
Accepted Manuscript

Short interest as a signal to issue equity

Don M. Autore, Irena Hutton, Dominique Gehy, Danling Jiang

PII: S0929-1199(17)30156-6
DOI: https://doi.org/10.1016/j.jcorpfin.2017.12.014
Reference: CORFIN 1322

To appear in: Journal of Corporate Finance

Received date: 10 March 2017
Revised date: 8 December 2017
Accepted date: 9 December 2017

Please cite this article as: Don M. Autore, Irena Hutton, Dominique Gehy, Danling Jiang
, Short interest as a signal to issue equity. The address for the corresponding author
was captured as affiliation for all authors. Please check if appropriate. Corfin(2017),
https://doi.org/10.1016/j.jcorpfin.2017.12.014

This is a PDF file of an unedited manuscript that has been accepted for publication. As
a service to our customers we are providing this early version of the manuscript. The
manuscript will undergo copyediting, typesetting, and review of the resulting proof before
it is published in its final form. Please note that during the production process errors may
be discovered which could affect the content, and all legal disclaimers that apply to the
journal pertain.

https://doi.org/10.1016/j.jcorpfin.2017.12.014
https://doi.org/10.1016/j.jcorpfin.2017.12.014


AC
CEP

TE
D M

AN
USC

RIP
T

1 

  

 

Short Interest as a Signal to Issue Equity 
 

 

 

December 2017 

 

 
 

 

Don M. Autore 

Florida State University 

dautore@fsu.edu 

850-644-7857 

 

Dominique Gehy
 

Hofstra University 

Dominique.Gehy@hofstra.edu 

516-463-5083 

Irena Hutton  

Florida State University 

ihutton@fsu.edu 

Danling Jiang 

State University of New York at Stony Brook and 

Southwest Jiaotong University 

danling.jiang@stonybrook.edu 

850-645-1520 850-645-1519 

 

 

 

[Abstract] We find that the level of short interest in a firm’s stock significantly predicts future 

seasoned equity offers (SEOs). The probability of an SEO announcement increases by 34% 

(decreases by 49%) for firms in the top (bottom) quintile of short interest. We identify a causal 

impact of short interest on SEO issuance using a novel instrument for short interest based on 

future litigation filings in close geographical proximity to hedge fund centers. Our findings 

suggest that corporate decisions can be triggered by the aggregate trading activity of 

sophisticated outside investors. 
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