
 

Gamestop 
 

 

What Happened 
 

In January 2021 there was a large spike[1] in GameStop’s (GME) stock price which was the 

result of a massive pump caused by the long entries[2] of numerous retail traders[3] and 

small investors. In fact, it caused large losses to multibillion hedge funds that had open short 

positions[4], due to the declining financial performance of the company. The pump started 

through Reddit chatrooms and spread to various investment platforms like Robinhood. 

 

 

GME’s Stock Price Technical Analysis 

 
For GameStop, this whole game between investors led to a huge profitability, in a 

particularly difficult period for them. Due to COVID-19 pandemic and the problem of 

downloading online video games, the company was forced to close many of its stores. 

Therefore, the bullish portraiture of its stock was a breather for the company. 

 

 
 

Above is the chart of the company's stock price from January 2021 to May 2022. In the chart there is also added 

the 21 SMA (white line) which is the stock's 21 period moving average. The chart shows even more clearly the 

exponential rise of the stock that occurred in early 2021, which was sweeping compared to the prices it had 

previously. Below, you can see the financial statements of the company in more detail. 

 

Financial Statements 

Balance Sheet 



 

 

Income Statement 



 

 

 

 

 

 

 

 

 

 

 

 

 

Cash Flow Statement 



 

 

EBITDA was at 574.1 in 2018, 417.7 in 2019, 141.9 in 2020, (172.9) in 2021 and (281.2) in 2022 to 

date. As far as Long term debt is concerned, we observe a decrease of almost 45% since from 817.9 in 

2018 it was found to 471.6 in 2019 and the next spectacular change took place between 2020 and 

2021 where from 419.8 it was found to 216. And of course overall equally downward course, and the 

total liabilities. However, total equity also follows a downward trend over time from 2018 to 2021. 

And finally, assets follow the same downward trend. The reduction in total operating expenses could 

be considered as an encouraging element, but on the other hand, it may be the result of closing some 

stores and layoffs. 



 

 

 

 

Hedge Funds και Melvin Capital 

 

However, things did not go as well for the Hedge Funds and investors who shorted the company’s 

stock. Desperate investors were asking for a government bailout, while investment platforms tried to 

control the frenzy by placing temporary restrictions on investments in GameStop stock. A typical 

example is the case of Melvin Capital, a fund of 14.9 billion which was led to stop its operation. 

Below is a case study for this certain fund. 

A regular Melvin tactic was shorting companies. So, almost immediately after its founding, it chose to 

bet against GME from 2014 to 2020. This gave it a profit with returns exceeding 30%, but in 2021 

things changed. More specifically, during the first three months of 2021, Melvin Capital lost 49% of 

its investments. In response to this “bleeding”, Citadel and Point72 provided a $3 billion bailout. 

According to regulatory figures, it is estimated to have lost around $7 billion. The company's fiasco 

combined with the pandemic has led the hedge fund and its founder Gabe Plotkin to shrink $3.7 

billion in assets under management to be more nimble and deliver better returns to its frustrated 

investors. After ultimately unsuccessful rescue attempts, on May 18, 2022, the fund manager 

announced its shutdown in a letter to the fund's financiers. Immediately followed the liquidation of its 

funds and return of the money to the investors. 

 

 

The chart above shows the change in the fund's profitability rate. 



 

(https://www.bloomberg.com/news/articles/2022-05-18/gabe-plotkin-s-melvin-capital-to-wind-down-

funds-after-losses) 

 

Indicatively, the following is a list of 7 other Funds that lost money from the short positions they had 

against GameStop, according to infinity investing. First, Light Street Capital, a fund of $3.3 billion in 

assets, lost 20% of it and even worse,White square capital was forced to cease operations and return 

funds back to its investors. Additionally, Point72 Asset Management lost 15% of its assets over the 

same period, while Citron Capital lost 100% during the stock's bullish period. Finally, D1 Capital 

Partners recorded 20% losses, Maplelane Capital lost around 33% of its capital and Candlestick 

Capital Management was among the funds that recorded significant losses during that period. 

 

A legal Market Manipulation? 

It is well known that in the investment world, it is illegal for someone to steer the market in one 

direction in order to lure others in for their own benefit. However, is this such a situation? The U.S. 

Securities and Exchange Commission, in its statement, announced that it will thoroughly examine the 

event to determine if there was manipulation in the market. However, in the end, until today, it does 

not seem to have been proven to be such a thing. More specifically, many experts argue that there is 

no manipulation as the stock rose due to the participation of many small investors who may indeed 

have seen some potential value in it[1]. Additionally, regarding Keith Gill, who seems to be the 

"pioneer" of this movement on Reddit (who managed to become $48 million richer), although he 

found himself having to face many lawsuits, in the end it didn't turn out to be no case created 

manipulation. So in this case, we may say that there was legal market manipulation. 

 

Conclusion 

 

The case of GameStop was so shocking, as it was the first time that small investors stood up against 

the big funds. This is where the popularity of this movement lies, as via Reddit it was presented as a 

revolution against institutional investors. And it really worked! As shown through this report,  lots of 

billion dollars were lost from many hedge funds worldwide. Τhis coordinated movement, made by 

small investors, finally brought them a profit. It was the first time that such a move was made and the 

power of social media in the stock market was shown. 
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