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What float is, how dilution percentage is amplified by small floats, real examples from FFIE and AMC, and how TraderTools's float risk component works.
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What Is Stock Float?
A stock's float is the number of shares available for public trading — the shares actually circulating in the market that can be freely bought and sold. Float is a subset of shares outstanding: it excludes shares held by insiders (executives, directors, and employees subject to lock-up agreements), shares held by major shareholders who have filed to hold them long-term, and shares held in treasury.
The float-to-outstanding ratio varies enormously across the market:
• Large-cap stocks like Apple or Microsoft often have floats comprising 99%+ of their total shares outstanding, since nearly all shares are freely tradeable
• Small-cap companies may have floats representing only 20–40% of total shares outstanding, with the remainder held by founders, executives, and large investors
• Meme stocks, recent IPOs, and companies emerging from financial distress sometimes have extremely small floats — sometimes less than 10% of outstanding shares — which creates intense supply-and-demand dynamics
Float matters enormously for price volatility. When trading volume is high relative to float, small numbers of shares can move the price dramatically. A stock with a 1 million share float that sees 2 million shares trade in a day is seeing its entire float turn over twice — creating explosive price action in either direction.
How Dilution Is Amplified by Small Floats
The connection between float and dilution risk is multiplicative: small floats make dilution events more damaging to existing shareholders and more destabilizing to the stock price.
Consider two companies, each issuing 1 million new shares:
• Company A has 100 million shares outstanding with an 80 million share float. Adding 1 million shares increases float by 1.25%. Marginal impact on existing holders.
• Company B has 5 million shares outstanding with a 3 million share float. Adding 1 million shares increases total shares by 20% and float by 33%. Catastrophic dilution per share.
The percentage dilution is the same arithmetic operation, but the absolute impact per existing share is radically different. This is why small-float stocks are so vulnerable to dilutive events — the same dollar amount of equity issuance causes far more per-share dilution than it would at a larger company.
🚨 Small Float + High DilutionScore = Extreme Danger
A small-float stock with active shelf registration, limited cash, and outstanding convertibles can see its per-share value destroyed very quickly. The float amplifies every dilutive event.
Real Examples: FFIE and AMC
Faraday Future (FFIE)
Faraday Future Intelligent Electric (FFIE) became one of the most extreme examples of float-amplified dilution in recent market history. The EV startup, which had minimal revenue despite years of operation, repeatedly issued new shares to fund operations, each offering devastating to an already tiny float.
FFIE's share count expanded by thousands of percent over a multi-year period through a combination of ATM offerings, convertible note conversions, and warrant exercises. The float, already small relative to total authorized shares, was repeatedly swamped by new issuances. The stock, which once traded at equivalent prices over $100 (adjusted for splits), fell to fractions of a cent — a catastrophic destruction of shareholder value driven substantially by relentless dilution.
TraderTools's float risk component would have flagged FFIE's danger long before the worst of the dilution occurred. The combination of massive authorized share overhang, tiny float, and active convertible financing created a profile that was almost certain to end badly.
AMC Entertainment (AMC)
AMC's dilution story is detailed in a separate case study (see the AMC dilution article), but the float dynamic deserves specific mention here. When the meme stock frenzy elevated AMC's share price in 2021, the company's management saw an opportunity: they could issue new shares at inflated prices to raise capital for a business that was still struggling with the aftermath of COVID-19 theater closures.
AMC executed multiple ATM offerings at elevated prices, then later introduced the "APE" preferred stock (AMC Preferred Equity), which was effectively a new class of shares that circumvented shareholder votes on common share issuance. The APE conversion ultimately added massive dilution to AMC common shareholders, and the float expanded dramatically. AMC's stock fell from meme-peak prices of over $60 to single digits as dilution overwhelmed any fundamental recovery story.
The Float Dilution Math
When evaluating dilution risk for small-float stocks, use float-adjusted dilution calculations rather than total-shares calculations:
Float dilution percentage: New Shares ÷ (Current Float + New Shares) × 100
Example: A stock with a 2 million share float issues 800,000 new shares in an ATM offering:
• Total-shares dilution: If total outstanding was 10M, new dilution = 800K / 10.8M = 7.4%
• Float dilution: 800K / (2M + 800K) = 28.6% of the tradeable float
The float-adjusted view shows the true market impact of the issuance on the shares actually in circulation. A 28% increase in available supply can devastate a stock price even if the percentage of total outstanding shares is modest.
When evaluating convertibles or warrants, ask: how many new shares could be created relative to the current float, not just outstanding shares? This gives you the true supply shock risk.
How TraderTools's Float Risk Component Works
TraderTools's float risk component (contributing up to 20 points to the DilutionScore™) calculates the ratio of authorized but unissued shares to current shares outstanding. Companies with very high authorized share counts relative to outstanding shares have created structural capacity for float-destroying dilution.
The scoring specifically penalizes:
• High authorized-to-outstanding ratios: A company with 1 billion authorized shares and 50 million outstanding has the legal capacity to increase its share count by 20× — even if it doesn't do so immediately, the potential is there
• Recent reverse splits: A 1-for-100 reverse split is flagged because it resets a depleted authorized count, enabling future dilution that wasn't previously possible
• Recently increased authorized share counts: If a company's articles of incorporation were amended to increase authorized shares (requiring a shareholder vote, disclosed in DEF 14A proxy filings), this signals management preparing for future dilution
Protecting Yourself from Float Risk
Practical steps to assess and manage float risk in your portfolio:
• Check authorized vs. outstanding ratio: Before entering a small-cap position, look up the company's authorized share count from their most recent 10-K or state incorporation documents. Compare to outstanding shares. Ratios above 10:1 are high-risk.
• Track float as a percentage of outstanding: If float is below 30% of outstanding shares, ask why. Large insider or strategic holder lock-ups can explain low float, but they can also end suddenly.
• Monitor ATM program utilization: If a company has an active ATM program, track each 424B3 prospectus supplement to see how much they're using it. Consistent ATM usage into a small float is persistently dilutive.
• Use TraderTools float risk alerts: Get notified when float-relevant filings (proxy statements amending authorized shares, new shelf registrations) are filed for your holdings.
Monitor Float Risk Across Your Portfolio
TraderTools tracks authorized share changes, reverse splits, and ATM programs to give you the complete float risk picture for every ticker you follow.
Start Tracking Free →
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