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Introduction 

This research report examines securities lending volatility on a per security basis, based upon the sector 

which the security is classified within. Similar to our other research report titled, “Securities Lending 

Volatility: Research and Results” dated January 2022, we construct our securities lending volatility 

indicator based upon the variation of rates charged to borrow securities; average weighted by the 

outstanding shares being transacted. After this raw value is computed, we apply a proprietary formula 

to normalize the data, and then group the securities based on the sector they exist within.  

The underlying securities lending transactional dataset provided to Tidal Markets contains over 16 

billion shares of outstanding securities loans daily, spanning over 5,000 securities.  

Within this report we examine the securities lending volatility of US equities on a per sector basis. We 

back test securities lending volatility to 8 years and 2 months of historical stock price data, from 

January 2014 to February 2022.  

We compare securities lending volatility to stock price performance within their respective sectors. 

We juxtapose higher thresholds of securities lending volatility against time and assess the impact it has 

to the performance of securities within their sectors. We conclude by analyzing charts to objectively 

view the impact securities lending volatility has at the individual sector level.  

Analysis Framework 

To start our analysis, we classified 8 years and 2 months of securities lending volatility data based upon 

the sector in which the security resided within. By tabulating each security by its respective sector, this 

provided the basis for back testing the data.   

Consistent with our other volatility research reports, we analyzed data in the Top 20%, 5%, 1%, 0.5% 

and 0.1% most volatile thresholds, per each respective sector. The total number of instances per 

security, per sector and volatility threshold, can be found in the table below.  

Sector Total # Top 20% Top 5% Top 1% Top 0.5% Top 0.1% 

Basic Materials 259,638 51,928 12,982 2,596 1,298 260 

Communication 
Services 

290,177 58,035 14,509 2,902 1,451 290 

Consumer 
Cyclical 

679,409 135,882 33,970 6,794 3,397 679 

Consumer 
Defensive 

297,955 59,591 14,898 2,980 1,490 298 

Energy 329,836 65,967 16,492 3,298 1,649 330 

Financial 
Services 

1,092,764 218,553 54,638 10,928 5,464 1,093 

Health Care 1,035,899 207,180 51,795 10,359 5,179 1,036 

Industrials 820,186 164,037 41,009 8,202 4,101 820 

Real Estate 404,869 80,974 20,243 4,049 2,024 405 

Technology 811,682 162,336 40,584 8,117 4,058 812 

Utilities 154,883 30,977 7,744 1,549 774 155 

Exhibit 1 
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To be clear, we removed all securities with less than $1 million market cap. We also removed securities 

with a Day 1 stock price of less than one dollar. The rationale for omitting stocks with these two filters 

was due to the lack of underlying price and/or securities lending transactional data.  

After classifying each security by their sector, we calculated the securities lending volatility indicator 

for every security, for every day, from January 2014 to February 2022. We then sorted the entire list 

of values from most to least volatile.  

Based on the total number of instances per each sector, we were able to determine the volatility value 

at each threshold, provided in the table below.  

Sector Top 20% Top 5% Top 1% Top 0.5% Top 0.1% 

Basic Materials 8.595 12.430 16.891 18.448 23.405 

Communication 
Services 

9.458 13.861 19.060 21.416 25.690 

Consumer Cyclical 8.258 12.426 18.070 20.115 23.545 

Consumer 
Defensive 

8.975 13.410 18.958 20.748 23.499 

Energy 10.321 15.048 19.675 21.344 24.665 

Financial Services 8.708 12.179 17.396 19.447 23.175 

Health Care 10.057 15.360 20.254 21.854 24.836 

Industrials 8.120 11.912 17.534 19.168 22.472 

Real Estate 7.990 11.399 16.604 18.450 22.500 

Technology 8.665 12.877 18.752 20.828 24.395 

Utilities 8.580 12.881 17.037 18.468 22.318 

Exhibit 2 

For example, when we refer to the Top 20% of Consumer Defensive, we refer to all consumer 

defensive stocks that had a securities lending volatility value of 8.975 or higher, on any day between 

January 2014 and February 2022. When we refer to the Top 0.1% of Consumer Defensive, we increase 

the volatility threshold to consist of all consumer defensive stocks with a volatility value of 23.499 or 

above. The purpose is to compare the behavior of stocks within each threshold, per each sector.  

When we do compare the behavior of stocks, we report both mean and median methods of averaging 

where it is applicable. We chose to report both numbers because our goal is to establish accuracy in 

the reporting of central tendency. Technically if an underlying dataset is normally distributed with 50% 

of the data on the right and the left, then the mean average and median average would be the same – 

but we found this is not the case and hence why we report both. 

The last part of our framework worth clarifying is when we apply time variables to our analysis. 

In this report we track the performance of stocks within 3, 7, 15, 30, and 60 day time frames. Meaning, 

if ABC Consumer Defensive stock had a securities lending volatility value of 8.975 on 3/4/2021 then 

it qualifies for our Top 20% Consumer Defensive threshold and we analyze the stocks 3 day 

performance based on data reported at the close of business on 3/9/2021, the 7 day performance as 

of 3/15/2021, the 15 day performance as of 3/25/2021, et cetera. 

If ABC Consumer Defensive stock had a securities lending volatility value of 8.801 the following day, 

3/5/2021; since it is below our 8.975 Top 20% Consumer Defensive sector threshold, then it would 

not qualify for that day. We of course would still analyze the stock from its original 3/4 appearance. 



 
Securities Lending Volatility: Sector Analysis March 2022 

Tidal Markets LLC 
3 

 

Nonetheless, if ABC stock does creep back above 8.975 on the proceeding day, 3/8/2021, or to be 

more precise, on any day within the 8 years and 2 months of data we examined, it would be captured 

within our dataset for analysis. 

The securities lending volatility values within each threshold, per each sector, and any associated time 

frame comparison, form the basis of our analysis contained within the remainder of this report. 

The Sector Litmus Test 

From our other research report titled, “Securities Lending Volatility: Research and Results” dated January 

2022, we studied securities lending volatility under the purview of market capitalization. We were able 

to determine that when we classify securities based on micro, small, medium, and large capitalization 

tiers; it became evident that those with securities lending volatility in the Top 20% thresholds and 

above produced increasingly negative returns, irrespective of time duration.  

With such impactful results we had to ask ourselves, “Did we just get lucky?”. Was the method of 

utilizing market capitalization too broad? Was using only four categories for analysis an oversimplified 

approach? How could we try to dispel our notions? What sort of other litmus test could we use to 

reenforce (or weaken) the findings of our research? 

Alas, we decided upon The Sector Litmus Test. 

We decided to reclassify the data under a more diverse set of criteria: sectors. By utilizing sectors, we 

broaden the number of categories nearly three-fold and use eleven distinct categories for analysis. 

Additionally, we inherently remove the market capitalization bias that existed before, since each sector 

now contains a composition of all market capitalization tiers. By increasing the number of categories 

for analysis and removing potential market cap bias, we now have our litmus test approach – but now 

the question begs, will it hold up? 

Our goal in this report is to assess whether securities lending volatility can remain an indication of 

stock market activity when we evaluate the data based on sector.   

We find ourselves asking the following questions: 

1. How does securities lending volatility relate to stock price returns, by sector? 

2. How do stock price returns vary when we apply time duration? 

3. Are there sectors more sensitive to securities lending volatility than others? 

4. And ultimately, do our new results pass the litmus test? 

One caveat to this report than others we’ve written is that we’re going to ask all four questions per 

sector. So instead of asking question #1, then answering it with a multitude of sector charts before 

moving onto #2 and repeating the same thing; we decided that it would be more presentable if we 

answered all questions (and thereby showcased all information) as we review each sector. This not 

only simplifies the evaluation method of analyzing each sector one-by-one, but it also reduces the look 

of a cluster of illustrations all at once, and instead allows the reader to review each sector individually.  

 

With that said, we abbreviate the top four questions by using the following statements, found within 

each sector below: 

1. Stock Price Returns 

2. Stock Price Returns Over Time 

3. Sector Sensitivity 

4. Litmus Test Results  
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Methodologies 

Having proven that securities lending volatility produces negative returns within market capitalization 

tiers, we’ve now sought out to prove if the same holds true for sectors. To remind our readers the 

methodologies we employ for each set of analysis, we have reiterated the techniques applied below. 

Stock Price Returns 

Our hypothesis here is: do stocks that appear in higher securities lending volatility thresholds within 

each sector; (1) have a lower stock price return than the average, and (2) does higher thresholds of 

volatility equate to more negative returns?  

Let us walk through one chart example. 

In Exhibit 3 we examine Consumer Defensive 

Stocks with their mean average 3-day percentage 

annualized return.  

Beginning at the left-most side, Top 20%. 

In long-winded form, we took all Consumer 

Defensive stocks that had a securities lending 

volatility value in the Top 20% threshold, thereby, 

59,591 consumer defensive stock instances 

(Exhibit 1) which had a volatility value of 8.258 

or higher (Exhibit 2). We then looked at the stock 

price of those 59,591 securities on whichever date they appeared, found its stock price on that day, 

labeled it as Day 1, found the Day 3 price, and calculated the 3-day price return. We did this for all 

59,591 stocks. Once we had each individual stocks’ 3-day price return, we calculated the mean average 

across all instances. This resulted in a mean average 3-day compounded annualized return of -2.61%. 

To obtain the average, we repeated the same steps above but for all 297,955 consumer defensive 

security instances and their 3-day price return. This resulted in a return of 4.34%. 

We utilize this same methodology for calculating stock price return across all sectors, volatility 

thresholds, and time periods, and present it in table format.  

Stock Price Returns Over Time 

We approach this question by examining the distributions of returns for all securities within each 

sector and their thresholds, across time. Unlike the stock price return technique implored above, for 

this set of analysis we instead use non-annualized returns and bucket out the # of occurrences of a 

stock’s price performance based on tranches of ten percent.  

Let us walk through one chart example. 

In Exhibit 4 we examine the Top 20% Consumer 

Defensive Stocks in a 60-day non-annualized 

return: 

- 23.91% return -30% or more 

- 11.45% return between -20% and -30% 

- 17.85% return between -10% and -20% 

- 18.86% return between 0 and -10% 

      Exhibit 3 

      Exhibit 4 
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- 0% returns 0 

- 15.15% return between 0 and 10% 

- 5.05% return between 10% and 20% 

- 1.68% return between 20% and 30% 

- 6.06% return between 30% or more 

Note, to be concise for our audience we only show the Top 20% and Top 0.1% thresholds, the two 

ends of our volatility spectrum, within the 3, 7, 15, 30, and 60 Day periods within each sector. These 

charts are sufficient at highlighting the inferences necessary to perform our analysis. 

We present this stock price return over time analysis in bar chart format.  

Sector Sensitivity 

We analyze sensitivity by reframing the way we interpret the values found in the Stock Price Returns Over 

Time charts. Instead of looking at the total number of occurrences based on tranches, we aggregate all 

of the columns to the left of zero and combine the data to see what the total percentage of negative 

returns is per each volatility threshold.  

For example, going back to Exhibit 4, we sum up all values between 0 and -30% or more (18.86%, 

17.85%, 11.45%, 23.91%) and find that 72.05% of Consumer Defensive stocks with a Top 0.1% 

volatility threshold return negatively within 60 days. 

We perform this same aggregation across all thresholds and present it in single row table format.  

Litmus Test Results 

Lastly, to answer our ultimate question of whether securities lending volatility can remain an indication 

of stock market activity when we evaluate the data based on sector, we form our conclusion based on 

the three previously examined questions of stock return, return over time, and sector sensitivity. The 

results of these tests determine the outcome of our findings.  

After understanding the methodologies used, lets now see the data across all sectors. 

Note, in the following chart series the font color green signifies that the value is less than the Average 

value, the color orange signifies it is the same value as the Average, and red is above the Average. 

Basic Materials 

Volatile stocks within the Basic Materials sector produced strong negative returns, especially at the higher 

thresholds of 1% and above.  

As we can see from the stock price returns table (Exhibit 5), the median return of all stocks in the 1% threshold 

and above was nearly -20% or higher, and it moved closer to the average of -50% in the 0.1% threshold. These 

are drastically negative stock price returns. To put this into literal terms, of the 2,596 occurrences (Exhibit 1) 

where a stock had a securities lending volatility value of 16.891 or above (Exhibit 2) – the median annualized 

return was -20% or more.  

We of course do see mean average return values in the 20%, 5%, and a single occurrence in the 1% - where 

stocks had a higher return than their sector average. But most importantly, that was the mean average, not the 

median average (or 50th percentile). The median average in these thresholds were primarily in the negative single 

digits, well below the sector average and congruent with our hypothesis.  

When we examine the bar charts in the stock price returns over time (Exhibit 5 – 15), we start off by seeing 

distributions primarily concentrated in the 0 to -10% and 0 to +10% buckets for the Top 20%, regardless of 
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time period – though the tail-ends of the charts start to expand as time progresses. Nonetheless, when we 

examine the Top 0.1% charts, we see as time durations increase that the distribution of occurrences begins to 

move to the left side of the chart, indicating more negative occurrences. For instance, the percentage of 

securities that had a return of -30% or more from periods 3, 7, 15, 30 and 60 were 1.17%, 5.06%, 9.34%, 

19.07%, and 35.80%, respectively.  

To focus on that 30 day time period that we just highlighted, this translates into any Basic Materials stock that 

hit a securities lending volatility value of 23.405 or above (Exhibit 2) which happened 260 times (Exhibit 1) in 

the last 8 years and 2 months, 19.07% of the time the stock decreased by -30% or more within 30 days, and 

35.80% of the time within 60 days. 

Lastly, when we look at the sector sensitivity table (Exhibit 16), we’re looking at the percentage of negative 

returns within each volatility threshold. So, for the Top 20%, irrespective of time duration, only about 49% of 

stocks were negative. As we move that threshold dial to the right, stocks that had higher securities lending 

volatility overall produced a greater percentage of negative stock price returns. Generally speaking, if a Basic 

Material stock appeared in the Top 1% threshold, it had a 55% chance of returning negative; in the Top 0.5% 

threshold, it had a 60% chance; and if it was in the Top 0.1% it had a 70% chance of returning negative.  

Overall, the Basic Materials sector was strongly in tune in producing negative stock price returns for stocks that 

appeared in higher thresholds of securities lending volatility.  

Stock Price Returns 

Basic Materials 

Most Volatile 20% 5% 1% 0.5% 0.1% Avg. 

3 Day Mean 10.93% 18.88% 6.57% 0.87% -44.18% 7.65% 

Median 0.00% -3.01% -20.25% -21.91% -30.93% 2.58% 

7 Day Mean 19.32% 30.20% 23.17% -4.76% -62.49% 13.93% 

Median 0.00% -8.13% -25.73% -26.61% -38.99% 4.97% 

15 Day Mean 16.87% 24.57% 9.92% -15.00% -62.55% 13.19% 

Median 0.00% -7.14% -23.00% -30.71% -49.58% 6.14% 

30 Day Mean 16.56% 23.15% 7.27% -6.64% -63.79% 13.70% 

Median 1.77% -4.07% -18.99% -32.61% -53.04% 7.47% 

60 Day Mean 13.47% 17.04% 7.49% -3.60% -66.31% 13.16% 

Median 0.00% -6.38% -19.62% -41.14% -65.52% 6.24% 

Exhibit 5 

 

Stock Price Returns Over Time 

  
 Exhibit 6     Exhibit 7 
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 Exhibit 8     Exhibit 9 

 

 
 Exhibit 10     Exhibit 11 

 

 
 Exhibit 12     Exhibit 13 

 
 Exhibit 14     Exhibit 15 

 

Sector Sensitivity 

Time Duration Top 20% Top 5% Top 1% Top 0.5% Top 0.1% 

3 Days 49.31% 50.24% 53.55% 53.62% 57.20% 

7 Days 49.24% 51.02% 54.22% 55.90% 58.75% 

15 Days 48.97% 50.79% 54.68% 57.78% 74.39% 

30 Days 49.63% 52.12% 55.39% 60.14% 77.43% 

60 Days 49.43% 53.81% 60.69% 67.06% 77.82% 

Exhibit 16 
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Litmus Test Results 

Volatile stocks within the Basic Materials sector produced strong negative returns, especially at the higher 

thresholds of 1% and above.  

 

Communication Services 

Volatile stocks within the Communication Services sector produced very strong negative returns, especially at 

the higher thresholds of 1% and above.  

As we can see from the stock price returns table (Exhibit 17), the median return of all stocks in the 1% threshold 

and above was nearly -40% or higher, and it moved closer to the average of -55% in the 0.1% threshold. These 

are drastically negative stock price returns. To put this into context, of the 2,902 occurrences (Exhibit 1) where 

a stock had a securities lending volatility value of 19.060 or above (Exhibit 2) – the median annualized return 

was -40% or more.  

We of course do see mean average return values in the 20% and 5% thresholds, where stocks had a higher 

return than their sector average. But most importantly, that was the mean average, not the median average (or 

50th percentile). The median average in these thresholds were in the negative single or double digits, well below 

the sector average and congruent with our hypothesis.  

When we examine the bar charts in the stock price returns over time (Exhibit 18 – 27), we start off by seeing 

distributions primarily concentrated in the 0 to -10% and 0 to +10% buckets for the Top 20%, regardless of 

time period – though the tail-ends of the charts start to expand as time progresses. Nonetheless, when we 

examine the Top 0.1% charts, we see as time durations increase that the distribution of occurrences begins to 

move to the left side of the chart, indicating more negative occurrences. For instance, the number of securities 

that had a return of -30% or more from periods 3, 7, 15, 30 and 60 were 2.77%, 6.92%, 12.80%, 21.11%, and 

34.26%, respectively.  

To focus on that 30 day time period that we just highlighted, this translates into any Communication Services 

stock that hit a securities lending volatility value of 25.690 or above (Exhibit 2) which happened 290 times 

(Exhibit 1) in the last 8 years and 2 months, 21.11% of the time the stock decreased by -30% or more within 

30 days, and 34.26% of the time within 60 days.  

Lastly, when we look at the sector sensitivity table (Exhibit 28) for the Top 20%, irrespective of time duration, 

only about half of the time stocks were negative. Though as we increase in volatility threshold, stocks that had 

higher securities lending volatility overall produced a greater percentage of negative stock price returns. 

Generally speaking, if a Communication Services stock appeared in the Top 1% threshold, it had a 60% chance 

of returning negative; in the Top 0.5% threshold, it had a 65% chance; and if it was in the Top 0.1% it had a 

70% chance of returning negative.  

Overall, the Communication Services sector was strongly correlated in producing negative stock price returns 

for stocks that appeared in the highest thresholds of securities lending volatility.  

Stock Price Returns 

Communication Services 

Most Volatile 20% 5% 1% 0.5% 0.1% Avg. 

3 Day Mean 10.09% 12.86% -23.99% -42.19% -59.27% 7.33% 

Median -0.84% -12.21% -43.06% -46.59% -50.34% 0.00% 

7 Day Mean 16.17% 26.60% -26.63% -50.14% -27.24% 10.97% 

Median -2.88% -18.13% -52.68% -59.85% -55.11% 0.00% 

15 Day Mean 16.11% 31.74% -26.49% -48.95% -8.48% 10.69% 
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Median -3.27% -17.25% -49.25% -62.54% -54.70% 1.57% 

30 Day Mean 15.10% 30.17% -19.11% -54.35% -39.80% 10.80% 

Median -2.53% -13.16% -43.63% -59.85% -69.38% 3.05% 

60 Day Mean 12.51% 23.66% -7.24% -40.35% -52.37% 9.84% 

Median -4.15% -12.57% -41.80% -58.48% -63.81% 2.52% 

Exhibit 17 

Stock Price Returns Over Time 

 
 Exhibit 18     Exhibit 19 

 

 
 Exhibit 20     Exhibit 21 

 

 
 Exhibit 22     Exhibit 23 

 

 
 Exhibit 24     Exhibit 25 
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 Exhibit 26     Exhibit 27 

 

Sector Sensitivity 

Time Duration Top 20% Top 5% Top 1% Top 0.5% Top 0.1% 

3 Days 50.06% 52.17% 58.58% 59.75% 60.21% 

7 Days 50.51% 53.28% 59.42% 62.96% 63.32% 

15 Days 50.62% 53.21% 61.10% 66.25% 68.51% 

30 Days 51.80% 55.03% 64.61% 70.44% 74.39% 

60 Days 52.55% 54.70% 64.43% 68.76% 74.39% 

Exhibit 28 

Litmus Test Results 

Volatile stocks within the Communication Services sector produced very strong negative returns, especially at 

the higher thresholds of 1% and above.  

 

Consumer Cyclical 

Volatile stocks within the Consumer Cyclical sector produced strong negative returns, especially at the higher 

thresholds of 1% and above.  

As we can see from the stock price returns table (Exhibit 29), the median return of all stocks in the 1% threshold 

and above was nearly -20% or higher, and it moved closer to the average of -60% in the 0.1% threshold. These 

are drastically negative stock price returns. To put this into perspective, of the 6,794 occurrences (Exhibit 1) 

where a stock had a securities lending volatility value of 18.070 or above (Exhibit 2) – the median annualized 

return was -20% or more.  

We of course do see mean average return values in the 20% and 5% thresholds, where stocks had a higher 

return than their sector average. But to highlight, that was the mean average, not the median average (or 50th 

percentile). The median average in these thresholds were either zero, or in the negative double digits, well below 

the sector average and congruent with our hypothesis.  

When we examine the bar charts in the stock price returns over time (Exhibit 30 – 39), we see distributions 

primarily concentrated in the 0 to -10% and 0 to +10% buckets for the Top 20%, regardless of time period – 

though the tail-ends of the charts start to expand slightly as time progresses. Nonetheless, when we examine 

the Top 0.1% charts, we see as time durations increase that the distribution of occurrences begins to move to 

the left side of the chart, indicating more negative occurrences. For instance, the number of securities that had 

a return of -30% or more from periods 3, 7, 15, 30 and 60 were 1.47%, 4.71%, 10.90%, 17.08%, and 32.70%, 

respectively.  
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To focus on that 60 day time period that we just highlighted, this translates into any Consumer Cyclical stock 

that hit a securities lending volatility value of 23.545 or above (Exhibit 2) which happened 679 times (Exhibit 

1) in the last 8 years and 2 months, 32.70% of the time the stock decreased by -30% or more within 60 days.  

Lastly, when we look at the sector sensitivity table (Exhibit 40) for the Top 20%, irrespective of time duration, 

only about 49% of stocks were negative. Though as we increase in volatility, stocks that had appeared in higher 

volatility thresholds overall produced a greater percentage of negative stock price returns. Generally speaking, 

if a Consumer Cyclical stock appeared in the Top 1% threshold, it had a 55% chance of returning negative; in 

the Top 0.5% threshold, it had a 58% chance; and if it was in the Top 0.1% it had a 65% chance of returning 

negative.  

Overall, the Consumer Cyclical sector performed well in producing negative stock price returns for stocks that 

appeared in the highest thresholds of securities lending volatility.  

Stock Price Returns 

Consumer Cyclical 

Most Volatile 20% 5% 1% 0.5% 0.1% Avg. 

3 Day Mean 7.55% 10.80% -7.96% -15.44% -51.38% 7.88% 

Median 0.00% -11.48% -23.26% -25.21% -53.73% 2.72% 

7 Day Mean 15.58% 24.41% 0.12% -16.99% -61.26% 14.51% 

Median 0.00% -14.96% -26.94% -32.04% -71.88% 5.21% 

15 Day Mean 15.74% 24.56% 7.58% -8.59% -47.38% 14.36% 

Median 0.00% -14.23% -24.58% -27.03% -63.70% 5.87% 

30 Day Mean 15.70% 26.83% 11.63% -18.42% -39.51% 14.28% 

Median 0.47% -11.95% -24.08% -35.16% -56.89% 6.97% 

60 Day Mean 14.78% 23.02% 4.43% -12.54% -44.14% 13.77% 

Median 0.00% -13.46% -24.10% -37.46% -57.22% 6.51% 

Exhibit 29 

Stock Price Returns Over Time 

 
 Exhibit 30     Exhibit 31 

 

 
 Exhibit 32     Exhibit 33 
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 Exhibit 34     Exhibit 35 

 

 
 Exhibit 36     Exhibit 37 

 

 
 Exhibit 38     Exhibit 39 

 

Sector Sensitivity 

Time Duration Top 20% Top 5% Top 1% Top 0.5% Top 0.1% 

3 Days 49.77% 51.76% 53.03% 53.32% 59.06% 

7 Days 49.36% 52.05% 53.44% 54.13% 59.79% 

15 Days 49.28% 52.67% 55.06% 57.55% 62.59% 

30 Days 49.74% 54.26% 56.91% 61.19% 67.30% 

60 Days 50.12% 55.71% 60.81% 65.61% 76.14% 

Exhibit 40 

Litmus Test Results 

Volatile stocks within the Consumer Cyclical sector produced strong negative returns, especially at the higher 

thresholds of 1% and above.  

 

Consumer Defensive 

Volatile stocks within the Consumer Defensive sector produced moderate-to-strong negative returns across all 

volatility thresholds.   
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As we can see from the stock price returns table (Exhibit 41), nearly all stocks (mean or median) produced 

negative returns. In the 5% threshold we saw the median average was around -15%, and it shifted closer to -

20% and -30% as it moved up to the 1% thresholds and higher. These are considerably negative returns. To 

put this into perspective, of the 2,980 occurrences (Exhibit 1) where a stock had a securities lending volatility 

value of 18.958 or above (Exhibit 2) – the median annualized return was -20% or more.  

When we examine the bar charts in the stock price returns over time (Exhibit 42 – 51), we see distributions 

primarily concentrated in the 0 to -10% and 0 to +10% buckets for the Top 20%, regardless of time period – 

though the tail-ends of the charts expand marginally as time progresses. Nonetheless, when we examine the 

Top 0.1% charts, we see as time durations increase that the distribution of occurrences begins to move to the 

left side of the chart, indicating more negative occurrences. For instance, the number of securities that had a 

return of -30% or more from periods 3, 7, 15, 30 and 60 were 1.35%, 2.02%, 5.05%, 11.78%, and 23.91%, 

respectively.  

To focus on that 60 day time period that we just highlighted, this translates into any Consumer Defensive stock 

that hit a securities lending volatility value of 23.499 or above (Exhibit 2) which happened 298 times (Exhibit 

1) in the last 8 years and 2 months, 23.91% of the time the stock decreased by -30% or more within 60 days.  

Lastly, when we look at the sector sensitivity table (Exhibit 52) for the Top 20%, irrespective of time duration, 

about 50% of stocks were negative. Though as we rise in volatility, stocks that had appeared in greater volatility 

thresholds overall produced a larger percentage of negative stock price returns. Generally speaking, if a 

Consumer Defensive stock appeared in the Top 1% threshold, it had a 58% chance of returning negative; in 

the Top 0.5% threshold, it had a 60% chance; and if it was in the Top 0.1% it had a 64% chance of returning 

negative.  

Overall, the Consumer Defensive sector produced moderately strong negative stock price returns across all 

thresholds of securities lending volatility.  

Stock Price Returns 

Consumer Defensive 

Most Volatile 20% 5% 1% 0.5% 0.1% Avg. 

3 Day Mean -2.61% -8.44% -14.72% -19.48% -18.87% 4.34% 

Median 0.00% -8.00% -9.14% -11.06% -13.71% 3.01% 

7 Day Mean -3.97% -12.82% -21.87% -25.81% -20.77% 7.20% 

Median -2.98% -17.65% -21.54% -23.23% -37.37% 4.66% 

15 Day Mean -2.69% -10.25% -18.68% -28.71% -34.99% 6.98% 

Median -2.94% -16.29% -18.93% -26.81% -37.72% 4.70% 

30 Day Mean -3.04% -11.68% -20.79% -28.04% -27.72% 6.71% 

Median -3.38% -17.46% -24.58% -32.15% -41.17% 5.11% 

60 Day Mean -3.63% -12.60% -21.78% -28.66% -30.50% 6.01% 

Median -3.78% -17.93% -26.76% -34.50% -40.09% 4.44% 

Exhibit 41 
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Stock Price Returns Over Time 

 
 Exhibit 42     Exhibit 43 

 

 
 Exhibit 44     Exhibit 45 

 

 
 Exhibit 46     Exhibit 47 

 

 
 Exhibit 48     Exhibit 49 
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 Exhibit 50     Exhibit 51 

 

Sector Sensitivity 

Time Duration Top 20% Top 5% Top 1% Top 0.5% Top 0.1% 

3 Days 49.82% 51.48% 52.05% 52.69% 54.21% 

7 Days 50.65% 53.15% 54.05% 55.76% 57.58% 

15 Days 51.18% 55.43% 57.91% 60.12% 63.30% 

30 Days 51.84% 57.66% 60.66% 63.80% 70.37% 

60 Days 53.24% 59.91% 64.80% 66.60% 72.05% 

Exhibit 52 

Litmus Test Results 

Volatile stocks within the Consumer Defensive sector produced moderate-to-strong negative returns across all 

volatility thresholds.   

 

Energy 

Volatile stocks within the Energy sector produced overall weak-to-moderate negative returns, with the strongest 

negative returns appearing at the higher thresholds of 1% and above.  

As we can see from the stock price returns table (Exhibit 53), the median return of all stocks in the 1% threshold 

and above was roughly -5% or more, and it moved closer to the average of -20% in the 0.1% threshold. These 

are respectable negative stock price returns. To put this into exact terms; of the 3,298 occurrences (Exhibit 1) 

where a stock had a securities lending volatility value of 19.675 or above (Exhibit 2) – the median annualized 

return was -5% or more.  

We do see both mean and median average return values in the 20% and 5% thresholds where stocks had a 

higher return than their sector average. This innately goes against our hypothesis, and it appears stocks in the 

Energy sector at the Top 20% and 5% securities lending volatility thresholds do not correlate well to negative 

returns. Nonetheless, as we increase to thresholds at the Top 1% and above the correlations flip quite 

considerably. 

When we examine the bar charts in the stock price returns over time (Exhibit 54 – 63), we start off by seeing 

distributions primarily concentrated in the 0 to -10% and 0 to +10% buckets for the Top 20%, regardless of 

time period – and the tail-ends of the charts expand as time progresses. Nonetheless, when we examine the 

Top 0.1% charts, we see as time durations increase that the distribution of occurrences begins to move to the 

left side of the chart, indicating more negative occurrences. For instance, the number of securities that had a 

return of -30% or more from periods 3, 7, 15, 30 and 60 were 1.21%, 4.24%, 9.70%, 9.39%, and 14.24%, 

respectively.  
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To focus on that 60 day time period that we just highlighted, this translates into any Energy stock that hit a 

securities lending volatility value of 24.665 or above (Exhibit 2) which happened 330 times (Exhibit 1) in the 

last 8 years and 2 months, 14.24% of the time the stock decreased by -30% or more within 60 days.  

Lastly, when we look at the sector sensitivity table (Exhibit 64) for the Top 20%, irrespective of time duration, 

just under 50% of stocks were negative. As we rise in volatility thresholds, the probabilities remain fairly muted, 

which is contrary to many other sectors we examined. Generally speaking, if an Energy stock appeared in the 

Top 1% threshold, it had a 52% chance of returning negative; in the Top 0.5% threshold, it had a 55% chance; 

and if it was in the Top 0.1% it had a 57% chance of returning negative.  

Overall, the Energy sector was moderately weak in producing negative stock price returns which correlated to 

securities lending volatility. 

Stock Price Returns 

Energy 

Most Volatile 20% 5% 1% 0.5% 0.1% Avg. 

3 Day Mean 6.51% 8.70% -1.18% -13.20% -32.44% 4.11% 

Median 0.00% -4.30% -6.84% -17.79% -32.44% 0.00% 

7 Day Mean 11.87% 17.22% 2.96% -9.62% -37.91% 9.16% 

Median -0.23% -5.20% -15.29% -23.61% -38.52% 0.00% 

15 Day Mean 11.32% 14.12% 0.85% -6.89% -43.91% 8.68% 

Median 0.00% -2.06% -11.60% -18.35% -32.74% 0.00% 

30 Day Mean 11.50% 13.95% -3.56% -18.25% -39.93% 9.40% 

Median 0.00% -1.15% -8.09% -15.30% -12.66% 0.00% 

60 Day Mean 11.62% 14.24% -0.83% -12.09% -21.56% 9.79% 

Median 1.25% 2.41% -5.09% -13.48% -16.93% 1.11% 

Exhibit 53 

Stock Price Returns Over Time 

 
 Exhibit 54     Exhibit 55 

 

 
 Exhibit 56     Exhibit 57 

 



 
Securities Lending Volatility: Sector Analysis March 2022 

Tidal Markets LLC 
17 

 

 
 Exhibit 58     Exhibit 59 

 

 
 Exhibit 60     Exhibit 61 

 

 
 Exhibit 62     Exhibit 63 

 

Sector Sensitivity 

Time Duration Top 20% Top 5% Top 1% Top 0.5% Top 0.1% 

3 Days 49.91% 50.41% 51.05% 53.19% 56.67% 

7 Days 49.96% 50.20% 51.96% 53.43% 56.06% 

15 Days 49.88% 50.20% 52.66% 55.25% 53.94% 

30 Days 49.19% 48.98% 52.09% 55.92% 58.48% 

60 Days 48.18% 49.82% 54.28% 59.14% 61.21% 

Exhibit 64 

Litmus Test Results 

Volatile stocks within the Energy sector produced overall weak-to-moderate negative returns, with the strongest 

negative returns appearing at the higher thresholds of 1% and above.  
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Financial Services 

Volatile stocks within the Financial Services sector produced weak negative returns, with only true negative 

returns appearing in the 0.1% threshold. 

As we can see from the stock price returns table (Exhibit 65), the median return of all stocks in the 1% threshold 

was harboring around 1%. Nonetheless, as we increased in volatility to the 0.1% threshold, we saw average 

returns of -0.5%, a notably minor difference. Generally speaking, disparities between the returns were very slim 

across all volatility thresholds. Nonetheless, when we contrast either median or mean returns to the Average 

column, we see volatility thresholds figures are still producing lesser returns, which is congruent with our 

hypothesis. We surely do not see the drastic negative returns as we have seen in other sectors, but it is 

undoubtedly inferred that stocks within the highest securities lending volatility thresholds underperform their 

industry peers.   

We of course do see mean average return values in the 1%, and a single occurrence in the 0.5% - where stocks 

had a higher return than their sector average. But most importantly, that was the mean average and not the 

median (or 50th percentile). The median average in these thresholds were all well below the sector average. 

When we examine the bar charts in the stock price returns over time (Exhibit 66 – 75), we ultimately do not 

see any varying degree of change in the clustered distribution of returns. For the Top 20%, we see data primarily 

concentrated in the 0 to -10% and 0 to +10% buckets regardless of time period – though the tail-ends of the 

charts do start to expand moderately as time progresses. Similarly, when we examine the Top 0.1% charts, we 

see the same interpretation with data primarily existing within the 0 to -10% and 0 to +10% buckets regardless 

of time period – but again, as time progresses the tail-ends do spread out relatively. Overall, the number of 

securities that had a return of -30% or more from periods 3, 7, 15, 30 and 60 were 0.39%, 0.88%, 2.05%, 5.27%, 

and 7.71%, respectively. These figures are miniscule when comparing them to the return values of other sectors 

we examined.  

Lastly, when we look at the sector sensitivity table (Exhibit 76), we’re looking at the percentage of negative 

returns within each volatility threshold. So, for the Top 20%, irrespective of time duration, only about 46% of 

stocks were negative. As we move that threshold dial to the right, stocks that had higher securities lending 

volatility only produced a slight increase in the overall percentage change of a negative stock price returns. 

Generally speaking, if a Financial Sector stock appeared in the Top 1% threshold, it had a 47% chance of 

returning negative; in the Top 0.5% threshold, it had a 48% chance; and if it was in the Top 0.1% it had a 51% 

chance of returning negative. These are not very compelling figures and are quite literally a coin toss.  

Overall, the Financial Services sector was weak in producing negative stock price returns for stocks that 

appeared in higher thresholds of securities lending volatility.  

Stock Price Returns 

Financial Services 

Most Volatile 20% 5% 1% 0.5% 0.1% Avg. 

3 Day Mean 4.58% 6.39% 11.91% -2.41% -2.82% 7.24% 

Median 0.00% 0.00% 0.00% 0.00% 0.00% 3.66% 

7 Day Mean 7.79% 9.91% 20.19% 4.14% -3.45% 11.29% 

Median 1.08% 0.00% 0.00% 0.00% -0.85% 5.29% 

15 Day Mean 8.52% 10.52% 22.84% 12.40% 0.03% 10.92% 

Median 2.51% 0.91% 1.46% 0.00% -2.64% 5.46% 

30 Day Mean 8.10% 9.69% 17.03% 6.97% -9.41% 10.96% 

Median 3.43% 2.50% 3.38% 2.15% 2.34% 6.22% 

60 Day Mean 7.31% 8.25% 12.07% 7.59% -10.61% 10.59% 

Median 3.48% 2.58% 1.66% 0.64% -0.91% 6.75% 

Exhibit 65 
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Stock Price Returns Over Time 

 
 Exhibit 66     Exhibit 67 

 

 
 Exhibit 68     Exhibit 69 

 

 
 Exhibit 70     Exhibit 71 

 

 
 Exhibit 72     Exhibit 73 
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 Exhibit 74     Exhibit 75 

 

Sector Sensitivity 

Time Duration Top 20% Top 5% Top 1% Top 0.5% Top 0.1% 

3 Days 47.55% 48.15% 48.09% 49.06% 48.88% 

7 Days 47.44% 47.93% 47.44% 48.25% 51.22% 

15 Days 46.66% 47.34% 47.01% 48.08% 47.90% 

30 Days 45.53% 46.73% 47.62% 48.68% 50.63% 

60 Days 44.12% 45.54% 47.38% 48.04% 56.49% 

Exhibit 76 

Litmus Test Results 

Volatile stocks within the Financial Services sector produced weak negative returns, with only true negative 

returns appearing in the 0.1% threshold. 

 

Health Care 

Volatile stocks within the Health Care sector produced very strong negative returns, especially at the thresholds 

of 5% and above.  

As we can see from the stock price returns table (Exhibit 77), the median return of all stocks in the 5% threshold 

and above was nearly -30% or higher, and stocks returned greater than -71% in the 0.1% threshold. These are 

drastically negative stock price returns. To put this into exact terms, of the 51,795 occurrences (Exhibit 1) where 

a stock had a securities lending volatility value of 15.360 or above (Exhibit 2) – the median annualized return 

was -30% or more.  

We of course do see a single occurrence of the mean average return in the 20% threshold where stocks had a 

higher return than their sector average. But most importantly, that was the mean average, not the median 

average (or 50th percentile). The median average in these thresholds were consistently in negative double digits, 

well below the sector average and congruent with our hypothesis. 

When we examine the bar charts in the stock price returns over time (Exhibit 78 – 87), we start off by seeing 

distributions primarily concentrated in the 0 to -10% and 0 to +10% buckets for the Top 20%, regardless of 

time period – but the tail-ends of the charts broaden as time progresses. Nonetheless, when we examine the 

Top 0.1% charts, we see as time durations increase that the distribution of occurrences begins to move to the 

left side of the chart, indicating more negative occurrences. For instance, the number of securities that had a 

return of -30% or more from periods 3, 7, 15, 30 and 60 were 4.04%, 7.49%, 13.89%, 24.73%, and 38.23%, 

respectively.  

To focus on those time periods we just highlighted, this translates into any Health Care stock that hit a securities 

lending volatility value of 24.836 or above (Exhibit 2) which happened 1,036 times (Exhibit 1) in the last 8 years 
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and 2 months, 24.73% of the time the stock decreased by -30% or more within 30 days, and 38.23% of the 

time within 60 days. 

Lastly, when we look at the sector sensitivity table (Exhibit 88), we’re looking at the percentage of negative 

returns within each volatility threshold. So, for the Top 20%, irrespective of time duration, 55% of stocks were 

negative. As we move that threshold dial to the right, stocks that had higher securities lending volatility overall 

produced a greater percentage of negative stock price returns. Generally speaking, if a Health Care stock 

appeared in the Top 1% threshold, it had a 60% chance of returning negative; in the Top 0.5% threshold, it 

had a 63% chance; and if it was in the Top 0.1% it had a 67% chance of returning negative.  

Overall, the Health Care sector performed very well in producing negative stock price returns for stocks that 

appeared in higher thresholds of securities lending volatility.  

Stock Price Returns 

Health Care 

Most Volatile 20% 5% 1% 0.5% 0.1% Avg. 

3 Day Mean 9.89% 6.94% -20.55% -39.62% -69.39% 8.94% 

Median -14.22% -24.81% -37.56% -52.07% -69.70% 0.00% 

7 Day Mean 13.65% 10.70% -27.57% -51.90% -76.64% 14.09% 

Median -21.57% -33.51% -48.98% -60.80% -77.40% 0.00% 

15 Day Mean 9.77% 2.82% -30.81% -55.11% -73.70% 12.53% 

Median -21.74% -32.38% -50.12% -61.57% -76.97% 0.00% 

30 Day Mean 8.43% -0.57% -30.07% -50.18% -73.72% 11.66% 

Median -19.40% -30.69% -47.29% -57.73% -70.29% 0.00% 

60 Day Mean 6.37% -4.44% -29.86% -45.79% -68.54% 10.11% 

Median -18.72% -30.22% -43.94% -53.20% -64.29% -1.45% 

Exhibit 77 

Stock Price Returns Over Time 

 
 Exhibit 78     Exhibit 79 

 

 
 Exhibit 80     Exhibit 81 
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 Exhibit 82     Exhibit 83 

 

 
 Exhibit 84     Exhibit 85 

 

 
 Exhibit 86     Exhibit 87 

 

Sector Sensitivity 

Time Duration Top 20% Top 5% Top 1% Top 0.5% Top 0.1% 

3 Days 51.75% 53.27% 55.68% 57.89% 60.99% 

7 Days 53.23% 54.75% 57.16% 59.96% 61.77% 

15 Days 54.26% 56.48% 60.13% 62.95% 66.01% 

30 Days 55.84% 58.88% 62.34% 66.42% 72.12% 

60 Days 58.20% 62.45% 66.53% 68.92% 75.07% 

Exhibit 88 

Litmus Test Results 

Volatile stocks within the Health Care sector produced very strong negative returns, especially at the thresholds 

of 5% and above.  

 

Industrials 

Volatile stocks within the Industrials sector produced strong negative returns, especially at the thresholds of 

5% and above.  
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As we can see from the stock price returns table (Exhibit 89), the median return of all stocks in the 5% threshold 

and above was nearly -10% or higher, and stocks returned greater than -50% in the 0.1% threshold. These are 

drastically negative stock price returns. To put this into literal terms, of the 41,009 occurrences (Exhibit 1) 

where a stock had a securities lending volatility value of 17.534 or above (Exhibit 2) – the median annualized 

return was -10% or more.  

We of course do see mean average return values in the 20%, 5%, and two occurrences in the 1% - where stocks 

had a higher return than their sector average. But being the mean average and not the median average (or 50th 

percentile), we tend to negate these results on the basis of central theory interpretation. Seeing as the median 

average in these thresholds were primarily in the negative digits and well below the sector average, this remained 

congruent with our hypothesis.  

When we examine the bar charts in the stock price returns over time (Exhibit 90 – 99), we start off by seeing 

distributions primarily concentrated in the 0 to -10% and 0 to +10% buckets for the Top 20%, regardless of 

time period – but the tail-ends of the charts widen considerably as time progresses. Nonetheless, when we 

examine the Top 0.1% charts, we see as time durations increase that the distribution of occurrences begins to 

move to the left side of the chart, indicating more negative occurrences. For instance, the number of securities 

that had a return of -30% or more from periods 3, 7, 15, 30 and 60 were 2.13%, 4.51%, 11.28%, 18.92%, and 

24.06%, respectively.  

To focus on those time periods that we just highlighted, this translates into any Industrials stock that hit a 

securities lending volatility value of 22.472 or above (Exhibit 2) which happened 820 times (Exhibit 1) in the 

last 8 years and 2 months, 18.92% of the time the stock decreased by -30% or more within 30 days, and 24.06% 

of the time within 60 days. 

Lastly, when we look at the sector sensitivity table (Exhibit 100), we’re looking at the percentage of negative 

returns within each volatility threshold. So, for the Top 20%, irrespective of time duration, only about 51% of 

stocks were negative. As we move that threshold dial to the right, stocks that had higher securities lending 

volatility overall produced a greater percentage of negative stock price returns. Generally speaking, if an 

Industrial stock appeared in the Top 1% threshold, it had a 58% chance of returning negative; in the Top 0.5% 

threshold, it had a 60% chance; and if it was in the Top 0.1% it had a 64% chance of returning negative.  

Overall, the Industrials sector performed well in producing negative stock price returns for stocks that appeared 

in higher thresholds of securities lending volatility.  

Stock Price Returns 

Industrials 

Most Volatile 20% 5% 1% 0.5% 0.1% Avg. 

3 Day Mean 12.71% 16.77% 17.11% -3.96% -49.48% 9.01% 

Median 0.00% -8.48% -18.02% -28.73% -50.00% 3.67% 

7 Day Mean 15.20% 19.21% 7.71% -19.14% -66.83% 13.57% 

Median 0.00% -11.82% -23.00% -37.96% -63.73% 7.25% 

15 Day Mean 15.05% 17.82% 17.56% -21.96% -64.98% 13.43% 

Median 2.29% -10.49% -20.85% -32.79% -56.01% 7.85% 

30 Day Mean 13.29% 13.80% 8.41% -20.65% -59.17% 12.58% 

Median 2.92% -9.20% -22.60% -34.17% -52.76% 7.43% 

60 Day Mean 11.53% 11.50% -1.53% -20.21% -38.14% 11.41% 

Median 1.97% -9.65% -21.73% -28.43% -40.58% 6.44% 

Exhibit 89 
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Stock Price Returns Over Time 

 
 Exhibit 90     Exhibit 91 

 

 
 Exhibit 92     Exhibit 93 

 

 
 Exhibit 94     Exhibit 95 

 

  
 Exhibit 96     Exhibit 97 
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 Exhibit 98     Exhibit 99 

 

Sector Sensitivity 

Time Duration Top 20% Top 5% Top 1% Top 0.5% Top 0.1% 

3 Days 49.21% 51.31% 52.72% 54.89% 60.15% 

7 Days 48.95% 52.00% 54.42% 56.87% 62.91% 

15 Days 48.59% 52.84% 55.68% 59.04% 68.05% 

30 Days 48.23% 53.42% 58.23% 62.62% 71.30% 

60 Days 48.52% 55.21% 59.86% 63.42% 69.42% 

Exhibit 100 

Litmus Test Results 

Volatile stocks within the Industrials sector produced strong negative returns, including at the thresholds of 

5% and above.  

 

Real Estate 

Volatile stocks within the Real Estate sector produced moderate-to-strong negative returns, especially at the 

thresholds of 1% and above.  

As we can see from the stock price returns table (Exhibit 101), the median return of all stocks in the 1% 

threshold and above was nearly -5% or higher, and stocks returned greater than -18% in the 0.1% threshold. 

These are reasonably negative stock price returns. To put this into exact terms, of the 4,049 occurrences 

(Exhibit 1) where a stock had a securities lending volatility value of 16.604 or above (Exhibit 2) – the median 

annualized return was -5% or more.  

We of course do see two occurrences of the mean average return in the 0.1% where stocks had a higher return 

than their sector average. But most importantly, that was the mean average, not the median average (or 50th 

percentile). The median average in these thresholds were in considerably negative double digits, well below the 

sector average and congruent with our hypothesis. 

When we examine the bar charts in the stock price returns over time (Exhibit 102 – 111), we start off by seeing 

distributions primarily concentrated in the 0 to -10% and 0 to +10% buckets regardless of time. Nonetheless, 

when we examine the Top 0.1% charts, we see as time durations increase that the distribution of occurrences 

slowly moves to the left side of the chart, indicating more negative occurrences. For instance, the number of 

securities that had a return of -30% or more from periods 3, 7, 15, 30 and 60 were 0.25%, 0.76%, 2.04%, 2.80%, 

and 14.25%, respectively.  

To focus on that 60-day time period that we just highlighted, this translates into any Real Estate stock that hit 

a securities lending volatility value of 22.500 or above (Exhibit 2) which happened 405 times (Exhibit 1) in the 

last 8 years and 2 months, 14.25% of the time the stock decreased by -30% or more within 60 days. 
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Lastly, when we look at the sector sensitivity table (Exhibit 112), we’re looking at the percentage of negative 

returns within each volatility threshold. So, for the Top 20%, irrespective of time duration, 47% of stocks were 

negative. As we move that threshold dial to the right, stocks that had higher securities lending volatility overall 

produced a greater percentage of negative stock price returns. Generally speaking, if a Real Estate stock 

appeared in the Top 1% threshold, it had a 54% chance of returning negative; in the Top 0.5% threshold, it 

had a 57% chance; and if it was in the Top 0.1% it had a 59% chance of returning negative.  

Overall, the Real Estate sector performed fairly well in producing negative stock price returns for stocks that 

appeared in higher thresholds of securities lending volatility.  

Stock Price Returns 

Real Estate 

Most Volatile 20% 5% 1% 0.5% 0.1% Avg. 

3 Day Mean 6.21% 2.33% -10.83% -18.54% -21.03% 8.34% 

Median 3.51% 0.00% -2.65% -8.44% -14.85% 8.74% 

7 Day Mean 8.97% 3.97% -5.94% -13.54% 53.68% 12.29% 

Median 4.86% 0.00% 0.00% -4.01% -11.56% 11.69% 

15 Day Mean 8.58% 3.53% -12.52% -19.93% 39.95% 10.93% 

Median 5.15% 0.00% -2.90% -10.32% -8.59% 11.23% 

30 Day Mean 8.19% 4.03% -20.27% -29.70% -22.51% 10.69% 

Median 5.14% -0.92% -6.75% -13.49% -21.97% 10.58% 

60 Day Mean 7.32% 2.45% -16.48% -23.37% -30.70% 10.30% 

Median 4.68% 0.00% -8.76% -17.55% -33.01% 9.53% 

Exhibit 101 

Stock Price Returns Over Time 

 
 Exhibit 102     Exhibit 103 

 

 
 Exhibit 104     Exhibit 105 
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 Exhibit 106     Exhibit 107 

 

 
 Exhibit 108     Exhibit 109 

 

 
 Exhibit 110     Exhibit 111 

 

Sector Sensitivity 

Time Duration Top 20% Top 5% Top 1% Top 0.5% Top 0.1% 

3 Days 47.23% 49.03% 50.56% 53.05% 54.45% 

7 Days 47.19% 49.70% 50.89% 52.63% 52.16% 

15 Days 46.74% 50.28% 53.22% 56.04% 55.22% 

30 Days 46.18% 49.90% 55.57% 59.30% 61.32% 

60 Days 45.05% 49.09% 58.57% 62.19% 73.54% 

Exhibit 112 

Litmus Test Results 

Volatile stocks within the Real Estate sector produced moderate-to-strong negative returns, especially at the 

thresholds of 1% and above.  

 

Technology 

Volatile stocks within the Technology sector produced very strong negative returns, especially at the thresholds 

of 5% and above.  
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As we can see from the stock price returns table (Exhibit 113), the median return of all stocks in the 5% 

threshold and above was nearly -23% or higher, and stocks returned greater than -70% in the 0.1% threshold. 

These are drastically negative stock price returns. To put this into context, of the 40,584 occurrences (Exhibit 

1) where a stock had a securities lending volatility value of 18.752 or above (Exhibit 2) – the median annualized 

return was -23% or more.  

We of course do see mean average return values in the Top 20% where stocks had a higher return than their 

sector average. But being the mean average and not the median average (or 50th percentile), we tend to negate 

these results on the basis of central theory interpretation. Seeing as the median average in these thresholds were 

all zero and well below the sector average, this remained congruent with our hypothesis.  

When we examine the bar charts in the stock price returns over time (Exhibit 114 – 123), we start off by seeing 

distributions primarily concentrated in the 0 to -10% and 0 to +10% buckets for the Top 20%, regardless of 

time period – but the tail-ends of the charts widen considerably as time progresses. Nonetheless, when we 

examine the Top 0.1% charts, we see as time durations increase that the distribution of occurrences begins to 

move to the left side of the chart, indicating more negative occurrences. For instance, the number of securities 

that had a return of -30% or more from periods 3, 7, 15, 30 and 60 were 1.49%, 4.71%, 11.52%, 21.07%, and 

40.02%, respectively.  

To focus on those very time periods that we just highlighted, this translates into any Technology stock that hit 

a securities lending volatility value of 24.395 or above (Exhibit 2) which happened 812 times (Exhibit 1) in the 

last 8 years and 2 months, 21.07% of the time the stock decreased by -30% or more within 30 days, and 40.02% 

of the time within 60 days. 

Lastly, when we look at the sector sensitivity table (Exhibit 124), we’re looking at the percentage of negative 

returns within each volatility threshold. So, for the Top 20%, we see only about 49% of stocks were negative. 

But, as we move that threshold dial to the right, stocks that had higher securities lending volatility overall 

produced a greater percentage of negative stock price returns. Generally speaking, if a Technology stock 

appeared in the Top 1% threshold, it had a 60% chance of returning negative; in the Top 0.5% threshold, it 

had a 63% chance; and if it was in the Top 0.1% it had a 71% chance of returning negative.  

Overall, the Technology sector produced very negative stock price returns for stocks that appeared in higher 

thresholds of securities lending volatility.  

Stock Price Returns 

Technology 

Most Volatile 20% 5% 1% 0.5% 0.1% Avg. 

3 Day Mean 10.91% 0.77% -11.78% -28.74% -49.59% 9.79% 

Median 0.00% -19.07% -26.45% -30.73% -45.83% 4.84% 

7 Day Mean 18.61% 5.54% -10.37% -36.93% -70.91% 15.89% 

Median 0.00% -26.45% -36.31% -43.60% -76.44% 8.06% 

15 Day Mean 18.63% 4.21% -19.96% -42.14% -71.75% 16.70% 

Median 0.00% -25.34% -41.51% -47.07% -80.88% 9.05% 

30 Day Mean 18.83% 6.85% -21.88% -45.01% -77.51% 16.56% 

Median 0.00% -24.51% -40.24% -47.32% -80.73% 9.19% 

60 Day Mean 16.11% 8.77% -22.75% -40.19% -68.69% 15.25% 

Median 0.00% -23.33% -41.00% -52.89% -73.67% 8.43% 

Exhibit 113 
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Stock Price Returns Over Time 

  
 Exhibit 114     Exhibit 115 

 

 
 Exhibit 116     Exhibit 117 

 

  
 Exhibit 118     Exhibit 119 

 

  
 Exhibit 120     Exhibit 121 
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Sector Sensitivity 

Time Duration Top 20% Top 5% Top 1% Top 0.5% Top 0.1% 

3 Days 49.36% 52.55% 54.18% 55.67% 57.00% 

7 Days 49.49% 53.94% 56.76% 58.04% 67.29% 

15 Days 49.65% 55.76% 59.25% 61.25% 72.00% 

30 Days 49.84% 57.31% 62.09% 66.14% 77.70% 

60 Days 50.64% 60.61% 66.34% 73.77% 79.31% 

Exhibit 124 

Litmus Test Results 

Volatile stocks within the Technology sector produced very strong negative returns, especially at the thresholds 

of 5% and above.  

 

Utilities 

Volatile stocks within the Utilities sector produced weak negative returns, with only true negative returns 

appearing in the 1% and 0.5% thresholds. 

As we can see from the stock price returns table (Exhibit 125), the median return of all stocks in the 1% 

threshold was -5%. When we increased in volatility to the 0.5% threshold, we saw average returns decrease 

slightly to -4%, a notably minor difference. We surely do not see the drastic negative returns as we have seen 

in other sectors, and it can be inferred that stocks within the highest securities lending volatility thresholds 

underperform the industry average.   

We of course do see median average return values in the 20%, 5%, 1% and 0.5% all outperform the industry 

average, a positive sign that the securities lending volatility indicator does prove to be somewhat useful. 

Although on the contrary, the mean average return in the 20% and 5% thresholds did not prove to be consistent 

– though as we have noted in prior sectors, that was the mean average and not the median (or 50th percentile). 

The 0.1% threshold undoubtedly produced exceptionally high returns, which appears to be an anomaly – 

especially as the other 10 sectors have evidenced otherwise. Looking at the sample size of the 0.1% (Exhibit 1) 

we see there are only 155 occurrences in the last 8 years and 2 months of data (which is the smallest sample 

size out of all sectors by at least 50% or more) – so it may be inferred that there are unusual circumstances of 

securities performing exceptionally well, interpreted as more of an outlier-basis, than we have otherwise seen. 

When we examine the bar charts in the stock price returns over time (Exhibit 126 – 135), we do not see a great 

degree of change in the clustered distribution of returns. For the Top 20%, we see data primarily concentrated 

in the 0 to -10% and 0 to +10% buckets regardless of time period – though the tail-ends expand slightly as time 

progresses. Similarly, when we examine the Top 0.1% charts, we see the same interpretation with data primarily 

existing within the 0 to -10% and 0 to +10% buckets regardless of time period – but in this one sector as time 
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progresses, the data begins to shift right, reflecting the positive return data we saw in the price returns table 

(Exhibit 125).  

Lastly, when we look at the sector sensitivity table (Exhibit 136), we’re looking at the percentage of negative 

returns within each volatility threshold. So, for the Top 20%, irrespective of time duration, only about 46% of 

stocks were negative. As we move that threshold dial to the right (with the exception of the 0.1% threshold), 

stocks that had higher securities lending volatility produced a minor increase in the overall percentage change 

of negative stock price returns. Generally speaking, if a Utility stock appeared in the Top 5% threshold, it had 

a 47% chance of returning negative; in the Top 1% threshold, it had a 51% chance; and if it was in the Top 

0.5% it had a 52% chance of returning negative. These are not very compelling figures and are more or less a 

coin toss.  

Overall, the Utilities sector was weak in producing negative stock price returns for stocks that appeared in 

higher thresholds of securities lending volatility. 

Stock Price Returns 

Utilities 

Most Volatile 20% 5% 1% 0.5% 0.1% Avg. 

3 Day Mean 8.76% 5.95% 3.17% -9.80% 1.82% 6.82% 

Median 3.96% 1.99% 0.00% 0.00% 25.04% 8.53% 

7 Day Mean 12.72% 11.01% -4.64% -9.63% 18.99% 9.23% 

Median 6.11% 0.78% -9.39% -9.14% -1.72% 11.25% 

15 Day Mean 13.30% 12.65% -5.66% -5.05% 38.42% 9.53% 

Median 7.41% 2.90% -9.13% -8.22% 22.02% 11.26% 

30 Day Mean 13.01% 15.95% -6.86% 0.86% 65.20% 9.69% 

Median 7.82% 4.80% -7.52% -7.79% 19.63% 10.47% 

60 Day Mean 11.93% 15.43% -1.73% -0.75% 68.23% 9.48% 

Median 6.13% 4.71% 0.28% 3.97% 52.97% 10.00% 

Exhibit 125 

Stock Price Returns Over Time 

 
 Exhibit 126     Exhibit 127 

 

 
 Exhibit 128     Exhibit 129 



 
Securities Lending Volatility: Sector Analysis March 2022 

Tidal Markets LLC 
32 

 

 

 
 Exhibit 130     Exhibit 131 

 

 
 Exhibit 132     Exhibit 133 

 

 
 Exhibit 134     Exhibit 135 

 

Sector Sensitivity 

Time Duration Top 20% Top 5% Top 1% Top 0.5% Top 0.1% 

3 Days 47.31% 47.84% 49.80% 49.86% 42.86% 

7 Days 46.71% 48.31% 52.85% 52.94% 41.07% 

15 Days 45.62% 47.32% 53.19% 52.24% 44.64% 

30 Days 45.37% 46.51% 49.39% 47.48% 31.25% 

60 Days 43.74% 44.70% 52.85% 58.40% 33.93% 

Exhibit 136 

Litmus Test Results 

Volatile stocks within the Utilities sector produced weak negative returns, with only true negative returns 

appearing in the 1% and 0.5% thresholds. 
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Conclusion 

Our goal in this report was to assess whether securities lending volatility can remain an indication of 

stock market activity when we evaluate the data based on sector. From analyzing eleven sectors on an 

individual basis, we can conclusively state that securities lending volatility had a direct impact to the 

performance of stocks within their respective sector. When we applied higher securities lending 

volatility thresholds across all time durations that we back tested – nearly every sector produced 

extremely low negative returns.  

There were of course some sectors that produced stronger results than others. 

Communication Services, Health Care, and Technology sectors produced very strong negative returns. 

Combining the results of these datasets, these sectors produced median returns of -7.29% at the Top 

20% threshold, up to -67.30% returns at the Top 0.1% threshold. If a stock in any one of these sectors 

appeared in the Top 20%, 52% produced negative returns, whereas if they appeared in the Top 1% 

their odds increased to 61%, and in the Top 0.1% it was nearly 69%.  

Basic Materials, Consumer Cyclical, and Industrial sectors produced strong negative returns. Combining the 

results of these datasets, these sectors produced median returns of 0.63% at the Top 20% threshold, 

up to -53.64% at the Top 0.1% threshold. If a stock in any one of these sectors appeared in the Top 

20%, 49% produced negative returns, whereas if they appeared in the Top 1% their odds increased to 

56%, and in the Top 0.1% it was nearly 67%. 

Consumer Defensive and Real Estate sectors produced moderate-to-strong negative returns. Combining the 

results of these datasets, these sectors produced median returns of 1.03% at the Top 20% threshold, 

up to -26.00% at the Top 0.1% threshold. If a stock in any one of these sectors appeared in the Top 

20%, 49% produced negative returns, whereas if they appeared in the Top 1% their odds increased to 

56%, and in the Top 0.1% it was nearly 62%. 

Lastly, Energy, Financial Services, and Utilities produced weak negative returns. Combining the results of 

these datasets, these sectors produced median returns of 2.86% at the Top 20% threshold, up to -

1.16% at the Top 0.1% threshold. If a stock in any one of these sectors appeared in the Top 20%, 

47% produced negative returns, whereas if they appeared in the Top 1% their odds increased to 50%, 

and in the Top 0.1% it was just above 49%. 

From an overall examination of our sector litmus test results, we can no longer say “Did we just get 

lucky?” The data uncovered in this research report corresponds directly with our other research report 

titled, “Securities Lending Volatility: Research and Results” dated January 2022, where we studied securities 

lending volatility under the purview of market capitalization. In this report, having reclassified the data 

based upon sector with eleven distinct categories of analysis, and whereby removing the market 

capitalization bias –our results strengthen the findings of our prior research.  

By analyzing securities lending volatility of securities based upon the sector level, we are able to 

reenforce our notion that securities lending volatility has a direct correlation to negative stock price 

returns within the overall stock market.  
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