLY

United Kingdom

Markit Commentary
August 5" 2016

Most shorted ahead of earnings

A review of how short sellers are positioning themselves ahead of earnings announcements in the

coming week.

— Sotheby’s and Nordstrom are two short highlights in North America
— K&S sees resurgent short interest after it rejected a tie-up with Potash
— Japanese toy company Happinet sees a 60 fold jump in short interest after recent rally

North America

% Shares 1 Month
Earnings Outstanding %

Name Industry Ticker Date On Loan Change
Badger Daylighting Ltd Capital Goods BAD 8M12/2016 294 -14%
Tidewater Inc Energy TDW 8/8/2016 218 12%
Zeltig Aesthetics Inc Health Care Equipment & Services ZLTQ 8/8/2016 21.8 36%
Lgi Homes Inc Consumer Durables & Apparel LGIH 8/9/2016 25.8 35%
Boardwalk Real Estate Investment Real Estate BEILUN 8/11/2016 25.17 -10%
Novavax Inc Pharmaceuticals, Biotechnology & Life NVAX 8/9/2016 25.0 2%
Lsb Industries Inc MMaterials Lxu 8/8/2016 25.0 7%
Sotheby'S Consumer Senvices BID 8/8/2016 237 25%
Eagle Pt Inc PF . Biotechnology & Life EGRX 8/9/2016 233 18%
Nordstrom Inc Retailing JWH 8/11/2016 23.0 19%
Nexstar Broadcasting Group Inc . Media NXST 8/9/2016 21.8 14%
Harmonic Inc Technology Hardware & Equipment  HLIT 8/9/2016 213 9%
J C Penney Company Inc Retailing JCP 8/12/2016 20.2 -1%
Dean Foods Co Food Beverage & Tobacco DF 8/8/2016 19.3 -3%
Primerica Inc Insurance PRI 8/8/2016 19.2 1%
Concaordia Intemational Corp Pt icals, Biotechnology & Life CXR 8/12/2016 18.9 -8%
Nevro Corp Health Care Equipment & Services NVRO 8/8/2016 18.3 10%
Kite Pharma Inc Pharmaceuticals, Biotechnology & Life KITE 8/8/2016 18.1 10%

Canadian trench solution company Badger
Daylighting is the most shorted company
announcing earnings in the coming week as
just under 30% of its shares are currently out
on loan to short sellers. Badger’'s exposure to
infrastructure and oil spending, which have
been impacted by the recent slump in oil
prices, has seen its first quarter revenues
shrink by over 10% and prompted short
sellers to add to their already high positions.
Investor sentiment in Badger has brightened
somewhat in the run-up to earnings however
as its short interest is down by 14% from the
all-time high seen a month ago.
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Another Canadian stock seeing heavy short
interest in the run-up to earnings this week is
Boardwalk REIT. The firm has a large
exposure to the formerly booming, now
cratering, Alberta and Saskatchewan
provinces which are seeing rising vacancy
rates. While Boardwalk shares have rallied by
a third from the lows seen in January, short
sellers have been adding to their positions as
short interest has surged by two thirds over
the same period of time.

Retailers are another key focus heading into
this week’s earnings with both high end and
low end plays seeing heavy short interest
leading up to earnings.

High end spending plays this week include
auction house Sotheby’s which has seen
short interest surge by a quarter in the last
month to 23.7% of its shares outstanding, an
all-time high. This rising demand to sell short
has been driven by a desire to play the
softening high end art market which has seen
analysts forecast a 13% drop in Sotheby’s
auction revenues, its largest source of income.
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Short sellers need to be wary however as the
recent jump in short interest means that
Sotheby’s shares now feature among the
most likely to squeeze, according to the
Markit Research Signals Short Squeeze
model.

Another high end retail play seeing surging
short interest in the lead-up to earnings is
Nordstrom which has seen short interest
surge by 19% in the last month to 23% of
shares outstanding. A slew of disappointing
earnings means that the current shorting
activity in Nordstrom shares is over 15 times
higher than at the same time last year.

Nordstrom Inc
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On the low end side, perennial short JC
Penney sees 20% of its shares shorted. Short
sellers had covered most of their positions
after the firm posted a surprising jump in store
sales in the first quarter, but the company
was unable to continue this run of form which
in turn prompted a return from short sellers.

Europe

% Shares 1 Month
Earnings Outstanding %

Name Industry Ticker Date On Loan Change
K&S Ag Materials SDF 8/11/2016 14.6 4%
Sbm Offshore MNv Energy SBMO 8/10/2016 14.5 8%
Heidelberger Druckmaschinen Ag Capital Goods HDD 8/10/2016 11.7 -9%
Drillisch Ag Telecommunication Services DRI 8/11/2016 111 -10%
Bertrandt Ag Commercial & Professional Senices  BDT 8/10/2016 9.6 13%
Stroeer Se & Co Kgaa Media SAX 8/11/2016 9.5 -3%
Flsmidth & Co A/S Capital Goods FLS 8/11/2016 9.2 5%
Altice Ny Media ATC 8/9/2016 8.3 49%
Aixtron Se Semiconductors & Semiconductor Equ AIXA 8/11/2016 8.1 -32%
Gn Store Nord A/YS Health Care Equipment & Senices GN 8/11/2016 8.0 2T%
Bilfinger Se Commercial & Professional Services  GBF 8/10/2016 6.9 15%
Sma Solar Technology Ag Semiconductors & Semiconductor Equ S92 8/11/2016 6.8 4%
Leoni Ag Automobiles & Components LEC 8/10/2016 6.0 21%
Zalando Se Retailing ZAL 8/11/2016 5.8 -16%
Deutsche Wohnen Ag Real Estate DVWHI 8/12/2016 5.2 29%
Lar Espana Real Estate Socimi Si Real Estate LRE 8/8/2016 5.0 659%

K&S is the most shorted European firm
announcing earnings this week as 14.6% of
the German potash and salt company’s
shares are now on loan. K&S rejected an
offer from Canadian competitor Potash last
year which had forced short sellers to retreat.
The withdrawal of the deal and the continuing
weak fundamentals for potash, which the
company cited in its last earnings report, has

seen short sellers return in earnest.
K&s Ag
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Short sellers haven’t been deterred by a
possible resumption of the production cartel
between Belarus and Russian producer
Uralkali, whose breakdown kick started the
recent price slump for potash, hasn’t deterred
short sellers as demand to borrow has
remained steady since rumours resurfaced in
June.

Offshore driller Sbm is the second most
shorted European company announcing
earnings this week with 14.5% of its shares
shorted. Sbm has seen consistently high
short interest in the last two years as short
sellers look to profit from the slump in
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demand for the offshore energy and
exploration. Short sellers are yet to see much
in the way of profits for their high conviction
short positions however as Smb shares have
traded roughly sideways over the last 18
months despite the fact that analysts are
forecasting a 50% drop in Smb’s revenues
from the highs seen in 2014.

The largest amount of short covering was
seen in perennial short Aixtron which has
seen a 32% fall in demand to borrow its
shares. This covering has been driven by the
company’s decision to be taken over by
Chinese investment group Fujian Grand Chip
Investment Fund.

Apac

p % Shares 1 Month
Earnings Outstanding %

Name Industry Ticker Date On Loan Change
Japan Airport Terminal Co Ltd Transportation 9706 8/10/2016 12.5 1%
Happinet Corp Retailing 7552 8/9/2016 12.3  6088%
Pacific Metals Co Ltd Materials 5541 8/10/2016 11.8 4%
Sosei Group Corp Pharmaceuticals, Biotechnology & Life 4565 8/10/2016 1.7 -32%
Jig-Saw Inc Software & Senices 3914 8/10/2016 1.7 2%
Cyberdyne Inc Health Care Equipment & Senvices 7779 8/10/2016 11.5 7%
Pax Global Technology Ltd Technology Hardware & Equipment 327 8/9/2016 10.3 9%
Ffri Inc Software & Senices 3692 8/10/2016 103 2%
Laox Co Ltd Retailing 8202 8/12/2016 9.7 29%
Celltrion Inc Pt icals, Biotechnology & Life 068270 8/11/2016 94 -10%
Wonik Holdings Co Ltd Semiconductors & Semiconductor Equ 030530 8/10/2016 93 23%
Noble Group Ltd Capital Goods N21 8/10/2016 9.0 13%
Akatsuki Inc Software & Senices 3932 6/12/2016 8.9 3%
Manocarrier Co Ltd Pt icals, Biotechnology & Life 4571 8/10/2016 8.9 26%
Bendigo And Adelaide Bank Ltd  Banks BEN 8/8/2016 8.2 4%
Fukuyama Transporting Co Ltd  Transportation 9075 8/9/2016 8.2 -2%
Ezion Holdings Ltd Energy SME 8/11/2016 8.1 60%

Japan Airport Terminal sees the highest short
interest out of the Asian firms announcing
earnings this week. The firm failed to meet its
revenue and profit expectations in the last two
earnings round which has prompted short
sellers to triple their bets in the company to
the current 12% of shares outstanding.

Another interesting high conviction short
announcing earnings this week is Happinet,
which develops toys and video games. The
company’s shares look to have been boosted
by the recent Pokémon Go frenzy which has
propelled Nintendo shares higher with its
shares up by over 40% in the last six weeks.
Much like Nintendo, Happinet has also seen a
surge in short interest from investors looking

to profit from a reversal of the recent surge
which and short interest is now over 60 times
higher than a month ago.
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Singapore trading house Noble group also
makes the most shorted ahead of earnings
list as 9% of its shares are currently out on
loan despite the fact that its shares are down
by over 80% in the last 24 months.
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To read this article on our commentary
website please click here.
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