
 

BRITISH BROADCASTING CORPORATION    RADIO 4 

 

 

 

 

 

TRANSCRIPT OF “FILE ON 4” – “FALLING SHORT – FAKE NEWS AND FINANCIAL 

MARKETS” 

 

 

 

 

 

CURRENT AFFAIRS GROUP 

 

 

 

 

 

TRANSMISSION: Tuesday 26
th

 June 2018   2000 – 2040 

REPEAT: Sunday 1
st
 July 2018   1700 - 1740 

 

 

 

 

REPORTER: Geoff White 

PRODUCER: Rob Cave 

EDITOR: Gail Champion 

 

 

 

 

 

PROGRAMME NUMBER: 



- 1 - 

THE ATTACHED TRANSCRIPT WAS TYPED FROM A RECORDING AND NOT 

COPIED FROM AN ORIGINAL SCRIPT.  BECAUSE OF THE RISK OF MISHEARING 

AND THE DIFFICULTY IN SOME CASES OF IDENTIFYING INDIVIDUAL 

SPEAKERS, THE BBC CANNOT VOUCH FOR ITS COMPLETE ACCURACY. 

 

“FILE ON 4” 

 

Transmission:  Tuesday 26
th

 June 2018 

Repeat:  Sunday 1
st
 July 2018 

 

Producer:  Rob Cave 

Reporter:  Geoff White 

Editor:  Gail Champion 

 

ACTUALITY OF PHONE RINGING 

 

GARRABEDIAN: I remember very vividly, I was at work at my desk and 

it was a late morning [MUSIC] East Coast time, and so the market had been open for, you 

know, about an hour and a half or a couple of hours.  I remember I was getting calls from 

investors asking what was going on. 

 

WHITE: One Monday morning in January 2013, Chris 

Garrabedian, then the CEO of a medical technology company called Sarepta, started getting a 

series of disturbing phone calls.  The company’s shares had suddenly gone into freefall.  It 

was all due to a single post on Twitter. 

 

GARRABEDIAN: The speed of communication is remarkable.  Once a 

stock goes down, it went down I believe 16% in the minutes following the erroneous tweet.  

It was a false rumour, and so very inflammatory, so obviously my phone started ringing 

almost immediately, asking if it was true, if the company had a statement. 

 

WHITE: Chris Garrabedian’s biotech company was at the 

cutting edge of genetic research, manipulating the body’s cellular machinery to try and 

prevent diseases, and had caught the eye of investors.  Before the calls started, the firm had 
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WHITE cont; been testing a new treatment for Duchenne Muscular 

Dystrophy - a small trial, but vital for the company’s future.  And then, on 29
th

 January, a 

Twitter account popped up with what looked like a news flash. 

 

ACTUALITY OF TWEET NOTIFICATION, KEYBOARD SOUNDS 

 

READER IN STUDIO: Test results are tainted and have been doctored.  Trial 

papers seized by the Federal Drug Administration. 

 

WHITE: In short, the tweet said that Sarepta was in trouble with 

the US medical regulators. 

 

GARRABEDIAN: I recall that it was very inflammatory about FDA 

seizing documents and really the suggestion that we were doing something fraudulent.  You 

know that’s something that any CEO would take seriously, especially knowing that we were 

not, we were collaborating very closely with the FDA to do things the right way.  But 

basically it caused such concern among investors that anybody with a Twitter account could 

cause so much damage to a stock that we decided to put out a statement addressing false 

rumours through social media.  I think it was unprecedented at the time, I don’t think any 

company had put out a formal press release on the matter that was affected like that. 

 

WHITE: In fact, the tweet was a lie, but some investors believed 

it because the Twitter account had been set up to look like it had come from a legitimate 

financial research company, which it hadn’t.  Nonetheless, the fake news caused hundreds of 

thousands of dollars in losses for some of Sarepta’s shareholders.  Fortunately for Chris 

Garrabedian, Sarepta’s share price rebounded quickly.  But who was behind the attack, and 

why had they done it? 

 

ACTUALITY WITH PAPERWORK 

 

WHITE: The FBI started investigating, and they charged 

someone in 2015.  I’m looking at the indictment now.  It’s not a competitor company of 

Sarepta’s or an organised crime group.  According to these documents, the entire scheme was 
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WHITE cont: the brainchild of a 62 year old called James Craig, who 

lives thousands of miles away from Sarepta, in a semi-detached house in southwestern 

Scotland.  In these documents, the FBI claims he created the Twitter account as a hatchet job, 

basically.  His plan, they say, was to buy shares in Sarepta as the value plunged on the fake 

news, and then, when the lies were exposed, sell them for a profit as the price recovered.  If 

so, the scheme failed: the court documents here claim Mr Craig didn’t act quickly enough 

before the shares rebounded in value, and only made $100 from the whole scheme.  He now 

faces extradition to the US – the charge on the sheet here is securities fraud.  We did contact 

Mr Craig but he declined to comment for this programme, although he has previously 

strenuously denied these charges. 

 

GODFREY: Because there have been quite a few cases of, you 

know, market manipulation, it’s really important for there to be transparency and where 

information is coming from. 

 

WHITE: Gemma Godfrey runs a financial advice company – but 

in the past she was an investment manager for a big UK firm. 

 

GODFREY: In the era of fake news, it’s absolutely crucial that 

information can be verified and sources be given – you know, why are people hiding this, 

why aren’t they actually putting forward their name and their sources? 

 

WHITE: But she says anonymous or even false financial 

information can still have an effect if it has the ring of truth. 

 

GODFREY: It’s possible to damage a company with an anonymous 

report, with inaccurate reports, because ultimately it’s people that are buying and selling 

shares, and if they have a feeling or they believe something about a company, they will act 

accordingly. 

 

WHITE:  It’s interesting, the idea that if you put something out, 

people don’t have the time necessarily to really dig into it and see whether it’s true, but if it 

has the ring of truth, it taps into the sentiment, as they say. 
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GODFREY: The shame in a matter where there is market 

manipulation or there are untruths out there is that quite often the people that are punished 

and the people that suffer are the people that will feel it the most, and it will be the smaller 

everyday investors. 

 

WHITE: But there is a perfectly legal way to make money out of 

a declining share price, and here in London, in all the major financial capitals, it’s big 

business.  It’s called short selling. You’ve probably heard of it: it’s had a mixed press.   In 

essence, you borrow the shares, sell them at a high price, then buy them back at a cheaper 

price later on and pocket the difference. 

 

ACTUALITY OF FOOTSTEPS 

 

WHITE: There are just not many people who will let you look 

over their shoulder while they do this stuff.  We’re here at the swish central London offices of 

Jupiter Asset Management to meet someone who does this day in day out, and he’s promised 

to show us how this works and what function it performs in the financial markets. 

James Clunie wrote his PhD on short selling, so he knows a thing or two about it. 

 

ACTUALITY WITH WEBSITE 

 

CLUNIE: So, this is the FCA’s website, and what it shows is a 

number of large, single entity disclosures for short interest - in other words, where a named 

short seller, each of these here is a named short seller, has a large short position in this stock 

in the UK. 

 

WHITE: So in a way this is kind of open and transparent, you 

can see …? 

 

CLUNIE: Yes. 

 

WHITE: Short selling is now such big business, it’s regulated by 

the Financial Conduct Authority.  But how does it actually work in practice? 
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CLUNIE: The arithmetic of it is very simple.  Let’s say you short 

sell 100 shares at £1 and you borrow the shares so that you can settle the trade, so somebody 

on the other side has bought those shares at £1.  If the shares were to fall from say £1 to 50 

pence, then you simply buy back your 100 shares by placing a buy order in the market. 

 

WHITE: For only 50 quid this time.   

 

CLUNIE: And this time it’s just 50 quid, so you keep the £50, so 

obviously the quicker the share price goes down and the more it goes down and the more 

shares you’ve shorted, the higher the potential profit. 

  

WHITE: This all works on people being prepared to lend you 

the shares.  You’re borrowing the shares in order to do all of this.  Why would anyone lend 

you the shares? 

 

CLUNIE: The main reason people are willing to lend shares is in 

exchange for a fee. 

 

WHITE: So the lender of the shares makes money from the fee 

and gets their shares back, and the short seller makes money by selling high and buying low. 

How does James know which shares to short?  That’s quite literally a million dollar question. 

Firstly he uses computer software to analyse a wealth of information on different companies 

and whittle down the field. 

 

CLUNIE: So we simply buy that data, extract the price and 

accounting data, plug it into the formulae found in the academic journals, and screen 

thousands and thousands of stocks for that.  And we colour it in a heat mat just to make it 

very visual and the red zone is basically where the short sale ideas might lurk.  We’d then 

read the financial statements, read the annual report and the quarterly statements, and what 

we’re looking for is unusual tone in the management discussion and analysis, perhaps 

overconfidence or hubris. 

 

WHITE: So you have actually got to get your eyeballs on it and 

go, hang on, what’s hidden behind? 
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CLUNIE: Read it like a human, read it like a human.  Does it 

actually feel or sound right?  But it’s a continuous process and actually we spend a lot of our 

time reading, which surprises people who visit our floor, our office floor, because it feels 

more like a library than a trading floor, but that’s because people are basically running 

programs or reading rather than shouting at each other. 

  

WHITE: So the classic image of the traders yelling at one 

another with two phones, it’s not quite accurate?  

 

CLUNIE: It’s certainly not accurate for what we’re doing. 

 

WHITE: Many believe this kind of short selling has its place in 

a healthy financial system – spotting bloated, overvalued companies and injecting a dose of 

financial reality.  And James Clunie makes it sound relatively calm, almost relaxing.  But in 

truth, there are some big risks.  Remember, he has to pay a fee every day to borrow the shares 

- so the clock is ticking.  And that’s not his only problem. 

What happens if you get your analysis wrong and the share goes up in value? 

 

CLUNIE: If you think about it, there’s no theoretical limit to how 

high a share price can go, so in theory there is no limit to how much you can lose.  You can 

lose more than all your money short selling, so short selling is costly – because you have to 

pay to borrow the shares to settle the trade – and risky because you can have very large, or 

theoretically unlimited losses.  It really is – as they’d say on Blue Peter – something you 

shouldn’t try at home, and it really does require a quite conscientious risk awareness. 

 

WHITE: And that requires accurate, reliable information.  For 

some short sellers, second or third hand info isn’t good enough; they want to see it with their 

own eyes.  That’s been the approach of Marc Cohodes.  He’s one of the world’s most 

notorious short sellers and claims most shareholders haven’t taken their responsibilities 

seriously enough. 

 

COHODES: I used to say the average person spends more time 

reviewing what restaurant they’re going to go to for dinner than they do thinking and/or 

investing in stocks they should buy, and that’s a real sad commentary.  I mean, they’ll, they’ll 
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COHODES cont: hear a story, they’ll hear if something’s going to pie in 

the sky deal and they’ll plough in, not knowing what they own.  And then, when it goes bad 

and they lose money, (a) it’s a sad story and (b) they always try to blame somebody. 

 

WHITE: Marc Cohodes is a former hedge fund manager.  He 

got involved in short selling 30 years ago.  Since then, he says he’s made his living digging 

out dirt that companies don’t want anyone to know.  In the past, his methods have been 

unorthodox. 

 

COHODES: We used to go dumpster diving.  Literally dumpsters 

with industrial garbage, in all hours of the night, looking for things that they threw out that 

would help piece in a puzzle.   

 

WHITE: One of his targets was a mattress company that he 

suspected wasn’t telling the truth about its performance. 

 

COHODES: They used to brag about their airbeds and they said the 

returns were very low, and we thought that was bullshit, because they kept offering, you 

know, ‘Buy it, 180 day returns, no problem.’  So we went to the distribution facility and there 

were literally just dumpsters loaded with mattresses, sort of new mattresses like brand new.  

We would take the labels off the mattresses and actually call the people who sent them back 

and ask them if they were credited back their money and they said, ‘How do you know I sent 

it in?’  I said, ‘Because I’m standing in a dumpster and your returned mattress is here,’ and 

they weren’t giving people their money back.  And it was a great short – again that thing 

went from the low 30s to a very low number. 

 

WHITE: Marc Cohodes is a self-styled activist short seller.  

That means once he’s found damaging information about a company, he publicises it as 

loudly as he can.  He hopes once word gets out, that the company’s share price will drop.  If 

it does, he makes money from his short sell strategy.  And he’s not shy about it. 

 

COHODES: I admit I’m short the stock and I use my own name, I’m 

not hiding under anybody.  I hide in broad daylight with my own name, so while everyone is 

touting various stocks, it’s in their interest and management’s interest for the stock to go up 
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COHODES cont:  - that’s fine, no problem with that.  But I bring out 

what’s wrong with the company, say I’m short it, people know why I’m short it.  I’ve far in a 

way benefited society than I’ve hurt society, because I’ve exposed an inordinate number of 

frauds and that’s good. 

 

WHITE: But the problem, I think, for some people would come 

when you say, well actually also I’m adopting a short selling position on this company, 

because then they say, well, hang on, it’s, you have literally a vested interest in this company, 

in this company’s share price going down. 

 

COHODES: Because I take enormous risk, because I’ve been sued 

many times to try to shut me up.  I need somehow to make a living and I need to have some 

reward for taking risk, and I make no apologies for being short something.  It’s not like I’m 

saying I’m Mother Teresa here doing charitable work. 

 

WHITE: This behaviour can be perfectly legal, if you do it right. 

Mark Northway is chairman of Sharesoc, which represents what are called retail investors – 

individuals who buy and sell shares with their own money, as opposed to the big investment 

funds.  He says there’s a sliding scale of behaviour when it comes to short selling. 

 

NORTHWAY: At one level, the most acceptable form of shorting is a 

realisation that a stock price has got ahead of itself; an investor doing the work required to 

satisfy himself that the price is too high; selling the stock and sitting and waiting for that 

stock price to normalise. 

 

WHITE: So that’s the kind of thing people like James Clunie at 

Jupiter Asset Management do – all perfectly above board. 

 

NORTHWAY: From there, the next level in terms of the spectrum of 

potentially abusive trading is to tell the world about its position in the hope that that 

information is going to assist the price movement.  And moving further along the spectrum, 

the promulgation of the specific research that’s been done around that position, to try and 

persuade people that they need to be joining him in selling the stock and therefore moving the 

price down.   
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WHITE: Activist short sellers say they work around those two 

levels.  But some accuse them of going further. 

 

NORTHWAY: And then finally, the most abusive and most clearly 

illegal part of the process, which is the dissemination of false information, the creation of 

false news with a specific intention of manipulating a stock price. 

 

WHITE: In terms of that sliding scale then from simply taking a 

short position and waiting all the way through to false, putting out false and misleading 

information, where at the moment does the regulation sit?  Where can you get enforcement if 

you feel you’ve been hard done by? 

 

NORTHWAY: Market manipulation is, I have in front of me three 

pages of definition of what market manipulation is and what it isn’t, and it’s a very subjective 

area.  I think what it has to come down to is identifying unusual stock price movements, 

identifying the information that was disseminated in the market at or around the same time as 

those stock market movements took place, and looking at who was trading the stock, who 

was disseminating the information and trying to ascertain the motivation of the parties 

involved. 

 

WHITE: Market Abuse Regulations state that using false or 

misleading information to move a share price is illegal – it falls under a class of offences 

called dissemination.  It’s policed by the Financial Conduct Authority.  We asked them how 

many dissemination cases there have been, but they didn’t provide the information to us.  

We’ve been told the regulations can be difficult to enforce and leave a lot of wiggle room for 

short sellers.  Some companies say that wiggle room has left them the victims of the most 

egregious short selling behaviour. 

 

EXTRACT FROM VIDEO 

 

PRESENTER: IQE is a global supplier of semiconductor wafers. 
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WHITE: You’ve got the AIM awards coming up in a fortnight.  

Who’s in the running? 

 

MAN: IQE, we seem to have been around for about fifteen, 

twenty years. 

 

PRESENTER: … IQE, this seems to be already in the price in terms 

of the jump that we’ve seen for the stock, which has been … 

 

WHITE: IQE is a technology firm based in Cardiff.  You may 

not have heard of them, but there’s a chance you’re using their technology on a daily basis, as 

their Chief Executive, Drew Nelson, explains. 

 

NELSON: We’ve made a number of acquisitions to become the 

global leader in the supply of compound semiconductors. We supply wafers, which our 

customers make into chips, and those chips go into all manner of things, including 

smartphones, so there’s probably a little bit of IQE material in nearly every smartphone in the 

world.  The company’s been going for 30 years now.  Its headquarters are based in St 

Mellons in Cardiff, but we have manufacturing operations around the globe.  

 

WHITE: Drew Nelson knew the company was on the short 

sellers’ radar – ironically, thanks to a positive rumour. 

 

NELSON: There were a number of reports last year in 2017 that 

IQE would be a major part of the supply chain into the new iPhone X, and this meant that the 

share price increased pretty rapidly through 2017.  By the summer of 2017, the share price 

had increased very substantially, and I think some people took the view then that the share 

price was too high, and therefore decided to sell short the company, and so short positions 

began to build up from the summer of 2017. 

 

WHITE: And then in February this year, they got an unwelcome 

phone call. Now, rather than positive rumours, critical information about the company was 

circulating, and it was about to go public. 
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NELSON: We became aware late on a Friday afternoon when we 

had a call from one of the Sunday newspapers, a journalist who said he had been given 

information on accounting practices at one of our joint ventures.  He said basically we’ll be 

publishing a report in the Sunday newspapers and would we like to answer these, I don’t 

know, dozen different allegations against the company.  We were given about 12 hours to 

respond. 

 

WHITE: How did that feel?  

 

NELSON: Pretty bad – a report on a Friday afternoon to get 

maximum publicity over the weekend, and not giving the company any opportunity 

whatsoever to respond to the allegations – it was like being handcuffed. 

 

WHITE: In fact, that original report came from a company 

called ShadowFall.  It had been written by an analyst called Matthew Earl.  Previously 

nicknamed The Dark Destroyer by financial journalists for his other critical reports on 

companies, he pointed to what he said were worrying aspect of IQE’s finances.  The 

company had set up two joint ventures, and ShadowFall raised concerns about the flow of 

money between the different companies.  IQE claims the setup was all above board and that 

the structure was all disclosed.  Drew Nelson is suspicious of the motives for the release of 

the report. 

 

NELSON: We got hold of the ShadowFall material and we put out 

a press release first thing on Monday morning refuting all the allegations.  To close their 

position, they have to create enough selling pressure in the market to be able to buy the shares 

back at a lower price.  This being made public through the Sunday newspapers gave the 

company no chance to respond and therefore shareholders are kind of panicked into selling. 

 

WHITE: ShadowFall told us in a statement: 

 

READER IN STUDIO: We are surprised to learn that IQE states the allegations 

in the report to be unfounded, as we are not aware that we made any allegations.  ShadowFall 

merely highlighted open source information, which in our view did not reflect well upon IQE 

  



- 12 - 

READER IN STUDIO cont:  and its management.  We observe that IQE failed to 

highlight any inaccuracies and see this as a fundamental problem for IQE.  

 

WHITE: And ShadowFall confirmed to us that it still holds a 

short position on IQE shares.  Those shares actually rose in value in the month after the 

report, but are now back to roughly the level they were at when the report was released in 

February. 

 

ACTUALITY MAKING TEA  

 

WHITE: I think you’re … for the tea. 

 

WEIGHT: A proper china teapot, it was a wedding present. 

 

WHITE: They make good tea, the 40 year old ones, I hear. 

 

WEIGHT: Yes, Wedgewood. 

 

WHITE: Caught in the middle of all of this are the retail 

investors – not big institutions handling other people’s money, but individuals putting in their 

own cash. 

And so yes, the golf balls on the back lawn. 

 

WEIGHT: I had a little chipping problem yesterday so I’ve been 

practising … 

 

WHITE: Oh right, okay. 

 

WOMAN: How many? 

 

WHITE: Two.  Lovely, thank you. 

When he’s not practising his golf swing, Cliff Weight is keeping a keen eye on the stock 

market – he’s got some of his retirement nest egg invested in shares.  He admits he’s no 

Warren Buffett, but he does okay. 
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WHITE cont: Why do you think you’re the person who can kind of  

pick a winner, as it were? 

 

WEIGHT: I’ve had 30 years’ experience as a remuneration 

consultant, meeting lots of different companies, talking to their Chief Executives, directors 

about their business strategies and their finances, and I gained a pretty good understanding 

there.  I think I can probably sniff out the companies who are actually good ones and the ones 

who are – what do we call it?  Puffing it up. 

 

WHITE: Cliff Weight bought shares in IQE in 2016 after seeing 

them present at a roadshow.  He was impressed with the tech they were developing.  The 

share price was rising steadily – Cliff even sold some shares for a profit. 

And then suddenly something changes.  What was the first inkling you had that something 

was different? 

 

WEIGHT: I usually make a habit of looking at share prices at least 

once a month, and that’s when I started noticing the share price was going down.  Then I 

think I heard from someone else that they were being shorted and I looked it up and I found 

the short tracker service on the web, and it shows me how many shares are shorted. 

 

WHITE: Cliff Weight was shocked to see the spike in short 

selling in IQE and began to question the company he’d sunk some of his money into. 

Do you have concerns about how this kind of behaviour impacts on the actual company 

itself? 

 

WEIGHT: Well yes, because they’re going to be employing 2,000 

people in Wales, in Cardiff.  People are making lifetime decisions – shall I go and change my 

current employer to this one?  And instead of having a share price which has been rising up 

nicely, suddenly they see their share price going up and down like a yoyo and all these scare 

stories all over the newspapers.  This is not good news for the company. 

 

WHITE: Meantime, Cliff Weight is in a bind.  What should be 

believe? Negative reports about IQE are public, but the company refutes them. Should he 

stick or sell? 
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WHITE cont: Presumably that’s a thought going through your head 

when you’re watching the short sellers and you’re watching the share price – you’re thinking, 

hey, maybe somebody out there has got really good information and maybe I should just sell 

now.  That must feed into the calculus. 

 

WEIGHT: Yes.  Of course, as soon as I’ve thought that, 

everybody else has thought that as well, so by the time I have actually got round to thinking 

about it, the share price will have reduced.  I’m too late to have actually sold my shares by 

the time I actually find out about it.  That’s for the full-time traders who can actually do that; 

I’m not going to be able to compete with that, I know I’m not, so I’m not going to try and 

second guess it.  I just have to be a taker of this. 

 

WHITE: And meanwhile, you have got to sit tight and hold on 

to shares that might go down in value? 

 

WEIGHT: Yes, they might well do.  I mean, I bought shares for 

the long term and really what I’ve ended up with are casino chips, because they could go 

either way in the next few months. 

 

WHITE: More generally, for other companies, short selling can 

be malicious and it can affect far more than just the share price, according to Sharesoc’s 

Mark Northway. 

 

NORTHWAY: The shorting activity in particular is on occasions 

intended to actually destroy companies and close companies.  And where that is happening, 

it’s a very brave investor who sits it out and simply says, ‘I’m comfortable that this will fail 

and that therefore I’m okay remaining invested.’  And again, the psychology takes over and 

he’ll simply say, ‘The stock is moving down, I can sell out and I can replace this trade at a 

lower price if I believe the company’s going to survive.’  Again, evidence suggests that very 

few investors manage that, in order to come out of a stock and go back into a stock at a profit, 

you have to make two correct decisions, and most of us are not very good at that. 
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WHITE: The short sellers we’ve spoken to would say, look, we 

simply do the legwork, we do the research and we do the kind of research which, frankly, if 

you’re buying shares in a company, you should be doing yourself.  A lot of it is public 

information.  Your members, your retail investors should be doing the kind of legwork we’re 

doing. 

 

NORTHWAY: And I agree with that, they are perfectly entitled to do 

the research and to identify a trade and to put that trade on.  It’s the process after that in terms 

of promulgation of news and in particular false news or overstated news with a dubious 

intention, which is the part that needs to be looked at more closely. 

 

WHITE: In terms of spreading news, it’s hard to overstate the 

influence of technology, according to Michael McKee, a partner at Law firm DLA Piper, 

which has been researching the activist short seller world.   

 

MCKEE: Technology basically makes it much easier to 

disseminate false and misleading information faster.  And also you can spread it through a 

much wider range of media than would have been easy to do maybe ten, twenty years ago, so 

you now have social media, internet as well as traditional news information sources. 

 

WHITE: Activist short sellers like Marc Cohodes would argue 

that what they publish online is just fair comment on a company’s performance.  So how do 

you prove that fair comment isn’t, well, fair? 

 

MCKEE: The law essentially draws a distinction between what 

you might call legitimate fair comment and fair research and false and misleading 

information, so that’s where the line falls.  If someone just has a very critical and negative 

view of your company, but they have a proper rationale and proper factual evidence to 

support the argument that they’re making, that’s legitimate.  And the mere fact that they short 

sell you, your company shares is also legitimate.  So the key thing here is that if you are 

seeking to challenge what’s been done, you have to show it’s false and misleading, it’s been 

done deliberately and the person who’s done it did not really believe the information that they 

put out.   

  



- 16 - 

WHITE: False is false – that’s reasonably easy to prove in some 

cases.  But misleading is an interesting one in that I could take 1% of information about a 

company, the worst 1%, put it out there and say, well, this is the company, it’s clearly a 

basket case. Would that qualify as misleading? 

 

MCKEE: So misleading information, in that sense, would have 

an element of, this is clearly a distortion of the truth.  It is one of the reasons why it’s quite 

difficult, both for a regulator to take effective action against this sort of activity, and it’s also 

why it’s quite difficult for a company.   

 

WHITE: But of course the activist short sellers are operating not 

just in the UK, but globally.  South Africa’s corporate world has already been rocked by the 

activist short sellers, who exposed a giant fraud in the country in December.  They’ve now set 

their sights on an even bigger target – one of the country’s leading banks, Capitec.  

 

EXTRACT FROM VIDEO 

 

PRESENTER: How to apply for credit.  You can apply on the Capitec 

Bank website.  You can SMS your ID number to 30605. 

 

WHITE: It’s an institution with an important role in the country, 

as Yunus Carrim, chairman of South Africa’s Parliamentary Finance Committee explains. 

 

CARRIM: Capitec is now the fifth largest bank in South Africa.  

It’s done remarkably well by any measure.  Capitec is drawing on a clientele who might 

otherwise go to loan sharks, who charge the poor and vulnerable extremely high interest 

rates, far higher than Capitec does at the moment. 

 

ACTUALITY ON STREET 

 

WHITE: Opinion about the bank among some of its customers 

in Capetown seems fairly rosy. 
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WOMAN: I’ve always been impressed with Capitec and in fact 

I’ve taken quite a few of my friends to open accounts. 

 

MAN: Since I’m a freelancer, you know, so it’s very difficult 

to get the paperwork, where you are employed and everything, so it was easy for me to open 

an account with Capitec. 

 

WOMAN 2: I mean, I’ve been with Capitec for years.  I have two 

daughters who are actually aged 4 and 7, and I have cards for them as well.  I think it’s great. 

 

WHITE: In January, a company called Viceroy put out an online 

report, alleging financial irregularities at Capitec.  It called the bank ‘a wolf in sheep’s 

clothing’.  It questioned whether Capitec could avoid the problems experienced by similar 

competitors in this kind of microfinancing sector, and highlighted what Viceroy considered to 

be risks in Capitec’s loans portfolio.  The shockwaves from the allegations were significant. 

Viceroy was such a big name in activist short selling, that even before its report on Capitec 

went live, just the rumour that it was about to publish news about South Africa was enough to 

damage share prices of several of the country’s big firms.  For Capitec, a bank that prided 

itself on serving South Africa’s poor, the allegations were shocking.  The Finance Committee 

was deeply concerned and called in the country’s financial regulators, but they gave the bank 

a clean bill of health, says Yunus Carrim. 

 

CARRIM: At this stage, none of our regulators have found any 

substance in Viceroy’s allegations.  And if Capitec were to go down, that would undermine 

the financial system.  That is yet another reason why our pre-occupation with Capitec.  But  

we are especially concerned that if Viceroy is making these allegations simply to advance 

short selling and their own profit motives at the expense of low income depositors in this 

country, it’s utterly reprehensible. 

 

ACTUALITY IN LONDON 

 

WHITE: So who is behind Viceroy?  It turns out one of their 

key members is a Brit and he happens to be in London right now, so we’ve arranged to meet 

him on this street corner here in the West End.  I’m hoping he turns up. 
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WHITE cont: Ah, here he is now.  I’m Geoff, good to see you. 

 

PERRING: Pleased to meet you. 

 

WHITE: Thanks for having us. 

 

PERRING: You’re welcome. 

 

WHITE: Shall we find somewhere we can have a chat? 

 

PERRING: Yeah, go for it. 

 

WHITE: Thank you. 

 

PERRING: Let’s go. 

 

WHITE: Even his opening interview statement was very 

unusual. 

 

PERRING: I’m a short seller.  My name’s Fraser Perring.   

Previously a social worker, struck off in 2014, and now a full time conviction investor.  

 

WHITE: Fraser Perring worked for Lincolnshire County 

Council as a social worker until a dispute over a child custody issue in 2013.  He left the 

profession and began investing full time.  Unsurprisingly perhaps, he’s standing by his 

interpretation of Capitec’s performance, and the wider microfinance sector in South Africa. 

 

PERRING: We had evidenced a trend which was unique, and the 

trend was the defaults.  Everyone else in the sector is suffering, bar one company.  So are 

they well run?  Could be.  Or is it the fact that they, shall we say, are changing the definition 

of what’s a bad loan?  We published a report, they put out a rebuttal denying anything that 

we’ve said. 
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WHITE: But we’ve spoken to somebody who’s, as an MP in 

South Africa, spoken to all the regulators, who aren’t backing what you’ve said. 

 

PERRING: So you have a regulator that comes out and says, we’re 

really happy with the financial position - you have an endorsement, in essence, for the 

company, but amazingly, everyone on the ground is saying different.  So who’s right? 

 

WHITE: Capitec said Viceroy’s report is filled with factual 

errors and have registered a complaint with the country’s Financial Services Board.  More 

generally, Fraser Perring says his work as an activist short seller is simply challenging the 

overly positive view put out by company investor relations departments. 

 

PERRING: Remember, we don’t invent or create what the 

company does; it’s the directors that actually conduct the, shall we say the dishonesty or the 

company’s in structural decline, but the directors aren’t admitting it.  Or the sales are fake or 

certain stores don’t exist  - in reality it’s falling apart.  The entire frustration, I think, from 

short selling is the fact that it takes so much longer for the market to wake up. 

 

WHITE: And one motive which is coming across loud and clear 

through what you’re saying is the truth motive. 

 

PERRING: Yeah.  Yeah. 

 

WHITE: We need the truth about these companies and the 

market isn’t getting it for us, but people like yourself are going to dig until you get it.  As a 

journalist I do respect that.  On the other hand, you’ve got another motive, which is I’m going 

to bet that I’m right, and when the share price goes down, I’ll get a payoff.  What we have to 

trust in you is that one motive isn’t infecting the other, that your profit motive isn’t skewing 

your truth motive. 

 

PERRING: The profit comes from the truth - so as long as you’re 

truthful, your profit’s there. 

  



- 20 - 

WHITE: But you’re going to potentially skew as many facts as 

you can towards the negative to make the profit motive come true. 

 

PERRING: Do you have to skew them or just state them? 

 

WHITE: Fraser Perring’s approach has made him deeply 

unpopular in some quarters.  He claims he’s had threats of violence made against him and his 

family.  And South Africa isn’t the only place where his research is under question by the 

authorities.  In Germany, both the state prosecutor and the financial regulator are looking into 

his company’s methods of publishing and the effect it’s had on German firms.  So, what do 

you trust?  Fraser Perring’s analysis?  Or that of the companies he reports on?  Cherry-

picking the facts has always been possible, but with so much information now available, how 

can you make a decision – especially when the clock is ticking and the share price is 

plunging?  Sharesoc’s Mark Northway believes the regulator, the Financial Conduct 

Authority, should be doing more. 

 

NORTHWAY: The first thing the regulator needs to be doing is being 

proactive, and it needs to be the case that people who are involved in the promulgation of 

dubious information - and in particular where they’re misbehaving by communicating with a 

company and effectively threatening the company on a continuous basis - then there needs to 

be a close examination of what they’re doing and where that behaviour falls on the wrong 

side of the line.  At the moment, I think that many smaller offences go completely unnoticed 

and completely unpunished.  

 

WHITE: The Financial Conduct Authority told us they 

investigate all suspicious activity and are committed to ensuring that they’re always 

improving their ability to detect, investigate and take action using all powers available to 

them.  The difficulty though with the sheer volume of often contradictory reports, comments 

and gossip available is just who and what to believe.  Gemma Godfrey says fake news has a 

psychological power – investors react to it– without necessarily knowing the reliability of 

what’s reported. 

 

GODFREY: The difficulty in a short selling environment is that 

somebody will be trying to profit from the value of the shares going down, so there’ll be a lot 
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GODFREY cont: of negative news out there, and this can spook the 

markets and make people scared, and what can happen is, is that a share price could fall, 

potentially not because there’s a change in the company, but just because there is a change of 

sentiment.  This can then scare everyday investors, and what tends to happen is, people tend 

to sell at the bottom and buy at the top.  At times when people are being spooked, other 

people continue to run for the door and sell at the wrong points rather than just carrying on 

with the confidence to know that actually there is an underlying value in the company. 

 

WHITE: Retail investor Cliff Weight says one way for 

companies to take control of this – and help people like him – is not to sugar coat the bad 

news, but to get ahead of the short sellers and just be more honest. 

 

WEIGHT: There’s too many companies in the UK who are 

reluctant to tell bad news.  Much better if the managers and directors actually are honest and 

open about these things as soon as possible.   The man in the street, we have got to protect his 

pension, his insurance policies, and they are invested in the stock market, and so we’ve got to 

make sure that there is trust in the stock market between the investors and the directors. 

 


