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S&P 1500 Short Interest Report 10/9/08

Short Interest Declines: Does the SEC Care?

After the SEC announced that they would begin enforcing the current laws regarding short
selling, and also prohibiting new short sales in any financial stock (or any other company that
lobbied hard enough), the first “No Short” short interest figures were released after the close
today. As shown below, each of the major S&P indices declined sharply during the second
half of September, falling to their lowest levels of 2008. As shown on page two, for every sec-
tor and group, short interest showed substantial declines.

On a sector basis, Consumer Discretionary stocks remain the most heavily shorted with 15% of
their float sold short. The Discretionary sector is followed by Financials (10.7%), Health Care
(8.9%), Industrials (8.3%), and Consumer Staples (8.1%). On a group basis, the effectiveness of
the SEC’s ban on short selling in financials was evident as Banks (15.0%) are no longer the
most heavily shorted group. That honor now belongs to Retailers (16.4%), Consumer Durables
(15.2%), and Consumer Services (15.1%).

According to the SEC, the purpose of the ban on short-selling in financials was to “protect the
integrity and quality of the securities market and strengthen investor confidence.” Then on
October 2nd, the SEC said they would extend the ban until details of the legislation regarding
the financial rescue package were ironed out. Yesterday Treasury Secretary Paulson said it
would take “several weeks” to put the plan into place. So what was the SEC’s response? The
SEC let the rule expire at the end of the day yesterday, allowing short sellers to put on all the
shorts they took off in September knowing that they had free reign for another “several
weeks.” Continued on page three.
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S&P 1500 Short Interest Report

Notable Names

Indices vs. Float (%) Largest Increases
S&P 500: Large Cap 5.01 D, SE, DVN
S&P 400: Mid Cap 9.68 AVCT, CSL, WEN
S&P 600: Small Cap 13.27 WTS, SWKS, SYKE
S&P 1500: All Caps 9.56 WTS, AVCT, D

Sectors
Consumer Discret. 14.98 WEN, ODP, HIBB
Consumer Staples 8.09 SIM, UVV, NTY
Energy 5.92 SE, DVN, NE
Financials 10.65 FIF, EGP, VNO
Health Care 8.86 LH, BSX, LDR
Industrials 8.28 WTS, CSL, SYKE
Info Technology 8.32 AVCT, SWKS, WBSN
Materials 6.74 PKG, POL, DOW
Telecom Svcs 5.10 S, EQ, CTL
Utilities 4.36 D, TEG, WEC

Goups
Autos & Parts 13.72 HOG, LEA, MOD
Banks 14.98 WBS, WIBC, UMBF
Capital Goods 7.59 WTS, CSL, BRC
Commercial Svcs 8.47 SYKE, SR, KELYA
Cons. Durables 15.17 HAS, WWW, BDK
Consumer Services 15.12 WEN, PPD, LNY
Diversified Fin'ls 8.79 FIF, SLM, CIT
Energy 5.92 SE, DVN, NE
Fd & Staples Retail 9.92 NAFC, SVU, CVS
Food Bevg & Tob. 7.53 SIM, UVV, THS
HC Equipment 9.10 LH, BSX, LDR
Hhold & Pers Prod. 7.60 NTY, AVP, SPC
Insurance 5.08 LNC, TWGP, AFL
Materials 6.74 PKG, POL, DOW
Media 10.61 NWS/A, BLC, HHS
Drugs & Biotech 8.36 MATK, PRGO, BMY
Real Estate 10.70 EGP, VNO, SPG
Retailing 16.35 ODP, HIBB, OMX
Semiconductors 8.53 SWKS, NVLS, TXN
Software 8.07 WBSN, FDS, CRM
Techn Hardware 8.44 AVCT, NSIT, JNPR
Telecom Services 5.10 S, EQ, CTL
Transportation 11.00 KSU, YRCW, UNP
Utilities 4.36 D, TEG, WEC

Short Interest Report Explained:

Largest Decreases
GNW, BEN, MON
PL, XEC, AG

STL, JAKK, CKH
GNW, BEN, MON

CMCSA, DHI, PSUN
SWY, ACV, CAG
XEC, CKH, NFX
GNW, BEN, MET
BAX, HUM, AFFX
AG, BNI, HUB/B
ERTS, KLAC, SYMC
MON, APD, AKS
AMT, FTR, WIN
OKE, MDU, PCG

JCl, GM, THO
NCC, STL, PACW
AG, HUB/B, MTW
MSA, CGX, MLHR
DHI, JAKK, LIZ
ISCA, MAR, YUM
BEN, GS, MS

XEC, CKH, NFX
SWY, UNFI, GAP
CAG, UST, JISF
BAX, HUM, UNH
ACV, CL, ENR
GNW, MET, PL
MON, APD, AKS
CMCSA, VIA/B, MVL
AFFX, UTHR, TECH
MPW, AKR, EQY
PSUN, JOSB, DLTR
KLAC, IDTI, DIOD
ERTS, SYMC, CDNS
SNDK, QCOM, ARW
AMT, FTR, WIN
BNI, KNX, CAR
OKE, MDU, PCG
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52 Week High

Short Interest vs. Float (%): Average short interest as a percentage of float for companies in

that index, sector, or group.

Largest Increases: Highlights the three stocks in each group that have seen their short interest
as a percentage of float rise by the largest margin relative to their one-year range.

Largest Decreases: Highlights the three stocks in each group that have seen their short inter-
est as a percentage of float fall by the largest margin relative to their one-year range.
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S&P 1500 Short Interest Report

Below we highlight charts of the short interest for several key stocks in the Financial sector as
well as the sector ETF (XLF). The decrease in short interest during the second half of Septem-
ber illustrates the effectiveness of the SEC’s temporary ban on short selling. Given that the
temporary order expired yesterday, and given the trading in these stocks today, you can bet
that in a matter of weeks, short interest in these names will be right back where it was. Why
the SEC decided to let the temporary ban expire before the implementation of the TARP pro-
gram is extremely puzzling, but if there was ever a time when the market would have pre-
ferred to see the SEC’s typical wait and see approach, it was with this. While it was a bad idea
to implement a “No Short” rule in the first place, it’s ten times as bad to put it in place and
then eliminate it before their goal was attained.
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