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Abstract
A growing body of literature argues that skewness-seeking is an optimal investment strategy under plausible conditions. Yet, the difficulty of estimating skewness leads many
investors in this category to look for proxies, some of which have also been documented in previous work. In this paper we show that indicators of possible short squeezes
provide another such proxy and motivate skewness-seeking investors to buy call options --preferred to the stock for this purpose, as also shown in the literature. The baseline
analysis uses a novel measure of feasible --yet low probability-- short squeezes in the near term, and the main result is corroborated using standard information related to short
interest. As in similar instances, investors are willing to pay a premium for the upside potential. This type of investment strategy has attracted much attention recently, but we
document that it has been used for decades.
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