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Distribution

16.17 0.43 0.84 0.00 1.17

207,821

Total

9.36 041 0.64 0.02 0.77

1,838

Cross—sectional

0.94 0.83 0.84 0.75 0.04

193

Time-series

CAR_, | CAR, . 04 BTM Size Vola.  FO(%)

Sml.QO]

ASIR 5

SIR

Group

-0.104 0.359 -0.065 0.720 2414 1.113 24.999 2.691 4.533

0.000

Non-reporting (0) 168521

0.841 0.013 0.576 0.042 -0.569 2.778 0.800 26.391 3.019 9.453

207,821

Reporting (1)

-0.118 -0.217 -0.108 1.289 -0.364 0.313 -1.392 -0.328 -4.920

-0.841

Diff (0-1)
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Avg.
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D1~D2

Distribution

334

28.3

15
32
209
211

190
198
308
305

1,464

Cross—sectional

484

49.3
2145
215.2

842

D9~D10
D1~D2

25.3

183
184
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193

Time-series
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D9~D10

Ol1.20] BTM Size Vola. FO(%)
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20766
20814
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Deciles
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3.034
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26.264
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Diff (1-10)

0.022
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-1.272
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Panel A: SIR, 7 CAR, = 273 LEZD Q9 ASIR,

C1(Winner) C2 C3 C4 Co(Loser)  Diff(W-L)
S1(Small) 0.004 0.002 0.001 0.003 0.023 -0.019™
S2 -0.004 -0.005 -0.004 -0.001 0.028 -0.032™
S3 -0.008 -0.006 -0.009 -0.003 0.029 -0.038"™
S4 -0.012 -0.010 -0.014 -0.013 0.025 -0.037""
S5(Large) -0.008 -0.016 -0.028 -0.032 -0.038 0.029™
Diff(S-L) 0.012 0.018 0.028 0.036 0.060
skksk skeksk skkosk skeksk skeksk
Panel Bt SIR, 3 CARg (= 73 LEZZ Q9 ASIR
C1(Winner) C2 C3 C4 C5(Loser)  Diff(W-L)
S1(Small) 0.007 0.006 0.005 0.007 0.011 -0.026™"
S2 0.001 -0.001 0.000 0.003 0.018 -0.035"
S3 -0.004 -0.004 -0.008 0.000 0.017 -0.031"
S4 -0.016 -0.012 -0.012 -0.012 0.022 -0.027"
S5(Large) -0.012 -0.024 -0.042 -0.045 -0.021 0.046™"
Diff(S-L) 0.019 0.030 0.046 0.052 0.032
skksk skkosk skksk skksk skkosk
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Short Interest and Short-sale
Constraints’

Hyo-Jeong Lee™*

Abstract

This study examined whether the short-sale constraints would become stronger as the short-interest

ratio increases by analyzing the correlation between stock returns and subsequent short positions
for each quintile portfolio, based on the short-interest ratio. In general, the short-interest ratio
increases (additional short-sale) when the stock price rises and decreases (short covering) when
the stock price falls (short covering), indicating that short sellers engage in negative feedback
trading. However, in a portfolio with high short interests, the short-interest ratio significantly decreases
(short covering) when the stock price and increased (additional short-sale) when the stock price
decreased, indicating that short sellers engage in trend—chasing trading. In the case of highly shorted
stocks, short sellers seem to cover their positions after suffering losses and increase them after
experiencing gains. Loss-induced covering is followed by low rather than high returns, implying
that short sellers are forgoing future profits by closing out their positions prematurely. These results
support that when the short interest exceeds a certain threshold, the incidents of the short-sales
constraints, such as lending fee, the risk of recall, the danger of being squeezed out of positions,

is increasing.

Keywords : Short-Sale Interest, Changes In Short Interest, Short Constraints, Contrarian Trading,
Trend-Chasing
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