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Short’s tide rising in Europe

Average short interest across the largest companies in Europe has increased in recent weeks,
rising back to “grexit” levels as equity markets come under pressure after erasing the year to date

gains in August.

— Average short interest increases for 80% of STOXX 600 sector constituents
— Carillion is the most short sold in the STOXX 600 with a quarter of shares outstanding on

loan

— Danish cement and minerals firm FLSmidth sees a 120% surge in short interest

STOXX sold short

Last week Markit Securities Finance data
revealed that average short interest across
the S&P 500 had increased to three year
highs. This was against a backdrop of an
emerging market selloff in August, fuelled by
disappointing economic data, continued weak
commodities prices and falling Chinese equity
markets.

The STOXX 600 index tracks equities across
18 European countries and is down 14% from
highs reached pre selloff. The recent decline
has attracted short sellers with average short
interest across the index rising to 2.2%, levels
last seen during Greece’s prolonged bailout
negotiations.
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The energy sector remains the most shorted
across the STOXX 600, but increases in short
selling have been wide spread, with the
majority of sectors seeing an increase in
average short interest.

No escape for energy

Energy names in Europe have seen an
average of 24.6% in short interest year to
date with the sector average increasing to
6.2%, triple that of the index average.
Engineering, commercial services firms and
capital goods & services, however, feature
predominantly in the top ten most shorted
stocks. UK-based Carillion is currently the
most short sold stock in the STOXX 600.

Short Change

Name Ticker Sector Interest over Month

Carillion Plc CLLN  Capital Goods 251 34%
Flsmidth & Co AIS FLS Capital Goods 235 120%
Swatch Group Sa UHR Consumer Durables & Apparel 204 8%
Wm Morrison Supermarkets Plc MRW  Food & Staples Retailing 19.2 16%
Bilfinger Se GBF Commercial & Professional Senices 18.7 2%
Tgs Nopec Geophysical Company Asa TGS Energy 16.2 8%
J Sainsbury Plc SBRY Food & Staples Retailing 15.9 1%
Sbm Offshore Nv SBMO  Energy 15.9 6%
Saipem Spa SPM Energy 15.5 4%
Seadrill Ltd SDRL  Energy 14.8 13%

Carillion, an essential services and
infrastructure provider, has seen short
interest climb twofold to 25.1% while the
stock has slid 9.3% year to date. Short
interest has continued to increase in 2015
despite the firm posting strong numbers for
the first half of 2015.

The elevated shorting activity may relate to
earlier campaigns carried out by hedge funds
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after the company’s failed attempt to buy rival
Balfour Betty in 2014.
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Short interest in FLSmidth surged in the last
month with shares outstanding on loan rising
120% to 23.5%. This has propelled the stock
to be the second most shorted constituent in
the STOXX 600. Shares in the Danish
cement and equipment maker have fallen
24% in the last three months.
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Short interest in German civii and
construction firm Bilfinger has climbed to
18.7%. Shares have fallen 42% since the end
of April when the company provided profit
warnings and guided for a difficult trading
period for the balance of the year.

Bilfinger Se _
% Shares on loan Price
20 60
18 55
16
14 50
12 45
10 40
8
6 35
4 30
10/2014 12/2014 02/2015 04/2015 06/2015 08/2015
Source: Markit — 05 Shares on loan Price

Shorts stock UK retailers and Swatch
Short sellers continue to target troubled UK
retailers Sainsbury’s and Morrisons, who
remain under pressure from German-based
discounters.

Short interest in Sainsbury’s remains
relatively flat year to date at 15.9%. However,
shares outstanding on loan for Morrisons
have seen a 55% increase to 19.2% currently.
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Short sellers have continued to target
Swatch Group, with short interest rising
consistently year to date to 20.4%. The stock
has fallen back to levels last seen when the
Swiss National Bank removed the franc’s
exchange rate cap in January 2015.
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This report does not constitute nor shall it be construed as an offer by Markit to buy or sell any particular security, financial instrument or financial service. The analysis provided in this report is

of a general and impersonal nature. This report shall not be construed as providing investment advice that is adapted to or appropriate for any particular investment strategy or portfolio. This
report does not and shall not be construed as providing any recommendations as to whether it is appropriate for any person or entity to “buy”, “sell” or “hold” a particular investment.
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