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What is an ATM offering? Learn how at-the-market stock offerings work, how 424B3 filings signal active dilution, and warning signs that an ATM program is actively selling into your position.
Of all the dilution mechanisms that small-cap companies use to raise capital, the ATM offering is the most insidious. Unlike a traditional public offering — which happens once, at a disclosed price, with some warning — an ATM program lets a company drip shares into the market every single day, almost invisibly. By the time most investors notice what happened, their position has already been diluted by 20-40%. Understanding ATM offerings is not optional for small-cap investors. It is survival.
What Is an ATM Offering?
An at-the-market (ATM) offering is a type of registered securities offering where a company sells newly issued shares directly into the secondary market at prevailing market prices, at any time, in any quantity up to a preset maximum. There is no announcement. No pricing event. The shares just appear in the market, blended into normal daily volume.
The legal foundation of every ATM program is a shelf registration — typically Form S-3 — under which the company registers a maximum dollar amount of securities for future sale. The ATM program itself is established through a Sales Agreement with an investment bank acting as the exclusive or primary sales agent. Broker-dealers that operate heavily in this space include TD Cowen (formerly Cowen & Co.), B. Riley Securities, Cantor Fitzgerald, Craig-Hallum Capital Group, and Ladenburg Thalmann. The Sales Agreement specifies the maximum amount that can be sold through the ATM channel, the commission rate — typically 2-3% of gross proceeds — and the mechanics of how sell instructions are transmitted.
The SEC does not require companies to disclose each individual ATM sale in real-time. The company files a 424B3 or 424B5 prospectus supplement periodically — sometimes covering a single tranche of sales, sometimes covering an entire quarter — and discloses aggregate totals in quarterly 10-Q filings. This disclosure lag is the structural feature that makes ATM programs so difficult for retail investors to detect before the dilution has already occurred.
ATM offerings are legal, SEC-approved, and widely used across public markets. The problem is not legality — it is the informational asymmetry. The company knows it is selling shares right now; investors typically find out weeks or months later when the disclosure finally arrives.
The disclosure gap: Companies are legally permitted to run ATM programs for extended periods without disclosing exactly when, how much, or at what price they are selling on any given day. The only required real-time signal is the 424B prospectus supplement, which may lag actual sales by days to weeks. The clearest comprehensive disclosure arrives quarterly in the 10-Q — often long after the dilution has already affected price and ownership percentage.
How an ATM Offering Works: Step by Step
Step 1: Shelf Registration (S-3) Filed and Declared Effective. The company files a Form S-3 with the SEC, registering up to a stated dollar amount of common stock. The filing may disclose the company's intention to establish an ATM program. After a review period of approximately 30 days — or immediately, for WKSI companies using S-3ASR — the SEC declares the registration effective. Until this happens, no shares can be sold under the registration. The effective date and status are visible in EDGAR's filing detail.
Step 2: Sales Agreement Signed and Disclosed. The company executes a Sales Agreement with an agent bank. This agreement is typically attached as an exhibit to a Form 8-K filed on or near the signing date and is also referenced in a 424B prospectus supplement. The 8-K disclosure is often brief — a few sentences naming the agent, the maximum program size, and the commission rate — but it is the clearest advance signal that an ATM program has been formally established.
Step 3: Company Issues Sell Instructions (This Happens Silently). When the company needs cash or management determines conditions are favorable, it instructs the agent bank to sell a specified number of shares or dollar amount on the open market. This instruction is private. There is no public announcement when individual sell orders are placed. The agent sells the shares during regular trading hours, blending them into normal market volume. The only external signal on a given day may be a subtle elevation in volume without any corresponding news catalyst.
Step 4: 424B Prospectus Supplement Filed. After a sale or a series of sales, the company files a 424B3 or 424B5 supplement with the SEC. This document discloses the shares sold, the gross proceeds raised, and sometimes the date range of the activity. However, the supplement can lag the actual sales by several days. A cluster of 424B filings from a company in a short period is a reliable signal that the ATM program is running actively.
Step 5: Quarterly Disclosure in 10-Q or 10-K. Each quarterly report includes a financial statement footnote disclosing total ATM utilization since the program began: total shares sold, weighted average selling price, gross proceeds, commissions paid to the agent, and net proceeds received. By the time you read this in the 10-Q, the dilution has already occurred and been absorbed into the share count. This is the fundamental timing problem that makes real-time monitoring essential for any investor holding small-cap positions.
ATM Offering vs. Traditional Secondary vs. PIPE
The three primary mechanisms for raising public market equity each have distinct characteristics that determine how visible the dilution is and how investors should interpret it.
Feature
ATM Offering
Traditional Secondary
PIPE
Announcement
Minimal — typically just an 8-K
Press release, roadshow, pricing event
8-K with transaction terms
Timing
Continuous — anytime over months or years
Specific date and time
Negotiated closing date
Price
Market price (no discount)
5-10% discount to market
Negotiated — often significant discount
Investor type
Open market buyers
Underwritten to institutions
Accredited private investors
Market impact
Gradual persistent downward pressure
Single sharp drop, then potential recovery
Sharp drop on announcement; resale overhang
Investor visibility
Very low
High — widely reported
Moderate — known structure, delayed resale
Registration required
Yes — through shelf S-3
Yes — 424B supplement to S-3 or new S-1
Delayed — resale registration filed after closing
A traditional secondary offering is relatively investor-friendly in one respect: it is visible. The company announces the offering, files a prospectus supplement, and prices shares at a specific discount to the prior close. The market reprices on announcement day, but investors know exactly what happened and when. For companies with strong institutional demand, a well-received secondary can even signal confidence in the business.
A PIPE (Private Investment in Public Equity) involves the company selling shares to a small group of accredited investors, usually hedge funds, at a negotiated price — often at a meaningful discount to current market. PIPEs frequently include warrants and anti-dilution provisions that compound the initial dilution impact. The PIPE structure requires a subsequent registration of the shares for resale, which creates an "overhang" period where PIPE investors hold registered shares they can sell into any market strength.
An ATM sits at the opposite end of the transparency spectrum from a traditional secondary. No pricing announcement, no discounted deal price, no single event that analysts flag. The company sells at or near the current market price — actually better pricing than a secondary from the company's perspective — but far worse for investors trying to monitor their exposure in real time.
Finding Active ATM Programs on SEC EDGAR
Detecting ATM activity requires knowing exactly which form types to look for and where to find the relevant numbers within the documents. Here is the complete workflow.
Step 1: Go to EDGAR Company Search at sec.gov/cgi-bin/browse-edgar. Enter the company's ticker. You land on its complete filing history.
Step 2: Filter for form type "424B" to see all prospectus supplement filings. EDGAR's filing type filter accepts partial entries — typing "424" shows all 424B variants. For ATM programs, focus on 424B3 and 424B5. When you see multiple 424B filings across a short span — say, four filings over an eight-week period — that is a clear signal the program is running. A single 424B filed months ago may indicate the program has stopped or was used for one transaction.
Step 3: Open a recent 424B5 or 424B3 filing. Scan for a table labeled "Sales Under the ATM Program," "At-the-Market Sales," or similar. This table discloses the number of shares sold during the covered period, the weighted average selling price, gross proceeds, commission paid, and net proceeds. Compare the dates in the supplement to the most recent 10-Q to understand how current the information is relative to today.
Step 4: Apply the cash lookback method to estimate ATM activity between SEC filings. This is the most useful analytical technique for detecting ongoing ATM usage between quarterly disclosures. Take the cash and cash equivalents from the most recent 10-Q and compare it to the prior quarter. Subtract the expected operating cash burn (use the burn rate from prior quarters). If cash declined less than the burn rate — or actually increased — ATM proceeds are the most likely explanation. The financing section of the cash flow statement will label any equity issuance proceeds, confirming the source.
Step 5: Check the 10-Q footnotes directly. Search the document (Ctrl+F) for "at-the-market," "ATM," or "equity distribution agreement." The relevant footnote will state total shares sold since the program began, total gross proceeds, and the remaining available capacity under the program's maximum authorization. Compare the inception-to-date figure against the maximum to calculate what percentage of the ATM has already been consumed. A program that is 80% utilized has limited remaining capacity; one at 15% utilization represents ongoing risk over a potentially extended period.
Calculating Your Real ATM Dilution Exposure
Investors holding positions in companies with active ATM programs should quantify their exposure before deciding whether to hold, trim, or exit. The calculation is straightforward and requires three inputs available in any recent SEC filing.
The inputs: (1) Current shares outstanding — find this on the face of the balance sheet in the most recent 10-Q, in the equity section. (2) ATM program's remaining authorization — take the maximum from the Sales Agreement, subtract what has been disclosed as already sold in the most recent 424B filings or 10-Q footnote. (3) Current stock price.
The calculation: Divide the remaining ATM authorization by the current stock price. This gives you the maximum additional shares the company could issue if it fully exhausted the program at today's price. Divide that by the current share count to get the maximum dilution percentage.
Walk through a concrete example: a company has 20 million shares outstanding at $3.00 per share (market cap $60M). The ATM has $12M in remaining authorization. At $3.00 per share, the company could issue up to 4 million additional shares — representing 20% potential dilution from current levels. Your 10% ownership stake would become an 8.3% stake if the full program runs its course at current prices.
Now stress-test that against the company's cash burn. If the company is burning $2M per quarter and holds $5M in cash, it needs approximately $3M in the next two quarters to avoid running dry. At $3.00 per share, that requires roughly 1 million new shares — about 5% dilution rather than 20%. The difference between maximum exposure (the full ATM) and expected exposure (what the company actually needs) helps you right-size your concern versus your investment thesis.
The most dangerous scenario combines several conditions: a large ATM authorization relative to share count, cash runway under 6 months, a declining stock price, and no near-term revenue catalyst. When the price drops, the company must issue more shares to raise the same dollar amount — which drops the price further, requiring even more shares. This self-reinforcing dynamic is how ATM programs in deteriorating companies can result in share count doubling or tripling over 12-18 months.
The Micro-Cap ATM Trap: A Pattern Investors Keep Falling For
There is a recognizable pattern that repeats across micro-cap stocks with active ATM programs. Understanding it lets you identify the structural setup before you are inside it.
The sequence goes like this: A company announces positive news — a licensing deal, a partnership, favorable clinical data, or a contract win. The stock surges 30-60% in one or two sessions on elevated retail volume and social media attention. Within two to four weeks of the catalyst, the company quietly files an S-3 shelf registration or an S-3/A amendment to refresh an existing shelf. Shortly after the shelf becomes effective, an 8-K appears disclosing a new Sales Agreement with an agent bank. The 424B filings begin. The stock never returns to its post-catalyst high. Over the next 6-18 months, it grinds lower in a pattern that looks like "fading sentiment" or "sector rotation" but is actually a steady drip of ATM selling absorbing every buyer.
What makes this pattern particularly effective from the company's perspective is the absence of a negative announcement. There is no "we are selling shares" press release. There is no single bad-news event for investors to anchor to. The momentum traders who drove the initial price spike receive no clear signal to exit. By the time the quarterly 10-Q reveals that the company raised $6M through ATM sales during the quarter, the dilution is embedded in the share count and the stock has already retraced most of the catalyst gain.
Short sellers who recognize this pattern specifically look for the combination of: a recent positive catalyst, a new or refreshed S-3 filing appearing within days of the catalyst, a new Sales Agreement 8-K disclosure, and elevated put activity or bearish options positioning. For them, the ATM program represents a reliable gravity force — a known, persistent seller that will resist any sustained price recovery. This is not speculation; it is a rational response to the structure of the situation.
ATM Programs and Short Interest
The relationship between active ATM programs and elevated short interest is not coincidental. It is causal, and understanding the mechanics helps you interpret short interest data more accurately.
When a company has an active ATM, the market knows there is a committed seller embedded in the stock — the company itself, through its agent. Any price increase the company views as favorable creates an incentive to sell more shares, because the whole point of the program is to raise capital at the best available price. This creates a ceiling on sustained price appreciation: every meaningful rally becomes an opportunity for incremental ATM selling, which absorbs the buying pressure and limits the upside. This dynamics is precisely why short sellers are attracted to stocks with active ATM programs — the ATM acts as a structural ally to their short position.
The mechanism reinforces itself: short sellers borrow and sell stock, adding downward pressure. The ATM selling adds further supply. When the stock rallies, it faces resistance from both short sellers booking modest gains and renewed ATM selling triggered by the company's improved pricing window. The result is a range-bound or progressively lower stock that resists recovery even when underlying business news is mixed or neutral.
For investors evaluating a long thesis on a company with active ATM selling, high short interest carries additional significance in this context. A price recovery thesis must answer: at what stock price level does the company's ATM selling stop? If there is no clear answer — because the company needs capital regardless of where the stock trades — the ATM's gravitational effect persists through any rally until the program's authorization is exhausted or the company achieves profitability.
ATM Programs That Weren't All Bad
Context matters, and a complete view of ATM programs requires acknowledging that they are not inherently destructive. For large, established companies with stable cash flows, ATM programs are routine capital management tools that rarely affect investors in any perceptible way.
REITs like Realty Income and National Retail Properties routinely run ATM programs to raise incremental capital for property acquisitions. Their share counts may grow 1-2% annually through ATM issuance, but acquisition-generated cash flows grow proportionally, maintaining or improving dividend coverage ratios. For income-focused investors in stable REITs, steady ATM-funded growth is a structural feature, not a warning sign.
Large-cap utilities and regulated industries use ATM programs similarly — to fund infrastructure investment without adding leverage. When a utility issues ATM shares to fund a rate-base expansion that regulators have approved, the dilution is offset by growing regulated earnings. The investors are not harmed because the capital raised creates proportional economic value.
The key differentiator is whether the company has positive and growing operating cash flow relative to the dilution. When earnings per share remain stable or grow despite modest ATM issuance, shareholders are not being economically harmed. The risk concentrates in companies where operating cash flow is negative and ATM proceeds are the only bridge to the next funding event — that is, companies where the shares being issued represent a claim on a business that is not yet generating enough to survive without continuous capital infusion.
Warning Signs an ATM Program Is Active
• Elevated daily volume without a news catalyst: When a stock trades 2-3x its average daily volume with no earnings event, press release, or sector news to explain it, ATM selling is one of the most common explanations. Cross-reference against the 424B filing timeline on EDGAR.
• A recent S-3 filing declared effective: The shelf registration is the prerequisite for every ATM program. If a company's S-3 was declared effective within the past 6-12 months and you have not confirmed the company is not using it, assume the option is live.
• An 8-K disclosing a Sales Agreement: This is the most direct confirmation that an ATM program has been formally established. The 8-K will name the agent bank and attach the Sales Agreement as an exhibit. Read the agreement to find the maximum program size and commission rate.
• Recent 424B3 or 424B5 filings on EDGAR: These prospectus supplements document actual share sales. A cluster of them filed within the past 30-90 days confirms the program is actively drawing down. Look at the filing dates relative to any volume spikes you observed.
• Cash balance higher than the burn rate explains: If the company's cash position increased or declined less than operating cash burn in the most recent quarter, ATM proceeds are the most likely explanation. Verify by checking the financing activities section of the statement of cash flows.
• 10-Q ATM footnote showing program utilization above 30%: Once a program is 30%+ utilized, the company has demonstrated intent to actually use it — not just filed it as a precaution. The remaining capacity represents ongoing dilution risk.
• Increasing authorized but unissued share count: Companies sometimes amend their articles of incorporation to increase authorized shares ahead of planned ATM activity. An 8-K or proxy filing proposing to expand the authorized share count is a common precursor to new shelf filing or ATM establishment.
• MD&A language referencing "at-the-market" or "equity distribution": Companies discuss their ATM programs in the Management's Discussion and Analysis section of 10-Q filings. Search the document for "at-the-market," "ATM program," or "equity distribution agreement." If you find this language, the program exists and management is actively tracking it.
• Agent bank named in the filing is a known micro-cap ATM specialist: Certain broker-dealers disproportionately serve as agents in micro-cap and small-cap ATM programs. Seeing these firms named in a new Sales Agreement is probabilistic evidence that an active ATM campaign is the intent — not merely a precautionary authorization.
• Positive financing activities cash flow with no disclosed debt issuance: In the statement of cash flows, if "proceeds from issuance of common stock" appears in the financing activities section, shares are being sold. If this line item is material relative to the company's market cap, ATM proceeds are likely the source.
How to Monitor Your Portfolio for ATM Risk
Monitoring ATM risk manually is impractical at any scale. The 424B filings that document active ATM selling arrive without advance notice and may cover sales that occurred days earlier. By the time you detect a volume anomaly and trace it back to a 424B supplement on EDGAR, the selling described in that document is already in the past — and more may have occurred since the supplement was filed.
TraderTools monitors EDGAR continuously and generates alerts within minutes of new shelf registrations, Sales Agreement disclosures, and 424B prospectus supplements for any ticker on your watchlist. The Shelf & ATM Monitor provides a live view of active programs across the small and micro-cap universe — including the program's remaining authorization, last 424B filing date, and the shelf-to-market-cap ratio that determines how severe the dilution exposure actually is. The TraderTools lets you filter by ATM utilization rate, filing recency, cash runway, and market cap to identify companies where active ATM pressure is most concentrated right now.
Frequently Asked Questions
What does "at-the-market" mean in stocks?
"At-the-market" describes a share offering where newly issued stock is sold at the current prevailing market price rather than at a fixed price set in advance. This distinguishes ATM programs from traditional underwritten offerings, where the underwriter negotiates a discount to the market price for the institutional buyers, and from private placements, where price is negotiated bilaterally between the company and specific investors. The at-the-market mechanism means the company receives the best available public market price, but that advantage belongs entirely to the company — not the shareholders being diluted.
How is an ATM offering different from a secondary offering?
A traditional secondary offering (also called a follow-on or underwritten offering) is announced publicly, priced at a specific discount to the prior close, and closes on a specific date. An ATM offering has no predetermined date, no formal pricing announcement, no underwriting discount, and no single transaction event. Secondary offerings are point-in-time capital raises; ATM programs are extended, continuous capital raises spread over months or years. The market can prepare for a secondary once announced; it cannot effectively prepare for ATM selling because no announcement precedes each day's sales.
How can I tell if a stock's ATM program is active right now?
The most reliable signal is a recent 424B3 or 424B5 filing on EDGAR within the past 30-60 days. Go to sec.gov/cgi-bin/browse-edgar, search the company's ticker, and filter for form type "424B." If you see filings from the past two months, selling is occurring or occurred very recently. You can also check whether the most recent 10-Q's ATM footnote shows a higher inception-to-date proceeds figure than the prior quarter's 10-Q — that confirms sales happened in the intervening quarter even if you did not see the 424B supplement.
Do ATM offerings always hurt the stock price?
No. For large, profitable companies with stable institutional demand, ATM programs are routine capital management tools that have minimal or undetectable price impact. The harm concentrates in small and micro-cap companies where the shares being issued represent a material percentage of the existing float, where the company is not yet profitable, and where the additional daily supply consistently absorbs any buying pressure. The impact scales inversely with company size, cash flow stability, and investor base diversity.
What percentage of small-cap companies have ATM programs?
Among clinical-stage biotech and other pre-revenue small-cap companies with effective S-3 shelf registrations, active ATM programs are estimated to cover 40-60% of the universe at any given time. In profitable small-cap companies, the prevalence drops sharply. Across the broader small-cap market (market cap $50M-$2B), ATM programs are common enough that investors should assume any company with an effective S-3 shelf and negative operating cash flow has either an active ATM or the near-term intent to establish one.
How much commission do investment banks charge for ATM programs?
The standard commission rate for ATM programs is 2-3% of gross proceeds paid to the agent bank on each sale. Programs for larger companies with more institutional investor demand sometimes negotiate lower rates in the 1.5-2% range. The commission is deducted from gross proceeds before the net amount is wired to the company, so the company's effective raise is slightly less than the face value of shares sold. This cost is disclosed in the Sales Agreement exhibit attached to the prospectus supplement and is also reported separately in the 10-Q ATM footnote.
Can a company have multiple ATM programs at the same time?
A company can work with multiple agent banks, but typically only one ATM program operates under a given shelf registration at a time, because the shelf itself sets the aggregate ceiling for all issuances. What you may see is a company adding a second agent bank to an existing Sales Agreement — a "co-agent" arrangement — to access a broader network of potential buyers. In rare cases, a company with a large universal shelf may run separate programs for different security types (equity ATM and a separate debt program), but these share the same overall shelf authorization ceiling.
How long can an ATM program last?
An ATM program can remain in place as long as the underlying shelf registration is effective — up to three years from the shelf's effective date. However, most programs terminate earlier, either because the program's stated maximum authorization is exhausted, because the company achieves sufficient cash flow to stop needing equity capital, or because the shelf expires and the company chooses not to refile. Companies that need ongoing capital access will refile a new S-3 before the old one expires and establish a fresh ATM program under the new shelf, effectively creating continuous ATM exposure for as long as they remain capital-constrained.
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