
 

 

Who is pulling the company’s strings? 

"The Edge’s thorough research is very honest and straightforward. The team is readily available for any 

questions, and their detailed answers are quickly provided." 

- Jagdish Mehta, Chersus Holdings LLC 

THE INVESTOR'S EDGE 

Biweekly Education Saving You Time & Money in Investing 

Following the Activists: Speak Softly and Carry a Big Stick 

 

I’ve had a few emails from partners asking if they should be following the larger hedge funds and activists when they 

accumulate positions in some of these special situations. The temptation is a difficult one. You hear of a well-known 

fund telling a good story about value creation, buying stock in a name, and then you think you should be in there too. 

But should you?  

 

Shareholder activist campaigns are still on the rise. Two high profile activists in recent weeks have seen a huge rebuttal 

from the companies in which they tried to change. Firstly, Pershing Square led by Bill Ackman lost in his bid to change 

the board and implement changes at Automatic Data Processing (ADP). Additionally, Nelson Peltz of Trian Fund 

Management was vying for a seat on the board of the largest company to face activist pressure, and also came away as 

a loser in the Procter & Gamble (PG) fight. So, what’s happening? 

 

http://www.edgecgroup.com/#contact
https://www.nytimes.com/2017/11/07/business/dealbook/adp-ackman.html
https://www.institutionalinvestor.com/article/b153zzrf8jqhr1/procter-amp-gambles-win-is-rare-in-a-year-of-activist-gains


 

Well, first the positives. A large shareholder can put pressure on company boards. No doubt. This is Carl Icahn’s big 

chant. “I fight for the shareholders and promotion of shareholders’ interests!” Whether you believe that or not is your 

opinion. The shouting and attention that the larger shareholders bring to the table may not necessarily have been 

known to the wider public. Private jets, parties etc. Thirdly, it can really highlight areas of value creation. Most funds 

nowadays are highlighting a breakup that creates some sort of value. This could be in the form of Spinning off or sale of 

a business. Some are highlighting poor management, change in governance, removal of directors, mergers, change in 

strategy and/or change in compensation structure for management. 

 

The negatives: 84% of directors believe most activist shareholders do not represent the interests of all of a given 

company’s shareholders*, saying they are simply too focused on short-term performance. This means that most 

directors are naturally hostile. Their reluctance to take on-board an outsider could hamper any activist efforts and 

potentially end in sabotage. Case in point, ADP CEO Carlos Rodriguez called Ackman a "spoiled brat." Secondly, it could 

take a while for the changes to come through. This could take years and still not be successful. Jana Partners are a 

notable fund that just walked away from getting involved with Agrium (AGU) because it was too much effort and the 

shareholders liked the way it was. Incidentally, the shares have gone on from the 2013 engagement to make significant 

gains. Companies are smarter nowadays. Activist defenders for companies can take the form of consultants from the 

big four as well as big banks that have set up their own divisions to assist on attacks.   
*Shareholder Activism Survey, 2016 

 

 
 

Icahn, Ackman & Einhorn – all have faced significant pushback to their activism strategies in recent times… 

 

So, knowing all this, how do you react to the news of a fund getting into a name? Well, here at The Edge, we are never 

going to push you a name purely because a well-known fund is in it. It doesn’t fit well with my philosophy of doing all 

your own work and checking the facts, something we have encouraged all our clients to do. Always. Secondly, I believe 

there are three prerequisites for activism to work and points you need to watch out for if you are going to weight an 

investment on an activist.  

 

http://www.edgecgroup.com/#contact
http://www.businessinsider.com/adp-ceo-ackman-spoiled-brat-2017-8


 

1. There needs to be something to change for the better for shareholders. Take the Ackman / ADP situation 

recently. The stock is on all-time highs and he is proposing something “even better” which will potentially result 

in 50k of job losses. For me as an investor, I can’t really see where the value lies and how it is realized with ADP. 

It’s a hope, a dream, and as my team here know, I hope for nothing. 

 

2. There needs to be the desire for change by the shareholders. Bullying a company when its doing well doesn’t 

really cut it. Also, not doing your homework is just as bad. There must be a desire for shareholder value. Get 

the shareholders behind you and you are free to press the plan and get it approved more easily. 

 

3. Lay out the plan as succinctly and clearly as possible. Don’t be posting that 100 pager on the Internet 

expecting “bigger means better!” Also, make sure that the layman (the shareholder) understands why you are 

doing this. Again, it must be for their benefit.  

 

Again, here at The Edge, we use the above for targeting companies ripe for change. Many potential Spinoffs we have 

spotted have come through over the past year, be it by our advice or just finally by the company recognizing the value. 

Wyndham Worldwide (WYN) is a great example of this. Please request our analysis. We will be producing on some 

potential Spinoffs in the upcoming Lite series as potential investments. Maybe you can get in before the activists do… 

 

I’d love to hear from you.  

 

Jim Osman 

CEO  

jo@edgecgroup.com  

http://www.edgecgroup.com/#contact
mailto:jo@edgecgroup.com


 

Like This? Want More? 

Contact us for a 10-minute chat here. Grab value from our LinkedIn group here. 

How do our ideas do? Take a look at our performance across 9 consecutive quarters. 

 

Make a Return on Investment. Partner with The Edge. 

Visit our Website. 

“I rely on [The Edge] as my sole source to quickly ascertain which Spinoffs are interesting and worth looking 

at further. Their service level is top-notch.” 

- Madan Gopal, Former Analyst, $7bn NY Investment Fund 

Test today if The Edge Group can deliver you value 

you can’t get anywhere else in the world... 
 

 

 

Want Investment Ideas Real Time?  
Follow us on Twitter: @edgecgroup 

The Edge Consulting Group LLC 
GREATER NEW YORK: 89 Headquarters Plaza | Morristown | NJ 07960 | +1 (973) 867 7760 

LONDON: 27 Old Gloucester Street | London | WC1N 3AX | +44 (0) 845 459 7103 
www.edgecgroup.com 

Click Here to Contact The Edge 
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