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EDITOR’S LETTER
JASON BOOTH

The 2021 proxy season is winding down, but there are signs
that activists are gathering powder for a busy 2022. Activist
assets under management (AUM) are on the rise again,
according to Activist Insight Online data, reversing a two-year
decline. Total activist AUM currently stands at around $213
billion, up from $197 billion at the end of last year and back to
levels last seen in 2018.
Where that money is being invested will become clearer
as 13F holding disclosures come through this week. But a
common theme among the activist fund managers we speak
with is that the pandemic is no longer an excuse for poor
performance at portfolio companies and management teams
that fumble the recovery will be singled out for attention.

One firm trying to bridge that divide is Kimmeridge Energy,
the subject of this month’s activist interview. A private
equity firm that takes activist stakes in public companies,
Kimmeridge is raising a new activist fund aimed at the energy
sector, according to founder Ben Dell.
Elsewhere in this edition, German real estate company Adler
denies short seller claims it is run by a secretive businessman
accused of fraud, writes Joe Lyons. Growing activist interest
in the insurance sector makes laggard Alleghany vulnerable
to activism, writes Iuri Struta. And investors wield their proxy
votes on climate change, diversity, and compensation, writes
Rebecca Sherratt in this month’s ESG column.

COMING EVENTS
BLANK CHECKS
In this month’s cover feature we take apart and examine the
growing activist interest in special purpose acquisition vehicles
(SPACs), both as investment vehicles and as activism targets.
SPACs are expected to become popular activist targets once
their IPO honeymoons end but tinkering with their structure
has built in some strong defenses, writes Josh Black.
The appeal and peril of SPACs was illustrated early this month
when in the same week Black Rifle Coffee announced it was
going public via a SPAC backed by activist Engaged Capital,
while Pershing Square was in court answering a lawsuit
brought against its SPAC by former SEC commissioner Robert
Jackson.
This month’s campaign in focus is Blackwells Capital’s
marathon proxy fight with Monmouth Real Estate Investment
Trust. The 11-month campaign embodies many of the
traits that have marked the 2021 proxy season, which saw
activists and private equity firms fight over the same value
opportunities, and some management teams take advantage
of that rivalry to protect their own interests.

Activism shows little sign of slowing down as winter
approaches. On November 30, the board fight between
Chinese property developer Nam Tai Property and
shareholder IsZo Capital Management will be decided at
a long-delayed special meeting. A week later, Outerbridge
Capital Management’s board seat bid at Comtech
Telecommunications will be decided at its annual meeting,
assuming management doesn’t sell the company first. We’ll
also be following the increasingly bitter activist-againstactivist feud between Third Point Investors and its shareholder
Asset Value Investors, as well as Carl Icahn’s latest campaign
at Southwest Gas.
Until then, check out the just released Proxy Voting Annual
Review, the definitive qualitative and quantitative overview of
voting trends from the 2021 proxy season. The latest activism
data is available in our statistical report, Shareholder Activism
in Q3 2021. For more insights from this month’s edition of
Activist Insight Monthly, you can listen to an accompanying
episode of The Activist Insight Podcast, available on our
website or wherever you usually get your podcasts.
Jason Booth

jbooth@insightia.com
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•

ST E WA R D S H I P

POST-DATED
CHECKS
Some expect special purpose acquisition
companies (SPACs) to be easy activism targets
for years to come, but sponsors tinkering with the
structure have put up some high walls,
writes Josh Black.

SPECIAL PURPOSE
ACQUISITION COMPANIES

The process of finding a target, meanwhile, is more akin to the
work of an investment banker focused on IPOs and requires
more schmoozing than browbeating. There is no building of
a minority stake or agitating for board seats, which are part of
the merger negotiations instead.

A

So far, there has been precious little agitating for change on
the long side. Most activism on already-public SPACs has
been done by short sellers that consider those SPACs in their
crosshairs to be overvalued. Nonetheless, some industry
professionals think a wave of SPACtivism could be 18
months away.

HOW TO GET A BLANK CHECK

“

The previously moribund SPAC industry roared back to life in
2020 and has since survived regulatory accounting changes,
voter apathy, and the preference for larger businesses to go
public via traditional initial public offerings.

“

A LOT OF COMPANIES ARE GOING TO FIND
THEMSELVES IN TROUBLE BECAUSE THEY
END UP OVERPAYING AFTER BEING PUSHED
AGAINST THE TIMELINE.

SPACs, or “blank check” companies as they are otherwise
known, raise money in a straightforward IPO, then use it to
acquire a private company. Through a reverse merger involving
a shareholder vote on the transaction, the SPAC then lists the
business on a major stock exchange.
SPAC founders (“sponsors”) receive “a promote” - founders
shares or warrants, often at a discounted rate - which can

enlarge their share of the combination and its upside without
having to invest weighty amounts of cash. That can be
lucrative: on average, SPACs that had their initial public offering
this year as of November 4 and have completed a deal were
trading up 10%, according to data collected by SPAC Track and
averaged by Insightia, although there is a wide variation. More
than half are trading below their IPO price and 56 have lost
more than one-third of their value.

Brian Schaffer, a managing director at Prosek Partners, says the
industry is waiting for activism against SPAC mergers, which he
predicts will begin to pick up in 18 months to two years. Most
SPACs have that amount of time to consummate a merger

The opportunity for an activist could be two-fold: oppose a deal
that could overvalue the target company or leave it short of

RECENT SPAC EXAMPLES SPONSORED BY ACTIVISTS
With WeWork and ex-President Donald Trump’s social media
company among the companies associated with SPACs
in October, the trend continues to be both colorful and
controversial. But how activists will continue to interact with
them remains uncertain.

CLOSE COUSINS
Activists currently appear more keen on launching SPACs for
a share of the promote than targeting existing campaigns for
arbitrage. Several well-known full-time activists have done so,
with Starboard Value and Hudson Executive Capital completing
the most notable acquisitions, followed this month by Engaged
Capital. Bill Ackman’s Pershing Square Capital Management
raised the biggest ever, the $4 billion Pershing Square Tontine
Holdings, although that has since run into trouble with
regulators and may have to return capital.
One activist that has launched a SPAC and spoke with Insightia
on condition of anonymity to avoid upsetting existing business
relationships, said the post-merger process of staying on the
board of directors to ensure good governance and operational
performance could be described as a “close cousin” of
activism. But some SPAC sponsors prefer to leave that work to
independent directors and move on to their next deal.

SPAC VOTES BY QUARTER, 2020 TO 2021
2020

AVG. FOR %

“A lot of companies are going to find themselves in trouble
because they end up overpaying after being pushed against the
timeline, or they’re not going to get a deal done and not going
to survive,” Schaffer told Activist Insight Monthly in
an interview.

A BOUNTY OF TARGETS?

mong the many financial innovations that have taken
place since the beginning of the COVID-19 pandemic,
SPACs have drawn more attention from those in the trade than
any other.

VOTES WITH RESULTS

under the terms of their incorporation, and sponsors will be
desperate to find a company to merge with as they get close to
the deadline.

2021

ACTIVIST(S)

AFFILIATED SPAC

RETURN IPO PRICE
VS OCT 29

SPAC IPO DATE

STATUS

Engaged Capital and
SilverBox Capital

SilverBox Engaged
Merger Corp I

-2%

February 26, 2021

Merger announced with
Black Rifle Coffee, vote not
taken place

Glenview Capital
Management

Longview Acquisition

3%

May 21, 2020

Merger with Butterfly
Network

Starboard Value

Starboard Value
Acquisition Corp

-1%

September 10, 2020

Merger with Cyxtera
Technologies

B. Riley Capital
Management

B. Riley Principal
Merger Corp. II

6%

May 20, 2020

Merger with Eos Energy
Enterprises

Corvex Management LP
and Casdin Capital LLC

CM Life Sciences II Inc.

27%

February 23, 2021

Merger with SomaLogic

Hudson Executive
Capital LP

Hudson Executive
Investment Corp

-66%

June 09, 2020

Merger with Talkspace

Pershing Square Capital
Management

Pershing Square Tontine
Holdings

-1%

July 22, 2020

Returning capital to
investors

Elliott Management

Elliott Opportunity
II Corp.

-3%

June 29, 2021

No merger agreed

B. Riley Capital
Management

B. Riley Principal 250
Merger Corp.

-2%

June 14, 2021

No merger agreed

Corvex Management LP
and Casdin Capital

CM Life Sciences III

3%

April 07, 2021

Merger announced with
EQRx, vote not taken place

Glenview Capital
Management

Longview
Acquisition II

0%

March 19, 2021

Merger announced with
HeartFlow, vote not
taken place

Hudson Executive
Capital LP

Hudson Executive
Investment Corp III

-3%

February 24, 2021

No merger agreed

B. Riley Capital
Management

B. Riley Principal 150
Merger Corp.

6%

February 19, 2021

Merger announced with
Faze Clan, vote not
taken place

Q1

Q2

Q3

Q4

Q1

Q2

Q3

Hudson Executive
Capital LP

Hudson Executive
Investment Corp. II

-3%

January 26, 2021

No merger agreed

10

9

6

32

24

40

69

Mudrick Capital
Management

Mudrick Capital
Acquisition Corp. II

0%

December 08, 2020

Merger with Topps failed

97.0

98.4

96.3

97.1

98.3

97.3

95.7

Third Point Partners

Far Peak Acquisition
Corp.

10%

December 03, 2020

Merger announced with
Bullish, vote not taken place

Sarissa Capital
Management

Sarissa Capital
Acquisition Corp.

-1%

October 21, 2020

No merger agreed

Blue Harbour Group/
Cliff Robbins

Cohn Robbins Holdings

-1%

September 09, 2020

No merger agreed

Source: Insightia | Proxy Insight Online
Note: Sorted into quarters based on date of merger transaction vote.

Source: Insightia | Activist Insight Online

06

ACTIVIST INSIGHT MONTHLY NOVEMBER 2021 | WWW.ACTIVISTINSIGHT.COM

07

SPECIAL PURPOSE
ACQUISITION COMPANIES

DuClos thinks SPACs may be more appealing to activists
after they have completed a merger, when projections on the
future performance of the business can come back to haunt
management. However, he says that high insider ownership
and defenses such as poison pills, staggered boards, and dualclass share structures are common to “de-SPACed” companies
– those that have completed a merger – prolonging the
honeymoon from activism that many enjoy.

cash; or push for an alternative transaction in its place. SPACs
trading well below their IPO price might be juiciest for the
first option.
“If you analogize closed-end fund activism to SPAC
redemptions, there is an arbitrage,” Bruce Goldfarb, CEO of
Okapi Partners, said in an interview. “With a SPAC, the ability to
redeem is your hope and guarantee.”

GETTING THE DEAL DONE

“

Thankfully, the existence of warrants has ensured that
transactions are typically well-supported. SPAC merger votes
since 2020 have, on average, received 97% of the votes ‘for’ the
transaction, according to Insightia data as of September 30.
Only 13 out of nearly 200 received less than 90% and
none failed.

“

SPACS MAY BE MORE APPEALING TO
ACTIVISTS AFTER THEY HAVE COMPLETED
A MERGER, WHEN PROJECTIONS ON THE
FUTURE PERFORMANCE OF THE BUSINESS
CAN COME BACK TO HAUNT MANAGEMENT.

However, the way SPACs are structured provides a big
disincentive to activists thinking of opposing a bad deal. “The
way the redemptions work is, you need to know that the deal
isn’t going to fail,” Goldfarb adds. “You vote in favor of the deal,
then take your money out and you can still have your warrants.”
Perhaps the only real activist opposition to a SPAC vote was
at Far Point Acquisition Corp. in the first half of 2020, when
the impact of the pandemic turned its sponsor, Third Point
Partners, off the idea of taking a VAT-refund business public.
Third Point’s qualms were eventually soothed when Silver
Lake Capital, a private equity firm that was party to the deal,
increased its funding for the business, guaranteeing a smoother
debut. Those unique circumstances offer little evidence that
pre-deal SPACs will be attractive targets.

Those protections mean little to short sellers, however. Attacks
on de-SPACed companies have been common, with 35 in
the past two years including high profile wins at Nikola and
Lordstown Motors. Many have accused companies of making
unrealistic promises about their business and products, drawing
attention to the less onerous process of regulatory review that a
SPAC merger undergoes, compared to a full IPO.

“

DWAC’s stock had risen almost 10-fold on the announcement
of the deal, so the situation was somewhat unusual and
Iceberg said it expected most short sellers to continue focusing
on SPACs that had completed a deal rather than publishing
anything that might stop a deal from happening in the first
place. But the campaign provides a warning that should apply
to even a company that appears undervalued to an activist.
“You will send the stock price back to the cash value of the
SPAC after they abandon the merger,” the short seller said in an
emailed response to Activist Insight Monthly’s questions.
“Post-merger, if the target company is terrible, the de-SPAC can
go to zero.”

A more unusual target is a SPAC that has not yet completed a
merger. Yet Iceberg Research did just that when it bet against
Digital World Acquisition Corp. (DWAC), which had agreed to
buy Trump Media & Technology Group.

Josh DuClos, a SPAC expert and partner at law firm Sidley
Austin, told Activist Insight Monthly that the spread on SPACs
might provide a disincentive. It makes little sense for a SPAC to
trade too far from its IPO price because owners are likely to at
least get their money back, he said. When a deal is announced,
the redemption feature and warrants often put a floor under
the price. Activists also have little leverage over the choice
of a SPAC target and may find it hard to go much beyond
suggesting ideas to management.

SHORT SELLERS WITH MOST CAMPAIGNS AGAINST SPACS

HINDENBURG

ICEBERG

SPRUCE POINT

MUDDY WATERS

KERRISDALE

SCORPION

BONITAS

JEHOSHAPHAT

RESEARCH

RESEARCH

CAPITAL

RESEARCH

CAPITAL

CAPITAL

RESEARCH

RESEARCH

MANAGEMENT

MANAGEMENT
Source: Insightia | Activist Insight Shorts
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FISH IN A BARREL

POST-MERGER, IF THE TARGET COMPANY
IS TERRIBLE, THE DE-SPAC CAN
GO TO ZERO.

WEWORK AND EX-PRESIDENT DONALD TRUMP’S SOCIAL MEDIA COMPANY
WERE AMONG THE COMPANIES ASSOCIATED WITH SPACS IN OCTOBER.
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AN INTERVIEW WITH KAI LIEKEFETT AND DEREK ZABA, CO-HEADS
OF THE SHAREHOLDER ACTIVISM DEFENSE PRACTICE AT SIDLEY AUSTIN.

What kinds of activism are SPACs vulnerable to?
Kai Liekefett: SPACs are vulnerable to all of the same types of
shareholder activism as other public companies – traditional
long activism, short activism and, increasingly, ESG activism.
Increased competition among activists and fewer public
companies ensure that the dramatic increase in the number of
companies that have gone public through a de-SPAC merger
present a rare greenfield opportunity for activists. In addition,
de-SPACs are often less mature and less ready for the public
markets than companies that have recently gone through
an initial public offering (IPO), let alone the average public
company. Furthermore, recent high rates of redemption and
cooling PIPE (private investment in public equity) markets
have resulted in more de-SPACs with less cash on the balance
sheet and trading price headwinds.
How long does it take a SPAC to become vulnerable in
the ways you outlined?
Derek Zaba: After a de-SPAC merger is completed and the
SPAC transitions from a pool of capital into a public operating
company, the risk of shareholder activism rises dramatically.
As is the case for recent IPOs, de-SPACs typically have a very
short “honeymoon phase” of immunity from shareholder
activism. The risk of short activism becomes a threat within
months of going public after a lending market develops,
followed by the potential for traditional (long) activism. The
honeymoon period for traditional long activism for IPOs
typically lasts 12-18 months, and we expect this to be shorter
for de-SPACs absent a majority or near-majority shareholder.
One of the bigger reasons is that a de-SPAC generally does
not involve the same level of scrutiny as an IPO, so some
of the companies that are brought public through a
de-SPAC merger would not have survived the IPO due
diligence process.
ESG activism historically comes later, typically after a
company has reached a sufficient size and prominence to
be subject to draw the attention of Rule 14a-8 shareholder
proposal proponents, which will likely be similar for de-SPACs.

10

Are there steps SPACs should take following a merger to
protect themselves?
KL: A comprehensive defense begins at the formation of the
SPAC, with different steps along each stage of the de-SPAC
merger process. During the de-SPAC merger, it is important
to ensure proper board composition and management team
preparedness by having a diverse and qualified array of
experts with public company experience. At this point, SPACs
should be careful to include achievable forecasts. Overly
optimistic projections provided in conjunction with the merger
may be used against a newly public company by activists if
they are not achieved.
After the merger, the newly formed public company should
adopt certain practices to prepare for a potential activist
threat. This includes governance that protects against
activism and regular reviews of governance practices to
update protections against evolving activist tactics. The
board of directors and management team must also remain
educated and prepared for an attack, including having a breakthe-glass plan. A company should look out for early warning
signs of shareholder activism, such as unusual activity in the
shareholder base.
Activist investors have been among the investors launching
their own SPACs. Is this a further development of
activist tools?
DZ: Several well-known shareholder activists have formed
SPACs of their own, but it remains to be seen whether and
how any of these SPACs may be used to facilitate the goals of
the activist. Activists could potentially form a SPAC with the
goal of using the resulting de-SPAC as a permanent source of
capital for future campaigns. Also, activists frequently demand
that a company pursue a spinoff or carve-out transaction. The
fact that hundreds of SPACs are available as potential vehicles
to facilitate those transactions may result in an increase in this
type of activist demand over the next two years.

LEADING
THE DEFENSE
OF THE
WORLD’S
PUBLIC
COMPANIES
Ranked No. 1 in the
shareholder activism defense
league tables of Bloomberg,
FactSet, Refinitiv (formerly
Thomson Reuters), and Activist
Insight for 2020 and H1 2021

Proxy fights and activist situations are bet-the-company
situations, and there is no time for “training on the job.” Over
the past five years, Kai Liekefett and Derek Zaba, the co-chairs
of this team, have represented companies in hundreds of activist
campaigns, including more than 85 proxy contests.

Selected as “Defense Adviser
of the Year (Large Cap)” by
The Deal for our shareholder
activism work in 2020

TALENT. TEAMWORK. RESULTS.

Chambers USA ranks both
co-chairs of Sidley’s
Shareholder Activism
practice as leading lawyers
for “Corporate/M&A:
Takeover Defense”

Kai Haakon E. Liekefett
New York
kliekefett@sidley.com

Derek Zaba
Palo Alto/New York
dzaba@sidley.com

AMERICA • ASIA PACIFIC • EUROPE

sidley.com
Attorney Advertising - Sidley Austin LLP, One South Dearborn, Chicago, IL 60603.
+1 312 853 7000. Prior results do not guarantee a similar outcome. MN-15909

BLACKWELLS CAPITAL’S YEARLONG STRUGGLE AT MONMOUTH TELLS THE TALE OF ACTIVISM
IN 2021 AND SHOWS THE BENEFITS OF PLAYING THE LONG GAME, WRITES JOHN REETUN.

$2.07B

EXCHANGE

NYSE

TICKER

MNR

HQ

HOLMDEL, NJ

CORPORATE
GOVERNANCE
SCORE:

11/20 (BAD)

However, Blackwells took issue with the board’s unwillingness
to create an independent committee for the process. The
following month, it nominated a four-person slate for
Monmouth’s board, arguing it couldn’t be trusted to manage
a sales review. It was joined by fellow activist fund Land &
Buildings, which also nominated four directors, including its
founder, Jonathan Litt.

Industrial Logistics’ $4 billion acquisition of Monmouth Real
Estate Trust marked the end of an 11-month period during
which the REIT’s embattled management fought off two
separate activist campaigns, received multiple takeover offers,
accepted one only to see it rejected by shareholders, then faced
the likelihood of losing a board seat battle until finding a white
knight in Industrial Logistic.
The campaign embodies many of the traits that have marked
the 2021 proxy season, which saw activist hedge funds and
private equity firms increasingly compete for the same value
opportunities, and some management teams take advantage
of that rivalry to protect their own interests. But at its end, the
biggest winner of this war is the activist that fired the first shot,
Blackwells Capital.

“

“

THE CAMPAIGN EMBODIES MANY OF THE
TRAITS THAT HAVE MARKED THE 2021
PROXY SEASON.

THE SPARK

The fight at Monmouth began the way it ended, with a
buyout offer. In the closing days of 2020, Blackwells offered

12

“

And the tactic almost succeeded at Monmouth. EQC’s $19.50
per share offer won the support of Land & Buildings, with Litt
calling it “a great outcome for all shareholders” and settled
with the company. Blackwells, however, called the offer “wholly
inadequate” and shifted its focus to defeating the EQC deal or
finding a better offer.

Likewise at Monmouth, Blackwells lost its fight to buy the
target company, but ended up winning the activism war.

MONMOUTH REAL ESTATE’S 12 -MONTH SHARE PRICE PERFORMANCE
A DECEMBER 21 2020 - BLACKWELLS OFFERED TO ACQUIRE MONMOUTH FOR $18 PER SHARE.
B MAY 5 2021 - MONMOUTH BOARD ACCEPTS EQC’S $19.50 PER SHARE OFFER.
C AUGUST 31 2021 - SHAREHOLDERS OVERWHELMINGLY REJECT EQC DEAL.

THE FIGHT AT MONMOUTH BEGAN
THE WAY IT ENDED, WITH A BUYOUT OFFER.

The activist infighting came to an end on May 5, when
Monmouth announced a deal to sell itself to Equity
Commonwealth (EQC) for $3.4 billion. The move could be seen
as a precursor to other cases this year where management has
secured a sale, or large minority investment in the face of an
activist proxy contest. Box used the tactic successfully when it
received a $500 million investment from KKR, gaining enough
shareholder support to defeat Starboard Value. Comtech has, as
of writing, stalled Outerbridge’s bid for board seats with private
equity deals and a possible buyout.

It’s not the first time that Blackwells has won by playing the
long game. Its campaign at grocery distributor and retailer
Supervalu, launched in October 2017, ran for 10 months, with
the activist nominating six directors and ending in a sale of
the company. Blackwells more than doubled the value of its
investment, according to Activist Insight Online data.

Following the EQC defeat, Blackwells shifted focus back to
winning board seats, calling for the company to schedule an
annual shareholder meeting, which it hadn’t done in 18 months.

The emergence of a second activist slate seeking multiple
board seats despite owning less than 1% of the company, raised
the ire of Blackwells’ founder Jason Aintabi, who complained in
an email that Litt “should spend less time tweeting and more
time buying shares.”

WHITE KNIGHT

It’s unclear whether Blackwells would have actually followed
through on its initial $18 per share offer. However, the activist’s
strategy proved – in the long run – to be highly profitable.
Indeed, since December last year, Monmouth’s stock has
surged almost 50%, with Blackwells’ push for a takeover surely
being one reason for the company’s stock’s rally.

25
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MARKET CAP

to acquire the REIT for $18 per share, a 20% premium to its
preannouncement price. Monmouth quickly rejected the
overture, calling it “not in the best interest of the company,”
though it did launch a strategic review, saying it would weigh
up alternatives which could include a sale to another party.

VOLUME (000’S)

REAL ESTATE

TAKEAWAYS

That chance came in July when Monmouth received a new
takeover offer from Starwood Capital, setting off a bidding
war in which both sides raised their offers. Monmouth’s board
continued to recommend shareholders support EQC’s offer,
despite the existence of a higher offer from Starwood and
criticism of the deal by proxy advisory firms like ISS and Glass
Lewis. And on August 31, shareholders rejected the deal in a
landslide defeat for management. Since 2013, only one other
U.S. merger has received less shareholder support, according to
Proxy Insight Online data.

“

SECTOR

But hostilities ended November 5 when, with the activist’s
blessing, Monmouth accepted Industrial Logistics’ $21 per
share offer.

IT’S UNCLEAR WHETHER BLACKWELLS
WOULD HAVE ACTUALLY FOLLOWED
THROUGH ON ITS INITIAL $18 PER
SHARE OFFER.

THIRD TIME’S A CHARM
MONMOUTH REAL ESTATE
INVESTMENT CORPORATION

“

“
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Share price data sources: CSI - www.csidata.com and Xignite

ACTIVIST INSIGHT MONTHLY NOVEMBER 2021 | WWW.ACTIVISTINSIGHT.COM

13

TALK IS CHEAP
KIMMERIDGE ENERGY PREPARES A SECOND ACTIVISM FUND AS IT EXPECTS
MANAGEMENT TEAMS TO BREAK PROMISES MADE DURING THE COVID-19 DOWNTURN,
WRITES JASON BOOTH.

“We can be very aggressive during downs because we’re not
looking over our shoulder,” said Dell, who noted that oil was
at over $100 per barrel when Kimmeridge was founded in
2012 and has since then gone through at least two significant
downturns.

AUM

$2.3B (MARCH 2021)

FOCUS

OCCASIONAL

FOUNDED

2012

Kimmeridge Energy has become one of the busiest activists
in the oil and gas space, targeting four companies over the
last two years. It is also among the most vocal in calling for
better industry standards on executive pay and carbon capture;
standards against which it judges its own portfolio companies.
The activist role is unusual given Kimmeridge is a private
equity firm rather than a hedge fund. But that direct ownership
structure, enabling Kimmeridge to tailor its investment style
based on the target and market condition, is key to the firm’s
success in an inherently risky sector, according to co-founder
Ben Dell.
“The firm is driven by a philosophy of where you want to be
and what do you want to own rather than what structure you
have,” he told Activist Insight Monthly in an interview. “If you
look at a highly cyclical sector like oil there are different points
in the cycle where a different path to entry makes sense.”
Over the years Kimmeridge has leased and operated assets,
owned mineral rights, and been a distressed debt investor. And
starting in 2018, it began making public equity investments and
calling out underperforming management teams.

GOING ACTIVIST
In April of that year, it disclosed an 8.1% stake in Carrizo Oil
& Gas and called on the company to sell its drilling fields in
South Texas and use the proceeds to reduce debt and buy
back stock. The campaign failed, in a sense, as Carrizo rejected
Kimmeridge’s recommendations. But financially it marked the
firm’s first big activist win, with Kimmeridge reportedly making
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The firm boosted its activism strategy in February 2020 when
it hired Mark Viviano to head its public equity investments
and began raising money for a dedicated activism fund,
Kimmeridge Energy Engagement Partners. Two months later
it nominated three directors at oil exploration and production
company Ovintiv, with Viviano calling it “one of the more
egregious examples of misalignment in the sector.”
Ovintiv has since shed assets, added a new director in a
settlement with Kimmeridge, and announced the departure
of its long-serving chief executive. The stock has more than
tripled in value since the activist first disclosed its stake.
More public campaigns seem likely as the promises made by
boards in the depth of the COVID-induced market crash come
due. “Talk is cheap,” said Viviano. “At $30 oil companies had no
other option but cut back spending, prioritize the balance sheet
and make all sorts of pledges to investors, but what will they do
with that cash flow at $80?”

“

“

NEW YORK, NY

Another less obvious strength, according to Dell, is being based
in New York City rather than oil cities like Dallas or Denver,
as it allows for more independent thinking. “Being based in
New York has been a huge advantage, especially as we start

“

“

HQ

a 90% return on its $100 million initial investment when it
exited the stake two months later.

BEING BASED IN NEW YORK HAS BEEN A
HUGE ADVANTAGE, ESPECIALLY AS WE
START TO THINK ABOUT WHAT COMES NEXT
IN ENERGY BECAUSE WE HAVEN’T GOT
CAUGHT UP IN THE CROWD.

to think about what comes next in energy because we haven’t
got caught up in the crowd,” said Dell. “We are able to separate
ourselves out.”

NEW YORK ADVANTAGE
KIMMERIDGE ENERGY MANAGEMENT

““

“

avoided using any leverage in its investment strategies, a
trait that has helped it operate successfully through wild
market fluctuations.

AT $30 OIL COMPANIES HAD NO OTHER
OPTION BUT CUT BACK SPENDING,
PRIORITIZE THE BALANCE SHEET AND MAKE
ALL SORTS OF PLEDGES TO INVESTORS, BUT
WHAT WILL THEY DO WITH THAT CASH
FLOW AT $80?

That means Dell and his team spend much of their time
traveling to oil fields and energy facilities to their view assets
and meet the management teams running them. “Financial
output and spreadsheets aren’t going to give you the answer,”
said Viviano. “I’ve been to Denver, and I’ve been to Texas
multiple times already this year.”
So, does that mean management teams in the oil patch are
becoming more comfortable dealing with New York-based
activists? “I don’t know if comfortable is the right word, but
there’s an acceptance,” said Viviano.

IF YOU LOOK AT A HIGHLY CYCLICAL
SECTOR LIKE OIL THERE ARE DIFFERENT
POINTS IN THE CYCLE WHERE A DIFFERENT
PATH TO ENTRY MAKES SENSE.

NEW MONEY

Kimmeridge’s first activism fund aimed to raise $500 million,
though according its most recent Form-D disclosure it brought
in well under $200 million, a shortfall that Dell attributes partly
to the challenge of raising money during the COVID-19 crisis.
With that out the way and fresh from its Ovintiv win, the firm is
preparing to launch a second activism-focused fund, according
to Dell, again with the aim of raising $500 million or more.
One thing the firm will not be doing, however, is borrowing
money to increase its buying power. The firm has traditionally

KIMMERIDGE ENERGY HAS BECOME ONE OF THE BUSIEST ACTIVISTS IN THE OIL AND GAS SPACE.
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ACTIVIST INSIGHT VULNERABILITY

WITH ACTIVIST INTEREST IN THE INSURANCE SECTOR PICKING UP, UNDERPERFORMING
AND UNDERVALUED CONGLOMERATE ALLEGHANY LOOKS INCREASINGLY VULNERABLE TO
ACTIVISM, WRITES IURI STRUTA.

TOTAL SHAREHOLDER RETURN (%)

Alleghany, a $9.5 billion market-capitalization company, has
underperformed its close peers like W.R. Berkley, Progressive
Corporation, and Markel, while it also seems heavily
undervalued on a price-to-book ratio - a common method
to value insurers. Alleghany’s total shareholder returns lag
peers over all relevant periods and its stock trades at a slight
premium-to-book value, versus best-in-class peers that trade
at two times or three times book value.

300

“

“

WHERE’S THE DIVIDEND?

TOO COMPLEX

A HIGHER DIVIDEND YIELD NORMALLY
MEANS A HIGHER-RATED COMPANY.

ALLEGHANY
SECTOR

FINANCIAL SERVICES

MARKET CAP

$9.34B

EXCHANGE

NYSE

TICKER

Y

HQ

NEW YORK, NY

CORPORATE
GOVERNANCE
SCORE*

13/20 (AVERAGE)

One of the main reasons for this undervaluation is the
company’s complexity. In addition to a property and casualty
insurance and reinsurance business, Alleghany owns
operational firms like hotel services provider Concord, steel
erector WAFCO Steel, and musical instruments manufacturer
Jazwares, among others. This collection of businesses,
called Alleghany Capital, is responsible for about 27% of the
company’s revenues.

VULNERABILITIES
VALUATION

PROFITABILITY

Activist interest in the insurance sector has been on the rise.
U.K.-based Aviva Investors, Prudential, and Principal Financial
Group have all faced activism this year. The latest target is
Willis Towers Watson, which has Starboard Value and Elliott
Management on its share register apparently ready to push
for changes.
If that interest spreads to the U.S., activists will likely be
looking at Alleghany. The company resembles a smaller
version of Warren Buffett’s Berkshire Hathaway in that it
owns an insurance business and a host of other unrelated
operational businesses. But unlike Berkshire, Alleghany has
underperformed its peers financially and its stock looks
undervalued. And while high levels of insider ownership
protect Berkshire from activism, Alleghany stock is widely
held. As a result, Activist Insight Vulnerability puts New Yorkheadquartered Alleghany in the 90th percentile of companies
most vulnerable to shareholder activism over the next
nine months.

PERFORMANCE

GOVERNANCE

PERCENTILE RANK
100

Indeed, peers W.R. Berkley and Progressive - who pay
dividends to shareholders - trade at higher valuations than
those that don’t.

80

BE BOLD

60

An activist could demand that Alleghany sell off Alleghany
Capital and become a pure-play property casualty insurer and
reinsurer. The proceeds from the sale could be used for capital
returns to shareholders as this could boost the valuation.
Meanwhile, the company could initiate a dividend as another
way to increase returns.
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Another reason for the poor rating is the lack of a dividend.
Due to their complexity, insurance companies are typically
valued on their dividend yield. The higher the capital returns,
the better the valuation. “Insurance is quite particular, the
dividend is a more important signal than in other sectors.
A higher dividend yield normally means a higher-rated
company,” Cevian Capital’s Harlan Zimmerman said in an
interview with Activist Insight Monthly in the October edition.
Cevian recently invested in Aviva and has been pushing for
higher returns to shareholders via dividends.
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Source: Insightia/Activist Insight Vulnerability, as of October 25, 2021.

Changing some directors on the board could be long overdue.
Alleghany’s board has an average tenure of 10.1 years versus
less than eight for the S&P 500 Index average. Seven of the
nine directors have served for at least nine years.
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Source: Insightia/Activist Insight Vulnerability, as of October 25, 2021.

DIVIDEND POLICY AND VALUATION
RETURN ON
AVERAGE
EQUITY
(ROE)

COMPANY

DIVIDEND POLICY

P/B
RATIO

ALLEGHANY

No dividend

1.05

10.4%

BERKSHIRE
HATHAWAY

No dividend

1.4

23.8%

MARKEL

No dividend

1.3

20.3%

PROGRESSIVE

0.4% (plus variable
annual dividend –
9% in 2020)

2.99

30.4%

W.R. BERKLEY

2%

2.32

14.7%

Source: Insightia/Activist Insight Vulnerability, as of October 25, 2021.

An activist investor could also argue that the company would
be better served by an outside CEO rather than promoting
from the inside. Current chief executive Weston Hicks, who
has helmed the company since 2004, will step down later
this year. He will be replaced by Executive Vice President
Joseph Brandon, who has been with the company since 2012.
During Hicks’ tenure, Alleghany shares have underperformed
all its close peers by between 120 percentage points and 325
percentage points.
A surefire way to increase shareholder returns could be to
push for a sale. Alleghany is the smallest of its large peers and
it could join forces with either W.R. Berkley or Markel.

*Source: Insightia | Activist Insight Governance. A higher score indicates a more shareholder-friendly corporate governance structure.
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Alleghany has five activists on its register owning toehold
stakes, including Cannell Capital and Cove Street Capital.
BlackRock, Vanguard, and State Street, typically less likely to
back activists, collectively own around 21% of the stock. The
rest of the shares are in the hands of active stock pickers like
Victory Capital Management, Franklin Resources, and
Boston Partners.
The director nomination window opens on December 24 for
one month.

“

ALLEGHANY HAS FIVE ACTIVISTS ON ITS REGISTER
OWNING TOEHOLD STAKES.

“

AN ACTIVIST COULD DEMAND THAT
ALLEGHANY SELL OFF ALLEGHANY CAPITAL
AND BECOME A PURE-PLAY PROPERTY
CASUALTY INSURER AND REINSURER.

This article was first published on Activist Insight Vulnerability
on November 4.
DISCLAIMER: Activist Insight Vulnerability reports use
proprietary data, along with third-party analyst reports and, in
certain cases, interviews with industry sources to identify
companies that might become activist targets. They represent
an analytical attempt at predicting companies that may be
engaged by an activist from a wide range of possible targets
and are in no way intended to indicate that a speculated event
is imminent or will take place. Insightia does not provide
investment advice or accept responsibility for the result of
trades based on Activist Insight Vulnerability reports or
descriptions of Activist Insight Vulnerability reports by thirdparty media.

ALLEGHANY’s 12 -MONTH SHARE PRICE PERFORMANCE
A DECEMBER 5, 2020 - ALLEGHANY ANNOUNCES DIVESTITURE OF STRANDED OIL RESOURCES.
B MARCH 3, 2021 - ALLEGHANY ANNOUNCES CEO WESTON HICKS WILL RETIRE AY END OF YEAR.
C SEPTEMBER 21, 2021 - CHRIS CHEESMAN JOINS BOARD AS INDEPENDENT DIRECTOR.
D OCTOBER 18, 2021 - ALLEGHANY CAPITAL ACQUIRES ANCHORBUOY LINESIGHT.
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WHISTLEBLOWERS AND LAWYERS

HE IS ALSO NOT INVOLVED IN OR ENRICHED
BY ANY SYSTEMATIC DEPLETION OR
DETERIORATION OF THE ASSETS OF ADLER.

SHORT SELLER CLAIMS GERMAN REAL-ESTATE COMPANY ADLER IS CRIPPLED BY DEBT AND RUN
BY A SECRETIVE BUSINESSMAN ACCUSED OF FRAUD, WRITES JOE LYONS.

The company also noted that a number of institutional
investors have shown interest in acquiring large parts of Adler’s
portfolio. A more detailed response to the short report was
promised by Adler but has yet to materialize.

MARKET CAP

EUR 911M

EXCHANGE

XETRA

TICKER

ADJ.DE

HQ

BERLIN, GERMANY

In March, six major banks received an email detailing how
Adler Group, one of Germany’s largest housing landlords,
was being indirectly run by Cevdet Caner, a businessman
dogged by historic fraud allegations. The email, sent by a
former Caner employee, in time found its way to short seller
Viceroy Research, which on October 6 released a scathing
report announcing it was short Adler’s stock and claimed
the company is a “hotbed of fraud, deception, and financial
misrepresentations.” Following the whistleblower’s lead, Fraser
Perring’s short outfit alleged that Adler is controlled by an
“secretive, kleptocratic cabal” headed by Caner. Adler’s share
price dropped 26% on the day of publication.

“

HOTBED OF FRAUD, DECEPTION, AND
FINANCIAL MISREPRESENTATIONS.

The report comes at a sensitive time for Adler, which is
reviewing a strategic sale of its yielding assets portfolio to raise
money to pay off loans. But the short seller said the landlord
has an “artificially inflated balance sheet that is disguising a
bond default,” and “it does not appear its mismarked assets
can support its crippling debt.”

CEASE-AND-DESIST
Adler responded to the short report saying the key allegation
that the real estate asset values on Adler’s balance sheet are
artificially inflated is “evidently false,” in an October 6 press
release. It added that the real estate value in its balance sheet
had been determined by independent real estate property
appraisers and confirmed independently by financing banks.

SELLOUT

Not long after the back and forth between Caner/Adler and
Viceroy, one of Adler’s biggest shareholders sold almost its
entire stake. Fairwater Multi-Strategy Investment sold a 5.5%
stake and now owns less than 0.1% of the company, according
to a regulatory filing. “Seems that Adler shareholder doesn’t
believe Caner’s comments on our report. Still yet no answers
from Adler,” said Viceroy’s Perring in an October 18 tweet.

But a law firm representing Caner went further, sending a
cease-and-desist letter to the short seller on October 11. “It
is incorrect and thus not provable by evidence that Adler
is headed by our client. He does not lead either directly or
indirectly and does not exercise any actual directing influence
on Adler,” said Caner’s legal representatives. “He is also
not involved in or enriched by any systematic depletion or
deterioration of the assets of Adler as alleged by you.”

“

ADLER GROUP’S 12 -MONTH SHARE PRICE PERFORMANCE

A OCTOBER 6, 2021 – VICEROY RESEARCH ISSUED A SHORT REPORT ON ADLER GROUP ACCUSING IT OF FRAUD.
B OCTOBER 12, 2021 – VICEROY RESEARCH PUBLISHED AN ANONYMOUS WHISTLEBLOWER REPORT.
C OCTOBER 29, 2021 – CEVDET CANER BREAKS 10-YEAR MEDIA SILENCE TO REFUTE ALLEGATIONS.

The legal maneuvering did little to silence the short seller,
which subsequently published both the whistleblower’s email
and the cease-and-desist letter.
The email said Caner “has been fraudulently concealing his
identity as a controlling investor” of Adler “because he has
been under criminal investigation by the Austrian authorities”
and has been involved in numerous past bankruptcies and
frauds,” mainly referring to his dealings at Level One real estate
group that was subject to a long acrimonious investigation
after the group buckled under 1.2 billion euros of debt.
The former Caner employee said Deutsche Bank, Goldman
Sachs, JP Morgan, Kempen, Morgan Stanley, UBS, and
UniCredit Bank had been involved in raising debt and equity
capital and providing other investment advisory services to
Adler and as such were complicit in concealing Caner’s identity
as founder. According to the anonymous whistleblower,
Caner used a complex web of ownership at Adler to “illegally
profit from numerous undisclosed insider dealings based on
complicated holding structures and proxies over the course of
many years.”

Adler is continuing to seek a resolution to cut its debt with a
$1.1 billion asset sale. The company’s shares were down 61%
year-to-date at the time of writing.

With pressure mounting, Caner broke his more than 10-year
media silence on October 29, telling the Financial Times

SINISTER PLOT ORCHESTRATED BY A FUND
MANAGER WITH A GRUDGE.

GOING PUBLIC

newspaper in an interview that he was the victim of a “sinister
plot orchestrated by a fund manager with a grudge – whom he
declines to name on record -- working in concert with Viceroy,
banks and hedge funds to bring down Adler.”
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Caner, through his lawyers, has denied the allegation, stating
that his wife holds Adler stock, but he does not, and that he
only provides consultancy services to the German property
company, seemingly for free.
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ACTIVIST INSIGHT SHORTS

ACTIVIST INSIGHT SHORTS

SHORT NEWS IN BRIEF

NEW SHORT INVESTMENTS

A ROUNDUP OF DEVELOPMENTS IN ACTIVIST SHORT SELLING IN OCTOBER.

A SELECTION OF THE LATEST ACTIVIST SHORT INVESTMENTS DISCLOSED IN OCTOBER.

Akazoo, the defunct music streaming company targeted by
short seller Quintessential Capital will pay $38.8 million in
settlement charges to the U.S. Securities and Exchange
Commission (SEC) as part of an ongoing fraud investigation.
The announcement comes 18 months after Quintessential
called the company a “castle of cards” with a negligible user
base and sales and predicting a 100% downside for the stock.
DETAIL
Sydney-listed Vulcan Energy Resources dismissed J Capital
Research’s thesis on its European lithium project, saying the
relatively new technology used to extract the metal is costeffective. J Capital claims Vulcan’s project in Germany is a
non-starter because it entails “unrealistic” recovery and flow
rates for lithium extraction, and that the study behind the
project was carried out by firms controlled by Vulcan’s
management. DETAIL
Nate Anderson, founder of short outfit Hindenburg Research,
lambasted CytoDyn for its cash position and legal troubles,
adding that it thinks the company’s chief executive is a
“world-class charlatan.” CytoDyn is also facing a challenge from
a group of activist shareholders. CytoDyn is under investigation
by the U.S Department of Justice (DoJ) and the Securities and
Exchange Commission (SEC). DETAIL

Iceberg Research disclosed a short position in the special
purpose acquisition company (SPAC) merging with President
Donald Trump’s new social media company. The short seller
believes that the soaring stock price of Digital World
Acquisition Corp. (DWAC) since the merger was announced
made it likely that Trump would seek to renegotiate the
arrangement to favor himself financially at the expense of
the SPAC. DETAIL
Short seller Jim Chanos accused International Business
Machines (IBM) of window dressing its performance, claiming
the technology giant is not nearly as profitable as it appears to
be on the surface. Chanos said in an interview with CNBC that
there is a significant gap between what IBM is reporting and
guiding in terms of earnings and what the company is actually
making. DETAIL
Short seller Spruce Point issued a short report on Heska
Corporation, saying the animal health equipment distributor is
using low-quality acquisitions to deflect market share loss and
margin erosion. DETAIL

ACTIVIST

COMPANY

WHITE DIAMOND
RESEARCH

MOMENTUS

HQ

DATE ANNOUNCED
OCTOBER 28, 2021

DETAIL
DETAIL

White Diamond said Momentus lied about its technology, and placed a zero-dollar price target on the company.

VICEROY RESEARCH

PAGSEGURO DIGITAL

OCTOBER 27, 2021

DETAIL

Viceroy said PagSeguro and StoneCo will see a massive share price decline after raids from U.S. authorities seeking evidence of
criminal activity.

VICEROY RESEARCH

STONECO

OCTOBER 27, 2021

DETAIL

Viceroy said PagSeguro and StoneCo will see a massive share price decline after raids from U.S. authorities seeking evidence of
criminal activity.

GRIZZLY RESEARCH

MP MATERIALS

OCTOBER 26, 2021

DETAIL

Grizzly argued that plans from the U.S. government could scupper MP Materials’ share price, and claimed the company has ties to
the Chinese government.

J CAPITAL RESEARCH

VULCAN ENERGY RESOURCES

OCTOBER 26, 2021

DETAIL

J Capital accused Vulcan Energy Resources of misleading investors about the financial feasibility of its lithium project in Germany and
claimed this is plagued by several key issues that make it a “non-starter.”

ICEBERG RESEARCH

DIGITAL WORLD
ACQUISITION

OCTOBER 25, 2021

DETAIL

Iceberg said that following the initial excitement of the Donald Trump-led SPAC, it sees “only risks” for investors.

SPRUCE POINT CAPITAL
MANAGEMENT

HESKA

OCTOBER 25, 2021

DETAIL

Spruce Point said Heska is using low-quality acquisitions to deflect market share loss and margin erosion.

BONITAS RESEARCH

ESS TECH

OCTOBER 22, 2021

DETAIL

Bonitas said the company has “lied to investors” about its customer base and projects.

WHITE DIAMOND
RESEARCH

NEXTPLAY TECHNOLOGIES

OCTOBER 20, 2021

DETAIL

White Diamond claimed NextPlay has a far more limited business than investors realize.

CULPER RESEARCH

DATCHAT

OCTOBER 14, 2021

DETAIL

Culper labeled DatChat as a “totally worthless stock promotion set to unravel as lock-up expiries begin in coming weeks.”

JEHOSHAPHAT RESEARCH

MAXLINEAR

OCTOBER 12, 2021

DETAIL

The short seller claimed a shrinking portfolio means MaxLinear will be unable to meet its growth expectations, which will have an
impact on its valuation.
SHORT SELLER JIM CHANOS ACCUSED IBM OF WINDOW DRESSING PERFORMANCE.
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ACTIVIST

COMPANY

J CAPITAL RESEARCH

FARADAY FUTURE

HQ

DATE ANNOUNCED
OCTOBER 7, 2021

DETAIL
DETAIL

J Capital said Faraday is far from delivering any electric vehicles despite eight years in the business and contended the company is
“nothing but a bucket to collect money” from investors.

BONITAS RESEARCH

TMC THE METAL COMPANY

OCTOBER 6, 2021

ACTIVIST INSIGHT ONLINE

NEWS IN BRIEF
A ROUNDUP OF DEVELOPMENTS IN ACTIVIST INVESTING IN OCTOBER.

DETAIL

Bonitas claimed the company has siphoned as much as $43 million to undisclosed company insiders.

ICEBERG RESEARCH

HYZON MOTORS

OCTOBER 6, 2021

DETAIL

Iceberg said Hyzon exaggerated claims about its business, and said its revenue is dependant on one customer already in
financial trouble.

SCORPION CAPITAL

GINKGO BIOWORKS

OCTOBER 6, 2021

DETAIL

Scorpion said the company’s business model is based on a “dubious” shell game, claiming “essentially 100% of [Ginkgo’s] deferred
revenue is from related-party ‘customers.’”

VICEROY RESEARCH

ADLER GROUP

OCTOBER 6, 2021

CAMBER ENERGY

OCTOBER 5, 2021

DETAIL

OCTOBER 4, 2021

DETAIL

Kerrisdale called Camber a “defunct oil producer” which is close to being delisted.

GRIZZLY RESEARCH

PEAK FINTECH GROUP

Grizzly argued Peak Fintech Group is not a “revolutionary” financial technology company but a scheme designed to enrich insiders via
“a series of sham transactions.”

J CAPITAL SAYS FARADAY IS FAR FROM DELIVERING ANY ELECTRIC VEHICLES DESPITE EIGHT YEARS IN THE BUSINESS.

23

Starboard Value-backed Acacia Research reportedly advanced a
$790 million cash offer to buy Comtech Telecommunications, a
provider of wireless communication systems engaged in a
proxy fight with Outerbridge Capital Management. Comtech
confirmed the overture and said its board was evaluating
Acacia’s proposal. DETAIL

DETAIL

Viceroy claimed Adler is a “hotbed of fraud, deception, and financial misrepresentation designed to hide its true financial position,”
which the short seller deemed “bleak.”

KERRISDALE CAPITAL
MANAGEMENT

NORTH AMERICA

Loretta Rogers, the matriarch of the family that controls Rogers
Communications, accused her son Edward of putting the
Canadian telecommunications giant “at risk” with his push for
five board seats and to make himself chairman. The battle
could derail the company’s CA$20 billion ($16 billion) planned
takeover of peer Shaw Communications. DETAIL
The board of Southwest Gas said it will review and evaluate
Carl Icahn’s $75 per share unsolicited tender offer “to determine
the course of action that the board believes is in the best
interest of Southwest Gas Holdings stockholders,” before
deciding whether to recommend shareholders support
the offer. DETAIL

Duke Energy is in “advanced settlement talks” with activist
Elliott Management that could see the power utility appoint
two directors backed by the activist. One of the directors would
join the board after the agreement is formalized, according to
media reports, while another would be recruited at a later date
with Elliott’s blessing. DETAIL
Legion Partners criticized the planned sale of SurveyMonkey
parent Momentive Global to software services company
Zendesk and said it would do “whatever is necessary” to block
the deal. Zendesk announced that it would pay 0.225 shares of
its own stock for each Momentive share, which worked out to a
price of $28 per share, about $4 billion. However, a plunge in
the stock price of both companies valued the offer at just
$22.80 per share as of October 29. DETAIL
Canadian National Railway appointed Salesforce executive
Jo-ann dePass to its board, as it faces a proxy fight from TCI
Fund Management (TCI) for four director seats. DETAIL

LEGION OPPOSES SALE OF SURVEYMONKEY PARENT MOMENTIVE GLOBAL.
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EUROPE
Third Point Partners, a more than $500 million stakeholder in
Royal Dutch Shell, said it believes the company should split its
refining and renewable operations. Dan Loeb’s hedge fund said
the two different businesses would attract different investors
and help clarify their respective strategies separately, according
to an investor letter. DETAIL
Barclays chief executive Jes Staley stepped down following an
investigation by the Financial Conduct Authority (FCA) into his
ties with disgraced financier Jeffrey Epstein, a year and a half
after activist investor Edward Bramson highlighted the probe as
a vulnerability for the British lender. DETAIL
Coast Capital Management agreed to sell its entire 12.8%
holding in FirstGroup, a week after the transport group shed its
remaining North American business, finalizing a process that
Coast had been calling for since 2018. FirstGroup said that it
would be returning 500 million pounds ($685 million) to
shareholders via a tender offer at 105 pence per share, a 9.2%
premium over the unaffected stock price. DETAIL

GlaxoSmithKline (GSK) announced that genetics professor
Harry Dietz will join the company as a director in 2022,
strengthening the board’s scientific expertise amid pressure
from Bluebell Capital Partners and Elliott Management to do
so. The move comes as GSK is preparing to split its consumer
health business and remain focused on prescription medicines
and vaccines. DETAIL
Oceanwood Capital Management came out in support of Cat
Rock Capital Management’s demand that Just Eat Takeaway
shed its U.S. arm Grubhub. Oceanwood said the Amsterdambased food delivery group should withdraw from distant
markets and provide more information about the performance
and prospects of iFood, the Brazilian startup in which Just Eat
Takeaway owns a 33% stake. DETAIL
London-listed aerospace and defense engineer TP Group
announced the departure of its chairman and CEO, and
unveiled a new strategy based on a relationship with activist
shareholder Science Group. TP Chairman Philip Holland
resigned from the board on Friday and on Monday CEO David
Lindsay said he would also be leaving. DETAIL

OCEANWOOD JOINS CAT ROCK CALL FOR JUST EAT TO SHED GRUBHUB.
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REST OF THE WORLD
The Bombay High Court ordered Zee Entertainment to refrain
from holding a special meeting requisitioned by activist
shareholder Invesco Developing Markets Fund, a win for the
media company’s founding family. The Invesco fund, the
largest investor in Zee with an 18% stake, had called for a
shareholder meeting to unseat the company’s managing
director and CEO Punit Goenka, and appoint six of its own
nominees on the board. DETAIL
Oasis Management urged Japanese paper manufacturer
Hokuetsu to sell its cross shareholdings and invest in biomass
power plants under a new CEO, arguing this is the “best way”
for the company to “survive and succeed” in a declining paper
industry. Oasis disclosed a 7.3% stake in Hokuetsu and said the
company should accept that its core paper pulp business is
facing tough challenges due to the rise of digital solutions.
DETAIL
A significant shareholder in Hong Kong-listed North Asia
Strategic Holdings called a special meeting to seat himself on
the board. Chow Wai Shing Daniel, who controls a 12% stake in
North Asia Strategic proposed himself as a director, according
to a statement from the company. DETAIL

Singapore billionaire Oei Hong Leong demanded an
investigation of the funds received by Raffles Education
Chairman and CEO Chew Hua Seng and his family members in
recent years. Aside from its feud with Oei, Raffles is being
scrutinized by authorities over loans taken by its Malaysian
subsidiaries. DETAIL
Ocean Capital took aim at directors of three Puerto Rico bond
funds seeking re-election later this month over low share
ownership, performance, and compensation. Ocean Capital’s
Heath Hawk urged shareholders in Tax-Free Fixed Income Fund
I for Puerto Rico Residents, Fund III, and Fund VI to reject
management’s director candidates and instead vote for the
dissident nominees. DETAIL
Activist investor Unearth International called on Nichiwa
Sangyo to delist its stock at 460 yen per share, a 50% premium
over the Japanese feed and livestock producer’s unaffected
share price. Unearth said in a letter to Nichiwa that the
company’s leadership has failed to take bold steps to boost
shareholder value in recent years despite calls from the activist.
DETAIL

OCEAN CAPITAL TOOK AIM AT DIRECTORS OF THREE PUERTO RICO BOND FUNDS.
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NEW INVESTMENTS

ACTIVIST INSIGHT ONLINE

ACTIVIST

COMPANY

SHAREHOLDER GROUP
OF FAR RESOURCES

FAR RESOURCES

HQ DATE NOTIFIED

DETAIL

OCTOBER 7, 2021

DETAIL

OCTOBER 6, 2021

DETAIL

OCTOBER 6, 2021

DETAIL

OCTOBER 6, 2021

DETAIL

OCTOBER 5, 2021

DETAIL

The dissident group advanced a three-person slate to Far Resources’ board.

A SELECTION OF THE LATEST ACTIVIST INVESTMENTS FROM AROUND THE WORLD IN OCTOBER.
ELLIOTT MANAGEMENT

HEALTHCARE TRUST
OF AMERICA

Elliott called on the company to launch a strategic review and explore the possibility of a sale.

JANA PARTNERS

ACTIVIST

COMPANY

OCEANWOOD CAPITAL
MANAGEMENT

JUST EAT TAKEAWAY

HQ DATE NOTIFIED
OCTOBER 28, 2021

DETAIL
DETAIL

ROYAL DUTCH SHELL

OCTOBER 28, 2021

DETAIL

Third Point built a stake worth more than $550 million, and urged the company to spin off its refining and renewables operations.

SANDPIPER GROUP

COMINAR REAL ESTATE
INVESTMENT TRUST

OCTOBER 25, 2021

DETAIL

Sandpiper and a consortium of other buyers reached an agreement to acquire Cominar.

HOBBLETON INVESTMENTS

PEAK RESOURCES

Jana said Macy’s should spin off its e-commerce business.

BRADLEY RADOFF

ENZO BIOCHEM

Radoff advanced himself and another nominee to Enzo’s board.

Oceanwood urged Just Eat Takeaway to sell its U.S. asset Grubhub or carry out a spinoff.

THIRD POINT PARTNERS

MACY’S

CARL ICAHN

SOUTHWEST GAS HOLDINGS

Icahn opposed Southwest’s acquisition of Questar Pipeline, said that it should sell its construction business, and has since launched
a tender offer for all the company’s shares.

OASIS MANAGEMENT

NIPPO

OCTOBER 4, 2021

DETAIL

Oasis came out against Nippo’s take-private deal, saying the current price undervalues the company.

OCTOBER 25, 2021

DETAIL

Hobbleton proposed a nominee to be elected to Peak Resources’ board, though the company advised against
the nominee.

ELLIOTT MANAGEMENT

CANADIAN NATIONAL
RAILWAY COMPANY

OCTOBER 20, 2021

DETAIL

Reports claimed Elliott built a stake in Canadian National, though the activist is yet to make any public demands.

SACHEM HEAD CAPITAL
MANAGEMENT

BOTTOMLINE TECHNOLOGIES

OCTOBER 20, 2021

DETAIL

OCTOBER 20, 2021

DETAIL

OCTOBER 18, 2021

DETAIL

OCTOBER 8, 2021

DETAIL

OCTOBER 8, 2021

DETAIL

Sachem Head reached an agreement with Bottomline to add a nominee to its board.

METAGE CAPITAL

THIRD POINT INVESTORS

Metage sent a letter to Third Point Investors calling for support on a vote for the fund’s future.

HUDSON EXECUTIVE CAPITAL

AKOYA BIOSCIENCES

Hudson disclosed a stake in Akoya but is yet to make any public demands.

THORNEY INVESTMENT GROUP

TERRACOM

The activist nominated a two-person slate to the company’s board.

SYMPHONY FINANCIAL PARTNERS

MARUKA FURUSATO

Symphony disclosed its stake and said it may advance proposals, though did not give any indication as to what it will seek.

ORBIS INVESTMENT MANAGEMENT

NIPPO

OCTOBER 7, 2021

DETAIL

Orbis urged against Nippo’s planned take-private deal and created a campaign website seeking alternative bids.

RMB CAPITAL MANAGEMENT

NIPPON BS BROADCASTING

OCTOBER 7, 2021

DETAIL

RMB proposed Nippon introduce an increased dividend payout.
JANA SAID MACY’S SHOULD SPIN OFF ITS E-COMMERCE BUSINESS.

27

ACTIVIST INSIGHT MONTHLY NOVEMBER 2021 | WWW.ACTIVISTINSIGHT.COM

28

ESG CORNER

MAKING HISTORY
IN A YEAR OF DRAMATIC ANNUAL MEETINGS AND SHAREHOLDER ENGAGEMENTS, INVESTORS
WIELDED THEIR PROXY VOTES TO COMMUNICATE THEIR EVOLVING EXPECTATIONS ON CLIMATE
CHANGE, DIVERSITY, AND COMPENSATION, WRITES REBECCA SHERRATT.

The 2021 proxy season was revolutionary in many respects.
Investors exhibited a renewed interest in a myriad of ESG
issues, including racial equality, worker protections, and
climate change, as the pandemic emphasized the importance
of robust risk oversight.

Although none of these eight resolutions subject to a
vote won majority support, multiple companies, including
BlackRock and Morgan Stanley, committed to conducting
independent audits and more proposals of this kind are
already being filed ahead of the coming proxy season.

More environmental shareholder proposals won majority
support than ever before, with average support for the 108
proposals subject to a vote globally almost doubling this proxy
season to 27.2%, compared with 16.6% and 18.7% in the
previous two proxy seasons, according to Proxy Insight
Online data.

Meanwhile, the renewed focus on racial and ethnic diversity
on boards was echoed in investor voting on director elections.
Leading fund managers, including BlackRock and State
Street Global Advisors (SSGA), heightened their expectations
regarding minimum board diversity thresholds and EE0-1
disclosure. Of the 17 failed director elections at U.S.-listed
companies this proxy season, 10 were due at least in part to a
lack of board diversity, according to investor voting rationales.

For the first time, the “say on climate” campaign, established
by the Children’s Investment Fund Foundation (CIFF),
provided investors with the opportunity to share their
thoughts on corporate decarbonization strategies. Although
the campaign was subject to a mixed reception in the
U.S., both European and Australian investors were quick to
embrace the concept of annual advisory votes on corporate
climate transition strategies.

The 2021 proxy season also bore witness to an increased
number of “say on pay” revolts, as COVID-19 impacted
corporate performance and shareholder returns. Investors
were quick to take voting action against compensation
structures that failed to align executive pay with broader
stakeholder experiences and corporate performance.

Engine No. 1’s proxy contest at Exxon Mobil highlighted
how ESG is becoming an increasingly important element
of shareholder activism. The campaign, based on the oil
major’s failure to establish robust climate transition targets,
saw three of four dissident nominees appointed to Exxon’s
board and a victory for environmental activism.

In the U.S., 2.2% of remuneration proposals received less than
50% support this proxy season, compared to 2.1% the previous
season, while in Europe 11.3% of “say on pay” resolutions
experienced a revolt, receiving less than 80% support,
compared to 9% the previous season, Proxy Insight Online
data show.

Diversity concerns also shared the spotlight this proxy season.
The 2020 Black Lives Matter protests accelerated investor
engagement with racial equity, resulting in five proposals
seeking disclosure of corporate diversity data winning majority
support this season, compared to two and four in the 2019
and 2020 proxy seasons, respectively.

“The reasons for failures were diverse but some common
themes emerged with shareholders strongly opposing
disconnects between pay and performance, adjustments to
long-term incentive plans, and overall pay magnitude,” Brian
Valerio, vice president at Alliance Advisors, said in an interview
with Insightia.

“We are seeing large investors like BlackRock and many
others, clearly saying to portfolio companies that now is the
time to act boldly and comprehensively on justice, equity,
diversity, and inclusion,” said Jonas Kron, chief advocacy
officer at Trillium Asset Management, in an interview
with Insightia.

All these trends, alongside additional analyses on human
rights, political contributions, and the voting trends of leading
fund managers, are examined in more detail in Insightia’s
Global Shareholder Voting Review, available to read now for
free. The report also features insights from leading corporate
governance professionals, including the Council of
Institutional Investors, Sidley Austin, Okapi Partners, and the
Society for Corporate Governance.

SOC Investment Group and the Service Employees
International Union (SEIU) filed the first racial audit
shareholder proposals this proxy season, which sought thirdparty audits analyzing an organization’s impact on nonwhite
stakeholders and communities.

29

THE PROXY VOTING
ANNUAL REVIEW 2021
DOWNLOAD NOW

M&A ACTIVISM 2021
DOWNLOAD NOW

THE ACTIVIST INVESTING
HALF-YEAR REVIEW 2021
DOWNLOAD NOW

ACTIVIST INSIGHT ONLINE

MONTHLY SUMMARY
A STATISTICAL BREAKDOWN OF ACTIVISM IN OCTOBER.

ACTIVIST TARGETS BY SECTOR

ACTIVIST TARGETS BY GEOGRAPHY
COMPANY HQ LOCATION

APRIL 2021

2021
YTD

2020
YTD

YOY %
CHANGE

SECTOR

APRIL
2021

2021
YTD

2020
YTD

YOY pp
CHANGE

U.S.

98

258

297

13%

BASIC MATERIALS

5.9%

8.0%

8.7%

0.8pp

CANADA

5

14

18

22%

COMMUNICATION SERVICES

2.6%

2.8%

3.6%

0.8pp

U.K.

5

12

15

20%

CONSUMER CYCLICAL

13.8%

12.9%

13.0%

0.1pp

AUSTRALIA

4

14

15

7%

CONSUMER DEFENSIVE

4.6%

6.7%

4.3%

2.4pp

EUROPE (EXCLUDING U.K.)

17

41

58

29%

ENERGY

2.0%

4.1%

3.1%

1.0pp

ASIA

20

45

41

10%

FINANCIAL SERVICES

15.8%

14.7%

14.1%

0.6pp

OTHER

3

4

2

100%

FUNDS

1.3%

2.1%

5.8%

3.8pp

TOTAL

152

388

446

13%

HEALTHCARE

10.5%

11.9%

10.3%

1.5pp

NUMBER OF COMPANIES PUBLICLY SUBJECTED TO ACTIVIST DEMANDS BY COMPANY HQ LOCATION.

ACTIVIST TARGETS BY MARKET CAPITALIZATION
MARKET CAPITALIZATION

APRIL
2021

2021
YTD

2020
YTD

INDUSTRIALS

16.4%

14.9%

18.6%

3.7pp

REAL ESTATE

6.6%

5.4%

3.8%

1.6pp

TECHNOLOGY

17.8%

13.1%

10.5%

2.6pp

UTILITIES

2.6%

3.4%

4.0%

0.7pp

PROPORTION OF COMPANIES PUBLICLY SUBJECTED TO ACTIVIST DEMANDS BY SECTOR.

YOY pp
CHANGE

NANO CAP (<$50M)

9.2%

9.0%

7.8%

1.2pp

MICRO CAP ($50M - $250M)

11.2%

11.6%

15.2%

3.6pp

SMALL CAP ($250M - $2B)

18.4%

20.9%

23.1%

2.2pp

MID CAP ($2B - $10B)

16.4%

17.5%

17.0%

0.5pp

LARGE CAP (>$10B)

44.7%

41.0%

36.0%

4.2pp

ACTIVIST DEMANDS BY TYPE
DEMAND TYPE

APRIL
2021

2021
YTD

2020
YTD

YOY pp
CHANGE

BOARD-RELATED

27.5%

37.3%

38.3%

1.0pp

BALANCE SHEET

10.4%

10.7%

11.2%

0.5pp

BUSINESS STRATEGY

1.9%

4.7%

3.1%

1.7pp

M&A & BREAKUP

9.0%

9.9%

9.1%

0.8pp

REMUNERATION

7.1%

6.3%

4.5%

1.8pp

OTHER GOVERNANCE

41.7%

29.5%

29.2%

0.3pp

OTHER

2.4%

1.5%

4.6%

3.1pp

PROPORTION OF COMPANIES PUBLICLY SUBJECTED TO ACTIVIST DEMANDS BY MARKET CAPITALIZATION.

SUCCESS RATES OF RESOLVED DEMANDS

PROPORTION OF PUBLIC ACTIVIST DEMANDS BY DEMAND TYPE.

OUTCOME

APRIL
2021

2021
YTD

2020
YTD

YOY pp
CHANGE

ACTIVIST AT LEAST PARTIALLY
SUCCESSFUL

31.8%

37.1%

31.8%

5.3pp

ACTIVIST BOARD SEATS GAINED BY GEOGRAPHY

ACTIVIST UNSUCCESSFUL

52.0%

44.7%

51.8%

7.1pp

COMPANY HQ LOCATION

WITHDRAWN DEMANDS

16.2%

18.2%

16.4%

1.8pp

OUTCOMES OF RESOLVED ACTIVIST DEMANDS.

NUMBER OF ACTIVE ACTIVISTS

ACTIVE ACTIVISTS

APRIL
2021

2021
YTD

2020
YTD

95

275

277

YOY %
CHANGE
1%

NUMBER OF INVESTORS MAKING A PUBLIC DEMAND OF A COMPANY.

APRIL
2021

2021
YTD

2020
YTD

YOY %
CHANGE

U.S.

15

74

89

17%

CANADA

0

2

10

80%

U.K.

4

5

2

150%

AUSTRALIA

4

10

2

400%

EUROPE (EXCLUDING U.K.)

4

12

8

50%

ASIA

4

13

26

50%

OTHER

0

3

3

0%

TOTAL

31

119

140

NUMBER OF BOARD SEATS GAINED BY ACTIVISTS BY COMPANY HQ LOCATION.

N.B. 1. ALL DATA EXCLUDE ACTIVIST SHORT POSITIONS.
N.B. 2. ALL PERCENTAGES ARE GIVEN TO ONE DECIMAL PLACE, AND MAY CAUSE ROUNDING ERRORS.
N.B. 3. YTD FIGURES ARE AS OF THE END OF APRIL OF THE GIVEN YEAR, UNLESS OTHERWISE SPECIFIED.
N.B. 4. MARKET CAPITALIZATION FIGURES ARE AS OF APRIL 30, 2021.
SOURCE: INSIGHTIA | ACTIVIST INSIGHT ONLINE
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15%

