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The Official Story Was a ‘Squeeze.’
The Data Suggests a Rigged Game.

THE RUN-UP

Retail drives
GME +1000%

$19 Billion in
Hedge Fund losses

Jan 2021

THE HALT
Buy Buttons Disabled (Jan 28)

/

“The system worked.”
_ Michael Bodson,
CEO of DTCC

The Anomaly: Media claimed the squeeze ended naturally. Forensic analysis
suggests brokers evaded bankruptcy through massive share counterfeiting.
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The Weapon of Choice: Naked Short Selling
Traditional Shorting vs. The Phantom Trade

LEGITIMATE SHORT
e g e e RV 4
Borrow Share Sell Share Buy Back & Return
NAKED SHORT
Phantom Locate Sell Phantom Share Fail to Deliver (FTD)

The stock is sold, cash is taken, but the share never arrives.
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The Mathematical Impossibility:
Selling More Shares Than Exist

Phantom
Total Available Float Counterfeit St{ares

Reported Short Interest

Context: Even adjusted data from S3 Partners
showed 122% short interest on Jan 28. It is
mathematically impossible to exceed 100%

without counterfeit shares.

Data verification: u/rainforest11 (Superstonk) / FINRA Reporting £ NotebooklLM



The ‘Threshold List’ Exposed Months of Delivery Failures

DECEMBER 2020 JANUARY 2021
Regu'ation SHO* A SUN | MON | TUE | WED | THU | FRI | SAT SUN | MON | TUE | WED | THU | FRI | SAT

stock is placed on the
Threshold List after 5
consecutive days of
massive delivery
failures.

3 4 S 6 7 1

“There is no lawful way for a stock to be
on the threshold list for months.”

— John Welborn, Economist.

Analogy: Imagine if 4% of your bank deposits just failed to show up.
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The ‘Conversion’ Trick: Manufacturing

Inventory Out of Thin Air

The Overstock / Goldman Sachs Precedent (2015)

Market
Maker
1. Sells Naked

Short + Puts CREATION OF
SYNTHETIC

@ INVENTORY
Prime
Broker

3. Lends ‘Fake’ Share

2. Buys Synthetic
Long Position

How it works:

The Market Maker
and Broker use
options to create the
appearance of
owning stock. This
‘synthetic’ inventory
is then lent out to
short sellers to
suppress the price.

N
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Correlation of FTDs vs. Options Volume

80000

60000

40000

20000

Fails to Deliver (FTDs)

Hiding the Evidence with ‘Married Puts’

i 20,000
The Swap: 25 Million [ -
shares worth of Deep ITM [ 15000 E
Calls purchased. FTDs \I fi
disappear simultaneously. i §
I —
I 10,000 5
0 =
—
f 500 o
| &
a

-ll----lI-lI-lIl.l'l'lll 0

Jan 15

Jan 19 Jan 24

Jan 27

Mechanism: Hedge funds buy ‘Married Puts’ (Stock + Put Option) to create
phantom shares, satisfying regulatory checks without actually closing the position.

Analysis: u/brocc astesookiu



Kicking the Can: The 'Buy-Write' Loophole

T S e (.

Short Sale Buy-Write Trade Delivery Deadline New Deadline

The Loophole: The SEC treats the Buy-Write as a new
transaction. This resets the regulatory timer, allowing the

F

the actual stock.

(Buy Stock + Sell Call) (T+2) (Reset)

Ds to roll over continuously without ever delivering

& NotebooklLM



Dark Pools: Where Retail Buying

Pressure Went to Die

Migration of Volume to Off-Exchange Markets

Standard Blue-Chip Stock
Dark Pool (OTC)

Public
Exchange

1%

1% OTC
Volume

Dark Pool
(OTC)

234X
Higher OTC
Volume than
Dow Jones avg.

Up to 69%
OTC
Volume

GameStop (Jan/Feb 2021)

Public
Exchange

Definition:

Dark Pools

Dark Pools are
private exchanges
for institutions to
trade massive
blocks without
moving the price.
In 2021, GME
volume
aggressively
migrated here to
avoid public price
discovery.
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The Algorithm’s Signature:

Single-Share Trades
THE ANOMALY:
Millions of trades for < 60 shares.

Institutional

Dark Pool
Percentage of OTC trades that were

for small lots (under 60 shares) for
nine consecutive weeks.

The Accusation: High-Frequency Trading algorithms routed retail buy orders
to dark pools to neutralize price impact, while keeping sell orders on public
exchanges to drop the price.

P |

Data: u/nagietuess



Roblnhood’s Plvot to the Shadows

Robinhood Securities
appears in OTC (Dark Pool)

Why would a retail
data for the first time.

| broker route
single-share

¥ orders through a
§ venue

¢ designed for

| institutional

$40 $50
S60
Feb 1 Feb 8 Feb 15 Feb 22

b1 | Feb8 | Febis | Feb2

February 2021
Avg Trade Size: Exactlym
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Citadel: The Market Maker,
The Hedge Fund, and The Payer

CONFLICT OF INTERES T

Pays for Order Flow CITADEL $3 Billion

ROBINHOOD (@uMSieitiCiD (Ken Griffin) Bailout MELVIN

CAPITAL

Citadel
(Hedge Fund)

Citadel Securities
(Market Maker)

- e W L T RS
Data: u/n5 \a



The ‘Cop on the Beat’ Is Asleep

e-hypothecated
___ Shares

el
"-. ‘ hhh

The “Hard Borrow” Issue:
The DTCC opposes a
centralized database to track

individual shares. The same
share can be located and o] [l
borrowed multiple times. a . g N\ A%

| “Liquor stores are being robbed, but they don’t tell us who
| robbed the stores.” — John Welborn.

,-,i
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The GameStop Hustle: A Systemic Failure
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