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F TS F9|(shareholder activism)
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The activist continuum

Lessaggressive G > More aggressive

Tactic Shareholder engagement Shareholder proposals  Vote no campaign Proxy contest

What it is A request to meet with A non-binding resolution A campaign seekingto  An attempt to replace
management (and/or the  asking the company persuade shareholders  some or all of a
board) to discuss the to pursue a course of to vote against members company’s board with
shareholder's concerns  action that appearson  of a company's board directors nominated by
about the company the proxy statement for  or to withhold support  the shareholder activist

shareholders to vote on  on say-on-pay or
other matters
Whoislikely  Everyone Retail activists, Institutional investors Hedge funds
touseit advocacy groups

Source: The director’s guide to shareholder activism, PWC (2021)



Valuation effects of different types of shareholder activism
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Sgareholcller Negotiations . };ifige 'l:’ro:y Takeovers
: roposals und Activism ights
Uveoe”  0.06% 0.26% 4.97% 6.77% 15.31%

Form of Activism

Source: M.R. Denes et al. / Journal of Corporate Finance 44 (2017)
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ACSS — Alexander et al. (2010); AWH— Anson et al. (2003); AGK —
Appel et al. (2016); BBJ — Bebchuk et al. (2015), BFGW — Becht et al.
(2015); BM — Bizjak and Marquette (1998); BGS — Boyson et al. (2016);
BoM — Boyson and Mooradian (2011); BJK-a, BJK-b — Brav et al. (2009,
2015); BJMT — Brav et al. (2014); BJPT — Brav et al. (2008); CW — Cai
and Walkling (2011); CNW — Carleton et al. (1998); CGD — Caton et al.
(2001); CF — Cronqvist and Fahlenbrach (2009);CGG — Cuiiat et al.
(2012); DD — DeAngelo and DeAngelo (1989); DH — Del Guercio and
Hawkins (1999); DSW — Del Guercio et al. (2008); DW — Dodd and
Warner (1983); ESM — English et al. (2004); EFM — Ertimur, Ferri and
Muslu (2010); EFS — Ertimur, Ferri and Stubben (2010); GGJ —
Gantchev et al. (2015); GJ — Gantchev and Jotikasthira (2015); GS —
Gillan and Starks (2000); GC — Gonzdlez and Calluzzo (2016); GrS —
Greenwood and Schor (2009); HIZ — Helwege et al. (2012); IL —
Ikenberry and Lakonishok (1993); JK — John and Klein (1995); JPS —
Johnson et al. (1997); JS-a — Johnson and Shackell (1997); JS-b —
Johnson and Swem (2015); KMW — Karpoff et al. (1996); KZ-a, KZ-b —
Klein and Zur (2009, 2011); MOY — Matsusaka et al. (2015); MP —
Mulherin and Poulsen (1998); NOS — Norli et al. (2015); OS — Opler
and Sokobin (1997); PR — Prevost and Rao (2000); PRW — Prevost et al.
(2012); RS — Renneboog and Szilagyi (2011); SS — Song and Szewczyk
(2003); SWZ — Strickland et al. (1996); TC — Thomas and Cotter (2007);

and WWZ — Wahal et al. (1995). Albuquerque et al.(2021)
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Effects of shareholder activism on target firm value and governance features as well as characteristics of target firm.

Shareholder proposal

Study Abnormal return (%)
j[["aneilﬂ: Shorr-term valuation effects Panel C: Governance featur: Panel C: Other firm characteristics
iti ts:
m[(l;[ ‘Erress anllcalggemen s CEO turnover KMW No change Leverage JK Sa.me
Smith 008 Smith No change KMW'  High
- SWZ Same
Wahal 0.30 DH No change EFS High
DH —0.00 Board composition PRW Increase ind: RS High
Proxy mailing date: Control change attempted ~ DH Increase
;{MW - g:g Actual control change DH No change _
Wahal — 030 CEO compensation JPS No change Insider ownership KMW  Same
GS lr_‘llos'“'*"l J5-a No change Smith  Same
PR — 110 EFM Decrease EFMS LLg:’N"
TC —0.05 Governance changes accep ~ Smith 53% “success Firm size (e.g.. book value of asse jk High
cwW —0.12 Wahal 31% “success KMW  High
E:w g-gg Smith  High
- SWZ  High
Shareholder meeting date: 2
KMW —0 0% Other governance features BM Increase JS-a High
SWZ —0.13 (e.g., poison pills, board di ~ TC Increase BM High
Institutional ownership JK High
DH 0.07 o e
CGG 1317 Jssr:lth Egah
BM High
Panel B: Long-run returns EFM Low
Smith 2.84™"" RS Low
g"'r]_'?ha] - (3:"‘_1;2 Proportion of outside direct gy High
. EFM High
E:W ! ?1‘?14 EFS  High
- RS High
Takeover defenses EFS High
RS High

Source: M.R. Denes et al. / Journal of Corporate Finance 44 (2017)
NN —TsLLa_m_—m—__a_m—m—m—mn—5;,—L—,——
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= O

ra

CAR, 7 »|= 2 AR,

= 1

- Event window: (-14,14), (-5,5), (-3,3), (-1,1), (0,1), (0,3)

Clustering Regression
AadjGRT.,(AGRT.,)=a+B8,CPIR, .+ Y 7,CTR, .. +<, .
n=1
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