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Rotation robustness; what
the short data shows.

As the stock market rally starts to broaden out, short sellers remain
unconvinced of its potential.

As confidence grows for a September rate cut by the Federal Reserve Bank, following the softer than
expected inflation data seen earlier this month, investors appear to be repositioning their portfolios as
the market rally expands from the narrow leadership of the "magnificent seven". As interest rate cuts
lower the cost of capital, small-cap equities are set to benefit, and this is where investors appear to be
heading, pushing the Russell 2000 up 10.13% year-to-date.

In the securities finance markets, short sellers appear to be unconvinced that the current rotation into
small cap stocks is here to stay. The percentage of market capitalization on loan of the S&P500 Index
is continuing to fall, signifying positive sentiment in the persistence of the current rally, whilst the
opposite can be seen across the Russell 2000. Short Interest across the Russell 2000 index has been
rising since July 12th.

With a growing number of risks on the horizon, looking at the short Interest data, it appears that
investors may need a little more convincing before unwinding their current short positions across
these two indices.
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