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Short sellers step out of firing line

Surging share prices have seen short sellers close out their positions in both lethal and non-lethal

weapons manufacturers in the US.

— Short interest in Sturm Ruger down by over 60% so far this year
— Smith & Wesson'’s short interest is now the lowest in two and a half years
— Taser has seen short sellers close out most of their post-Ferguson momentum positions

The differing fortunes of US gun makers were
highlighted this week as Colt International,
the oldest US firearms manufacturer, filed for
bankruptcy as it continued to struggle with a
mounting debt pile. But Colt’s issues look to
be the exception to the norm as the industry
has returned to growth after previously
sinking following the post Sandy Hook surge
in arms sales, when customers looked to get
ahead of possible weapons sales restrictions.

The two main listed gun manufacturers Sturm
Ruger and Smith & Wesson, which were the
targets of sustained short selling over the last
12 months, have now seen short sellers
retreat in the face of rising share prices.

Sturm Ruger, the larger of the two US listed
gun manufacturers, best exemplifies this
trend as the company experienced an 11%
jump in Q1 sales from the previous quarter;
beating analyst estimates by a massive 16%.
Sturm shares have also jumped, with a year
to date appreciation north of 60%.
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On the short interest front, short sellers have
shown little appetite to stand in the way of the
recent momentum, with the number of RGR
shares out on loan now 60% lower than at the
start of 2015.

Smith & Wesson

Sturm’s competitor Smith & Wesson has also
seen the similar growth, with its shares now
up by two thirds for the year. On the short
interest front, demand to borrow Smith &
Wesson shares is down to the lowest level in
over two and a half years with 8.4% of shares
now out on loan as of latest count.
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The company’s results are also showing
signs of the industry’s return to growth with
analysts now forecasting the firm to post its
first year on year quarterly jump in sales
when the company announces earnings
today.

Non-lethal firms also see covering

The recent covering is not limited to the lethal
sector as Taser, which manufactures both the
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ubiquitous stun guns that bear its name as
well as a range of products aimed at filming
and storing video evidence, has seen short
sellers cover positions to reach new annual
lows for the year.

Taser International Inc
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Taser’s shares have more than doubled in the
second half of last year following a string of
controversial police incidents in the US, which
investors viewed as a potential tailwind for
the company’s lesser known body camera
business. Short sellers were initially sceptical
of the company’s surging shares price as
evidenced by the fact that demand to borrow

jumped tenfold to 35% of shares outstanding
in the wake of civil unrest in August.

Despite these apparent doubts, the company
has been able to capitalise on the trend with
sales of its evidence-gathering solution
growing four fold as of its latest quarterly
report. This has in turn seen short sellers
cover all their positions from last year’s high,
with current demand to borrow hovering at
the 17% mark. This move looks to have been
well timed as Taser shares are now trading at
an all-time high.
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