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Abstract  

With the surge of shareholder activism in Europe, this study sets out to investigate the 

stock performance and variation in returns of European shareholder activist targets, us-

ing a sample of Western European campaigns launched between 1998 and 2017. More-

over, the opportunity for other equity funds to shadow activist efforts to their own ben-

efit at lower costs is explored. 

 To gain comprehensive understanding of activist campaigns in Europe, abnormal 

stock returns are investigated in the short and long term by application of an event study 

methodology comparing realized returns to the predicted normal returns according to 

the simple market model, CAPM, and Fama-French five-factor model. The results show 

that activism generates positive abnormal returns across models in the short term; how-

ever, long-term superior returns are only found for raw, CAPM, and Fama-French five-

factor adjusted returns. Cross-sectional analyses of returns uncover that characteristics 

unique to the target, activist, campaign, and external environment may explain varia-

tions in returns in the short-term, but findings become inconclusive for the long-term 

decompositions.  

 Moreover, shadow portfolios of activist positions in Europe are composed and back-

tested to propose a superior semi-active investment strategy to equity funds. The results 

of the shadow portfolios show that while a strategy of investing in all campaigns with 

a 125-day investment horizon provides the largest absolute return of 659.60%, a sub-

portfolio tracking campaigns from Anglo-American governance regime provides the 

best risk-adjusted return.  

 In conclusion, this thesis contributes to previous literature by finding comprehensive 

evidence of superior short-term target stock returns for activist campaigns in Europe 

and partially in the long term. Furthermore, it can be recommended that equity funds 

screen for announcement of activist campaigns, thereby adopting an attractive shadow 

activist investment strategy to beat the market. 
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1 Introduction 

In the modern climate of corporate governance, shareholder activism has secured its seat at the board 

table. With assets under management being larger than ever, American hedge funds have in particular 

adopted an activist investment strategy of identifying and investing in undervalued firms, creating a 

strategy to maximize shareholder value, and ultimately launching a campaign to pressure the com-

pany to implement these changes (Brav et al., 2008). The willingness of investors to intervene with 

management’s decisions in order to protect shareholder interests has spread beyond hedge funds and 

the American borders, making active investing attractive even for passive mutual funds and the tar-

geting of European companies increasingly frequent.  

In the 1980s and 90s, shareholder activists carried the negative connotation of ‘corporate raiders’, 

who mastered brutish attacks to jack up the share price of target companies in the short term (Beatty, 

2016). Today, these activists are more frequently being viewed as credible investors, devoting signif-

icant time, money, and talent in their campaigns to improve the corporate governance and strategy of 

targets (Ibid.). Even so, the phenomenon, its variations, and implications remain poorly understood 

by the public. Moreover, academia is yet to prove the efficacy of shareholder activism, especially in 

Europe, and in spite of some evidence in support of positive short- and long-term effects on the per-

formance of the target companies, the claims of ‘myopic activism’, short-termism, and general skep-

ticism toward activist intentions continue to exist (Bebchuk et al., 2015). Additionally, as activism 

surges across the world, indices tracking the exact portfolios of hedge funds are gaining ground 

(AlphaClone, 2016; HFR, 2018; Natixis, 2018; STOXX, 2018). This points toward an interesting 

investment thesis for equity funds chasing returns, creating the same high-return exposures by pig-

gybacking on the work of activists, yet, at minimal costs. 

The proliferation of shareholder activism has given rise to a series of questions and interesting impli-

cations. Empirical research on shareholder activism in the US is profuse; however, due to the previ-

ously rare occurrence of European target firms and contradictions within research, consensus on this 

market is yet to be determined. In particular, this study seeks to shift focus to the other side of the 

Atlantic, to check if claims can be substantiated by examining the performance and implications of 

shareholder activism in Europe and the enticement of a semi-active shadow investing strategy to 

equity funds.  
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1.1 Motivation, Relevance, and Contribution 

In recent years, shareholder activism has manifested its place on the agenda of investors as activist 

activity has intensified worldwide with more and larger campaigns. As such, capital deployed in ac-

tivist campaigns in 2017 reached 62 billion dollars, more than doubling compared to 2016 (Lazard, 

2018). While the bulk of activism continues to take place in the United States (US), the rest of the 

world has seen an exponential increase in campaigns, especially led by Europe (Activist Insight, 

2018). Although fewer companies were targeted in 2017, activism took headlines, as campaigns were 

focused toward some of the world’s largest companies (Ibid.). Hence, the motivation to conduct this 

research at the current moment in time stems from the surge in European activism as well as the 

heightened coverage in public media.  

The theoretical relevance of this study stems from its aspiration to fill gaps and shortcomings in the 

existing literature on the performance of shareholder activist campaigns in three dimensions: i) time, 

ii) geography, and iii) methodological procedures. Firstly, since most of the research dedicated to the 

performance of shareholder activism is from the 1990s and 2000s, several data sets are relatively 

small and do not include the large number of campaigns completed over the last few years. This also 

raises the question as to whether early empirical contributions are still valid in today’s economic 

environment. Hence, an analysis of a data set that both includes recent years, but also spans a longer 

time period, including different macro-economic environments, extends the scope of this research 

compared to previous contributions. Secondly, a majority of previous research on shareholder activ-

ism has focused on companies and investors in the US, whereas the rest of the world is relatively 

under-researched (Croci, 2007). Moreover, European studies have focused on the United Kingdom 

(UK) or a single type of activism within Europe (Filatotchev & Dotsenko, 2015). Assessing different 

countries in Europe, and not only the UK, also permits the evaluation of the importance of a wide 

range of country characteristics, like ownership structures and corporate governance rules and laws 

to name a few (Croci, 2007). Hence, by studying the European market that has experienced a surge 

in capital deployed and includes all types of activism, we may enrich the contemporary understanding 

of the overall phenomenon, as well as understand how institutional environments affect shareholder 

engagement and performance. Thirdly, this study also makes a methodological contribution by refin-

ing existing analyses and proposing new ones. Regrettably, past authors have applied their own pre-

ferred methodological procedure of choice and not assessed the success of activism across models. 

Moreover, research has mainly focused on the short-term stock effects of activist campaigns and only 

touched lightly upon the long-term performance, which is problematic as activists are per se long-
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term investors (Bebchuk et al., 2015). This study seeks not only to include the short- and long-term 

stock performance by the use of several different models and methodologies, but also to apply stand-

ard cross-sectional approaches to uncover what drives the hypothesized positive abnormal return. By 

understanding what drives variation in returns, we are able to develop an approach for investment 

funds to shadow activists. 

Beyond adding to the current body of empirical evidence, this research is highly relevant from a 

practical viewpoint due to the economic significance of shareholder activism and because it provides 

interesting insights for professionals, investors, activists as well as those shadowing them. Although, 

multiple readers can draw practical conclusions by understanding the effect of activist campaigns and 

what drives the performance, the main beneficiary will be that of portfolio managers in equity funds, 

who want to tap into the abnormal returns created by activists by following a simple investment strat-

egy based on the announcement of activist campaigns.  

1.2 Research Question 

Having identified the current surge in European campaigns, the gaps in previous contributions on 

shareholder activism, and found the possible contributions this study can make in terms of empirical 

evidence and practical implications, we arrive at the main research question: 

Do activist campaigns in Europe lead to superior target stock returns in the short and long term, 

and how can other equity funds shadow this to their own benefit? 

To assist in answering the main research question, the following sub-questions will be addressed: 

x What is shareholder activism and how has it evolved over time? 

x Which differences exist between different types of activist investors? 

x How do shareholder activists utilize different strategies and tactics to obtain their ob-
jectives? 

x What are the incentives behind the occurrence and success of shareholder activism? 

x How do institutional conditions affect the occurrence and success of shareholder ac-
tivism? 

x Do activist campaigns in Europe create positive abnormal stock returns in the short 
and long term? 

x Are the different types of characteristics unique to the target, activist, campaign and 
external environment associated with different performance outcomes in the short and 
long term and why? 
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x Can equity funds benefit from free riding by creating a portfolio shadowing activist 
campaigns? 

x How can the unique characteristics be used to screen for investment opportunities and 
should equity funds deploy such an investment strategy? 

1.3 Scope and Delimitation 

This study wishes to examine campaigns conducted by shareholder activists in Europe, yet active 

choices have been made to delimit the research, both in terms of theory, sample, and methodology. 

Fundamental frameworks and theory from the fields of economics, finance, and governance are ap-

plied throughout the thesis without comprehensive introduction. Furthermore, as the empirical body 

of evidence on shareholder activism is large, an exclusion of that covering voting outcomes and suc-

cess of implementation of demands has been made. 

 We find it important to delimit our research to a formal definition of shareholder activism; how-

ever, not to limit our findings to one type of activism, i.e. either that by institutional investors or 

hedge funds. A formal definition of shareholder activism will follow that of peer-reviewed literature 

and will be further explained in section 2. Shareholder activism as examined in this study will be 

confined to publically listed companies in Europe, as shareholder involvement in private companies 

may be based on different considerations and do not hold the same publically available data. Further-

more, we draw a distinction from stakeholder-centered social activism, which focuses on social issues 

that do not have the main objective of increasing shareholder value. 

 The sample of this research is delimited to the campaigns identified through FactSet’s (2018) 

SharkRepellent database and Thomson One Banker (2018). The sample may differ from the universe 

of all activist targets, hence, a natural selection bias has occurred. Although, the research sets out to 

study European shareholder activism, the available data is limited to Western European companies; 

however, the sample will be referred to as European throughout the study. This suits the choice of 

models in the analysis, as the applied Fama-French factors are developed only from Western Euro-

pean countries. The time period of this study is 1998-2017 simply due to the occurrence of campaigns; 

the first campaign identified by the databases occur in 1998, and rather than choosing a subjective 

time period to analyze, a choice was made to include all campaigns and avoid potential selection 

biases. For the long-term analyses, the cut-off date for campaign announcement is set to 31.12.2014, 

as three years of stock data is necessary to hold sufficient validity of data about the long-term perfor-

mance. However, when constructing the shadow portfolios, campaigns from 2017 will be included to 
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make the most robust findings on viability of a shadow strategy. Therefore, this study provides an 

opportunity to understand the campaigns of the 21st century, which may or may not show different 

patterns of performance than earlier literature. Due to the limited availability of data, especially in 

regard to operational performance, some empirical analyses have to be confined to subsamples. 

Lastly, although this study seeks to reach high validity of results by employing different statistical 

methods and by carrying out several analyses to reach greater depth in the interpretation and discus-

sion of results, methodological delimitations were unavoidable. As such, we chose to exclude explicit 

analyses covering abnormal operational performance matched to peers because i) peer selection in 

itself holds many biases, and ii) operational data on targets was flawed or non-existent, narrowing 

down the sample to a disputable size, thereby not resembling the characteristics of the overall sample 

and the characteristics of European activism.  

1.4 Thesis Structure 

As figure 1 illustrates, the structure of this master thesis is intended to follow Bloom’s taxonomy 

(Kunen et al., 1981). Section 1 includes an introduction to the thesis, delimiting the research and 

presenting the research questions. Subsequently, a review of shareholder activism and main theoret-

ical contributions is conducted in sections 2 and 3. This paves the way for the empirical review, where 

research directly related to our research question will be covered in section 4, providing a solid foun-

dation for the methodology and study design in section 5. The methodology section focuses on the 

reasoning behind the collected data, the statistical methods applied and development of hypotheses 

for part I of the analyses focusing on performance. The section manifests itself in the analyses con-

ducted to answer the first part of the main research question, addressing the generation of abnormal 

returns by activists. The results of part I are presented in section 6, before moving on to part II of the 

thesis with the creation of a shadow portfolio in section 7. All results are tied together and discussed 

in section 8, where the contributions and implications of this research are also investigated. Finally, 

the validity and reliability of the thesis is discussed in section 9 and the thesis is concluded with a 

summary as well as suggestions for further research in sections 10 and 11. 



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 6 

 



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 7 

2 Background and Context 

This section formally introduces shareholder activism and its evolution, as the phenomenon serves as 

the focal point of this research. Although shareholder activism has become an increasingly popularly 

covered concept, heterogeneity in definitions exists; hence, the term requires an explicit definition. 

By covering the evolution in both the US, where shareholder activism arose, as well as describing the 

recent evolution in Europe, an understanding of the phenomenon and relevance for this study will be 

solidified. Furthermore, to provide nuances to the broadly defined term, literature covering different 

activist identities, their tools, and strategies as well as targets will also be reviewed.  

2.1 Defining Shareholder Activism 

As figure 2 illustrates, shareholder activism can be placed on a continuum of possible responses of 

dissatisfied investors to corporate performance (Gillan & Starks, 2007). At one extreme, dissatisfied 

investors may simply vote with their feet by buying and selling shares and are thus coined ‘active’. 

At the other extreme, the market for corporate control, i.e. investors who initiate takeovers to bring 

about corporate change, also represents active shareholders (Gillan & Starks, 1998). However, it is 

intermediate points on this continuum that often define shareholder activism, where dissatisfied 

shareholders continue to hold their shares and do not seek control, but instead use their ‘voice’ 

(Cziraki et al., 2010). The ways in which shareholders can discipline management through ‘voice’ 

range from threatening to sell shares (known as the ‘Wall Street Walk’), letter writing, and meetings 

with management and board, to asking questions at shareholder meetings and using corporate voting 

rights (Becht et al., 2009; Gillan & Starks, 1998). Accordingly, this study applies the definition that, 

“a shareholder activist is an investor who tries to change the status quo through ‘voice’, without a 

change in control of the firm” (Gillan & Starks, 1998, pp.3). Hence, without spending the resources 

necessary to gain control, shareholder activists can influence decision-making and create shareholder 

value (Sharfman, 2015). The fact that activists do not try to gain control, help distinguish the business 

model to that of private equity. Consequently, shareholder activism becomes a market for influence 

rather than a market for control (Armour & Cheffins, 2009). Therefore, private equity will not be 

included in this research’s definition of shareholder activism.  

Shareholder activism is also described by Low (2004) as, “the exercise and enforcement of rights by 

minority shareholders with the objective of enhancing shareholder value over the long term” 

(pp.186), yet for this thesis we will not restrict the definition to only contain activists who pronounce 
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long-term objectives. However, it remains important that the intervention is undertaken with share-

holder rights as the point of departure, meaning that distressed debt investing carried out by ‘vulture 

investors’ does not qualify as shareholder activism (Armour & Cheffins, 2009). Vulture funds may 

be activist in orientation but as they rely on debt positions, rather than equity, they cannot be defined 

as shareholder activists (Ibid.). Having excluded vulture investors and private equity, we also focus 

our definition to investors who aim at profiting by intervention. This follows the definition of Noe 

(2001), where monitoring and intervention by large, initial-ownership positions acquired for reasons 

unrelated to investing are excluded, such as monitoring by family trusts. 

 

2.2 Development 

Shareholder activism is not a novel phenomenon, as many forms of shareholder engagement and 

discussion with companies, questioning or complaining against company policies could be regarded 

as early forms of activism (Chiu, 2010). However, systematic forms of activism arguably emerged in 

the 1980s in the US and in the 1990s in the UK. Chiu (2010) defines systematic activism as, “the 

perspective taken by some shareholder who regard activism as an inherent part of their investment 

management; that engaging with their investee companies is part and parcel of ongoing investment, 

and not as an ad hoc occurrence” (p. 2). With the evolution of capital markets, shareholder activism 

has developed both as a consequence of institutional and regulatory changes as well as changes in 

public interest for concerns regarding corporate governance and market discipline. 

2.2.1 The Evolution of Shareholder Activism in the US 

Shareholder activism has long been a known phenomenon in the US. In its most basic form, it took 

place in the early 1900s with financial intermediaries being active in the governance of corporations 

(Gillan & Starks, 2007). However, in the following decades financial institutions were prevented 

from having an active role in the governance of corporations, due to the introduction of regulatory 
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reforms, e.g. the Glass-Steagall Act1 (Ibid.). This changed with the Securities and Exchange Com-

mission’s (SEC) introduction of a rule that granted shareholders the opportunity to submit proposals 

in 19422. The identities of activists and the focus of their efforts to bring about change also trans-

formed with shareholder proposals aimed at improving corporate governance, increasing shareholder 

wealth, and targeting social responsibility (Ibid.). With the proliferation of mutual and index funds in 

the 1950s and consequently a shift in ownership structure to that of institutional investors, the agency 

problem inherent in public corporations between the owners and control of the company amplified, 

furthering the need for activists. It was not until the 1980s that a systematic form of non-confronta-

tional shareholder activism arose in the US led by institutional investors, mainly public pension funds 

(Klein & Zur, 2009). With the formation of the Council of Institutional Investors (CII), an organiza-

tion primarily for public pension funds acting as a lobbying group for shareholder rights, in 1985, 

institutional activism expanded greatly. Large public pension funds submitted shareholder proxy pro-

posals habitually and academia began to research the activism led by public and union-based funds 

(Nesbitt, 1994; Smith, 1996; Wahal, 1996). The ‘deal decade’ of the 1980s also saw the rise of ‘cor-

porate raiders’, often individuals who used the market for corporate control to try to impose discipline 

on boards and managements (Gillan & Starks, 2007). The corporate raiders have come to color the 

public debate on shareholder activism, yet today, activists are trying to distinguish themselves from 

‘bad actors’ based on their track record, expertise, and objectives (Activist Insight, 2018). 

In general, it can be argued that systematic shareholder activism arose as a consequence of i) an 

increased ownership among institutional owners, creating a more informed, sophisticated, and readily 

reachable audience for initiatives to change corporate policies and ii) a large set of restrictions to 

control changes with changes in regulation (Pound, 1992). Moreover, the emergence of a systematic 

form of shareholder activism also coincided with the widespread adoption of firm- and state-level 

antitakeover provisions beginning in the 1980s (Denes et al., 2017). The 1990s were affected by a 

decline in hostile takeovers, an increase in institutional shareholdings, and regulatory changes, en-

hancing the ability of shareholders to communicate on voting issues and bringing institutional inves-

tors back in the activist arena (Gillan & Starks, 2007).  

                                                 

1 The Glass-Steagall Act prohibited banks to own equity directly in corporations and to engage in investment banking 

2 Paving the way for the 14-8a – rule, requiring that firms include in their proxy materials shareholder proposals and are 
to be presented for vote at the annual meetings 
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Hedge fund and focus fund activism emerged in the mid-2000s and have assumed prominence in the 

activist arena ever since (Clifford, 2008; Gillan & Starks, 2007). The predecessors to hedge fund 

activism are argued to be the corporate raiders of the 1980s, who in the 2000s turned into high profile 

activists, such as Carl Icahn who launched his own hedge fund in 2004, carrying out the same activism 

he had done as an individual (Armour & Cheffins, 2009). The once passive hedge funds began com-

peting for opportunities, using shareholder activism as an integral part of their investment strategy. 

Hedge funds grew, due to their often times low correlation with equity indices and their claimed 

ability to outperform the market, especially during declining periods (Schneider & Ryan, 2011). Alt-

hough hedge fund activism subsided after 2008, it rose again and has since then steadily increased in 

financial power, with increasing assets under management (Bratton & McCahery, 2015).  

2.2.2 The Evolution of Shareholder Activism in Europe 

Systematic shareholder activism has taken place in Europe since the 1990s, where it increased sub-

stantially (Croci, 2007). Particularly, it was aggressive minority investors, i.e. corporate raiders, who 

challenged incumbent management, as was the case of the 1980s in the US (Ibid.). In the UK, share-

holder activism began in the 1990s; however, it was only much later that it emanated in countries 

such as France and Germany. Today, the UK remains the country where most activist activity takes 

place (Chiu, 2010; Girard, 2009). With the introduction of the 2006 Companies Act, the UK govern-

ment has provided shareholders with further opportunities and capabilities to engage with companies 

in their investment portfolio (Filatotchev & Dotsenko, 2015). Light regulation for hedge fund man-

agers in the UK also allowed hedge funds to use non-conventional strategies in managing their funds 

(Chiu, 2010). Additionally, hedge fund activism against UK companies arose because UK hedge 

funds became inspired by their US counterparts to take on similar strategies (Chiu, 2010).  

The phenomenon of shareholder activism, as we know it today, also spread to Europe with American 

hedge funds targeting European countries in the 2000s, as competitive hedge funds were chasing the 

same limited number of investment opportunities in the US (Activist Insight, 2018; Chiu, 2010). 

Today, European hedge funds are well established in the market for activism, with hedge funds such 

as Swedish Cevian Capital taking a more cooperative approach (Becht et al., 2010; Schneider & Ryan, 

2011). When reviewing the development of activism in Europe, it is important to understand that 

minority shareholders face quite different challenges than their American counterparts. European 

companies usually have a concentrated ownership structure and managers are offended by hostile 

acquisitions, implying a nature of activism different from the US one (Croci, 2007). Consequently, 



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 11 

activism in Europe generally takes a more cooperative approach, as business communication and 

management approaches from institutional shareholder, greater union power, co-determination re-

quirements, and focus on all shareholders characterize the European market (Selzner, 2015). This 

also means that European hedge funds also often refrain from public campaigns, hence, a lot of ac-

tivism in Europe goes by unnoticed by the public (Ibid.) 

2.2.3 Current State of Shareholder Activism 

As highlighted in section 2.2, activism has been constantly evolving and increasing in magnitude. In 

2017, 108 activists initiated 193 campaigns over USD 500 million in deal value in the US and Europe 

(Lazard, 2018), while 805 companies were targeted worldwide (see figure 3)(Activist Insights, 2018).  

 

Although activism has become a global phenomenon, activist engagement is unevenly distributed 

across countries, with the US, Japan, and the UK historically accounting for 85% of interventions 

(Becht et al., 2017). In 2017, USD 62 billion was deployed globally, representing more than a dou-

bling of the aggregate value in 2016 (Lazard, 2018). Although capital deployed increased, the number 

of campaigns slightly decreased, pointing to the trend of large-cap targeting, caused by an increase 

in the flow of assets to activist funds from previous success, as well as willingness of institutional 

investors to support activists (Activist Insight, 2018). This largely shaped the industry as well as 

media landscape in 2017. However, it is still argued that the sweet spot for activists remains in the 

USD 1-10 billion range, as material value arbitrage opportunities and sufficient liquidity exists (Ibid.). 

Moreover, the current state of activism and its success is affected by the large institutional investors 



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 12 

who have become increasingly dominant in the ownership of public corporations and who support 

the proxy contests and campaigns of activists (Selzner, 2015).  

In 2017, the rising stock markets across the globe and difficulty in finding undervalued targets in the 

US pushed many activists abroad, particularly to Europe (Activist Insight, 2018). US activists tar-

geted 135 European firms, with the UK market remaining the most frequently targeted in the region 

(Ibid.). Hence, as figure 4 illustrates, 2017 became the year where activism surged in Europe, mainly 

driven by prominent American activists such as Elliot, Third Point, and White Tale accounting for 

over half of the activist capital deployed (Lazard, 2018). However, US activists often need to adapt 

their strategies as they face difrrent cultures and regulatory requirements in Europe (Selzner, 2015).  

 

For 2018, Activist Insight (2018) argues that the biggest focus areas will be capital allocation, oper-

ational demands, and environmental, social, and governance issues, which has been a general focus 

for some time. Although the average annualized return lagged behind the S&P 500 in 2017, analysts 

are still confident that activists will perform well in 2018 and the future (Activist Insight, 2018). 

2.3 Shareholder Activist Identities 

Although the formal definition of shareholder activism for this study emphasizes that activist inter-

vention is undertaken with shareholder rights as the point of departure, it fails to distinguish between 

the different types of activism adopted by different sponsors. Jansson (2007), Chiu (2010), and Ar-

mour & Cheffins (2009) distinguish between two paradigms of shareholder activism in exercising 
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‘voice’, namely the offensive and defensive form. Defensive activism is defined as activism carried 

out by a minority shareholder who has a pre-existing stake in a company, whereas offensive activism 

is the building up of a minority stake in an opportunistic manner in order to realize abnormal returns 

from the stake (Armour & Cheffins, 2009). Although defensive and offensive motivations are not 

mutually exclusive, offensive practices are more commonly adopted by hedge funds, whereas defen-

sive practices are more commonly adopted by institutional investors, such as public pension funds 

(Armour & Cheffins, 2009; Chiu, 2010). Henceforth, the following sections will cover the identity of 

i) institutional activists and ii) hedge funds and their strategies, bearing in mind the diverse nature of 

activists also within these broad categorizations. As figure 5 illustrates, our sample has a large ma-

jority of hedge fund-led activism, why these also have a large focus in the literature review. 

 

2.3.1 Institutional Activists 

Since the 1990s, public pension funds and labor unions have taken a lead role, challenging the man-

agers of target companies primarily with shareholder proposals and ‘just vote no’ campaigns (Bratton 

& McCahery, 2015). Institutional investors act as active investors by monitoring the performance and 

behavior of a company’s management to ensure that the shareholders best interests are upheld, ulti-

mately with the goal of enhancing shareholder wealth (Anson et al., 2003). Armour & Cheffins (2009) 

argue that public pension funds and mutual funds most often work in a defensive manner, protecting 

existing investments in the target.  

Historically, large labor unions and other labor-affiliated institutions have belonged to the most ac-

tivist institutional investors (Gillan & Starks, 2007; Prevost et al., 2012). Although unions were de-

signed to advance workers interests at the expense of other shareholders, they have called for a variety 
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of changes in corporate governance structures, benefiting all shareholders (Prevost et al., 2012). La-

bor unions have also been known for pursuing innovative forms of activism and using media to pres-

sure management (Ibid.). Moreover, public pension funds own significant stakes in public companies, 

giving them a potentially potent voice to exercise corporate oversight and act as activists (Prevost & 

Rao, 2000). For example, for many years, the California Public Employees’ Retirement System 

(CalPERS) has taken an active role in the corporate governance with the yearly publication of its 

‘Focus List’ – a list of public companies with poor corporate governance principles and poor financial 

performance (Anson et al., 2003; Smith, 1996). Given their size and independence coupled with their 

incentive to maximize value in their portfolios, public pension funds are deemed leaders in the insti-

tutional governance arena (Prevost & Rao, 2000).  

Institutional activists face regulatory and structural barriers, such as diversification requirements and 

insider trading regulation, impeding their ability to perform activism (Brav et al., 2008). They often 

hold a very large number of stocks in their portfolio at smaller stakes (averaging 0.3%), also compared 

to their hedge fund counterparts, attributable to diversification requirements and the large size of 

companies in which they invest (Becht et al., 2010; Wahal, 1996). Mutual funds are also required by 

law to hold diversified portfolios and to sell securities within one day to satisfy investor redemptions, 

which complicates their ability to engage in shareholder activism (Ibid.). Moreover, contrary to hedge 

fund professionals, weak incentives exist for institutional fund managers to engage in interventions, 

as they are legally prohibited to charge substantial performance fees (Brav et al., 2008; Clifford, 2008; 

Matsusaka et al., 2015).  

2.3.2 Hedge Funds 

Hedge funds are financial intermediaries just like pension and mutual funds, that manage the invest-

ments of others (Schneider & Ryan, 2011). Although there is no generally agreed-upon definition of 

a hedge fund, usually they are i) pooled, privately organized investment vehicles, ii) administered by 

professional managers with performance-based compensation and significant investments in the fund, 

iii) not widely available to the public, and iv) operated outside of securities regulation and registration 

requirements (Brav et al., 2008; Schneider & Ryan, 2011). As a result, hedge funds have greater 

flexibility in trading than other institutions, which in turn allows them to take larger positions in 

stocks, charge larger performance fees, and avoid disclosure. Moreover, hedge funds are not subject 

to extensive state, local, or political influence like for example pension funds. Thus, they suffer fewer 

conflicts of interest, enabling them to generate positive returns in public markets (Brav et al., 2008).  
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Hedge funds are generally given the role of the hostile activist shareholder, by criticizing business 

plans and governance practices and demanding managers to take action, thereby enhancing share-

holder value (Bratton & McCahery, 2015). Hedge fund activists are often led by individuals who get 

much attention in the media for their protruding methods, such as Nelson Peltz and Carl Icahn in the 

US and Guy Wyser-Pratte, Vincent Bollore, Tito Tettamanti, and Ron Brierly in Europe 

(Venkiteshwaran et al., 2010; Becht et al., 2010). The hostile nature resulting from the hands-on 

approach follows the paradigm of offensive activism, which connotes an aggressive posture toward 

management. However, Brav et al. (2008) find that hedge fund activists are openly hostile in less than 

30% of cases. Moreover, Armour & Cheffins (2009) argue that although they may engage in offensive 

activism, they do not necessarily have a strongly confrontational attitude and often opt for a collabo-

rative approach. Nonetheless, hedge funds are known for their hands-on approach with incumbent 

management (Armour & Cheffins, 2009). The difference in strategies between hedge funds and many 

investment holding companies lies in this hands-on approach that hedge funds take, unlike investment 

holding companies who wait for the market to correct itself (Armour & Cheffins, 2009). Instead of 

holding shares in hundreds of companies, as many mutual funds do, hedge fund activists focus on as 

few as 10 to 30 stocks at one time (Becht et al., 2010). After having bought up a block, private nego-

tiations with management will often begin; however, if this approach fails, pressure can be escalated 

further, for instance by taking the campaign public (Armour & Cheffins, 2009).  

As table 1 depicts, the average stake hedge funds take in activist targets ranges from approximately 

6-12%, which indicates that they are minority investors with no interest in taking control of the com-

pany (Venkiteshwaran et al., 2010; Becht et al., 2010; Brav et al., 2008; Becht et al., 2017).  

 

Holding period Study Activist Identity Stake held Study Activist Identity
12 months Brav et al. (2008) Hedge funds 0,3% Wahal (1996) Pension funds
15 months Gantchev (2011) Hedge funds 1,2% Del Guercio & Hawkins (1999) Pension funds
20 months Becht et al. (2010) Hedge funds 4,0% Becht et al. (2009) Pension funds (HUKFF)
24 months Boyson & Mooradian (2011) Hedge funds 6,0% Venkiteshwaran et al. (2010) Individual
25 months Becht et al. (2009) Pension funds (HUKFF) 6,1% Becht et al. (2010) Hedge funds

6,3% Brav et al. (2008) Hege funds
8,0% Krishnan et al. (2016) Hedge funds
8,8% Wong (2016) Hedge funds
9,1% Gantchev (2011) Hedge funds
10,0% Johnson & Swem (2016) Hedge funds
11,0% Becht et al. (2017) Multiple
12,0% Boyson & Mooradian (2011) Hedge funds
13,4% Bessler et al. (2015) Hedge funds

Source: Authors

Activist Holding Period Activist Holding Stake 

TABLE 1: CHARACTERISTICS OF CAMPAIGNS
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However, hedge funds also work together, either as formally registered groups or as ‘wolf packs’, 

acting in unity to force the target to address their demands (Brav et al., 2008; Johnson & Swem, 2016; 

Schneider & Ryan, 2011). It is found that wolf packs account for almost one quarter of all engage-

ments (Becht et al., 2017). Some scholars argue that wolf packs arise spontaneously, whereas others 

find that the lead activist can accumulate a larger de facto ownership before triggering the 13D filing 

requirements by inducing other investors to join the campaign before the 13D filing becomes public, 

thereby increasing the chances of a successful campaign (Wong, 2016).  

Critics of hedge fund activists claim that the changes being demanded decrease value in the long term 

and that activists only seek quick flips, i.e. only aim for short-term gains (Bebchuk et al., 2015; Kahan 

& Rock, 2007). This is also coined the ‘pump and dump’ strategy in which targets that are not sold 

to third parties are abandoned and generate subpar performance thereafter (Greenwood & Schor, 

2009). However, as table 1 depicts, investment horizons dispute the ‘pump and dump’ strategies, 

especially among European studies, indicating that hedge funds are not simply in it for the short term 

(Becht et al., 2010). The activist exit is predominantly performed through open market sales, followed 

by a target sale or merger (Brav et al., 2008).  

2.4 Campaign Objectives and Tactics  

With multiple types of activist identities comes a plethora of unique strategies available to reach the 

main objective of maximizing shareholder value. To give a flavor of the possibilities as well as bound-

aries of activism, this section focuses on i) the different campaign objectives activists may have, and 

ii) the possible tools and tactics applied. This in turn also builds a foundation for possible cross-

sectional analyses to be performed, to understand what drives performance. 

2.4.1 Objectives 

Before engaging with a target company, shareholder activists have identified one or multiple objec-

tives for their campaign in order to reach the main objective of maximizing shareholder value. These 

objectives, also referred to by other scholars as demands (Venkiteshwaran et al., 2010; Greenwood 

& Schor, 2009) or proposal types (Karpoff et al., 1996; Thomas & Cotter, 2007) are found to affect 

the market’s reaction to the activist presence and therefore, warrant an explanation. 

Although multiple classifications of campaign objectives exist in the literature, in this study objec-

tives are classified into three well-defined categories: i) governance, ii) financial and/or iii) strategic 



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 17 

demands as well as an additional category for campaigns that do not specify their objective. The 

classification is depicted in figure 6.  

 

Governance demands cover officer and director replacements, board representations, changes to re-

muneration, and other governance enhancements, such as changes to policies on takeover defenses, 

battling corporate fraud, and increasing requirements for disclosure (Brav et al., 2008; Greenwood & 

Schor, 2009; Venkiteshwaran et al., 2010). Demands regarding the payout policy, e.g. increasing cash 

distributions to shareholders through dividends or buybacks also relate to governance objectives. Fi-

nancial demands are directly related to improving the balance sheet and capital structure, e.g. stock 

or debt issuance, calling for sale of assets, spinoffs or break-ups, but also cover M&A-related issues 

such as blocking a proposed merger or acquisition because of an unfavorable price (Greenwood & 

Schor, 2009; Venkiteshwaran et al., 2010). Although, activists are defined as investors who seek 

influence without a change in control, it is found that more than one third of campaigns lead to a 

takeover bid within two years after the activist involvement. Hence, some scholars argue that finan-

cial demands are the true drivers of abnormal returns (Boyson et al., 2017). Lastly, strategic demands 
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relate to the target’s business strategy, such as general demands on operational efficiency, cost cut-

ting, or tax-efficiency-enhancing demands (Brav et al., 2008). However, business strategy demands 

also include critique of excess diversification or considerations regarding market entry amongst oth-

ers (Venkiteshwaran et al., 2010; Brav et al., 2008).  

Often, governance demands may be a means to achieve other objectives, e.g. board control can enable 

a majority in favor of solving certain financial and strategic issues. Consequently, some studies 

choose to classify board representation as a tactic rather than a campaign demand (Gantchev, 2011). 

Moreover, it is important to note that campaign objectives are not mutually exclusive, as one activist 

campaign can address multiple issues across categories (Brav et al., 2008). Research documents sale 

of the company to a third party as the most frequent demand, followed by demands of share repur-

chases and restructuring of inefficient operations (Gantchev, 2011). Hedge funds often seek finance-

oriented objectives, especially those addressing free cash flow problems, e.g. payout policy and man-

agement remuneration (Klein & Zur, 2009). However, common goals also include changing current 

strategy and corporate governance practices, indicating that not all hedge fund interventions are 

purely financial (Armour & Cheffins, 2009; Gillan & Starks, 2007).  

2.4.2 Tactics 

In general, forms of tactics and strategies to reach the campaign objectives include private negotia-

tions and non-proposal pressure, shareholder proposals and public debate, as well as more aggressive 

approaches such proxy contests and litigation (Denes et al., 2017; Gillan & Starks, 2007). As figure 

7 illustrates, this study adopts a categorization constructed by evaluating those of multiple scholars 

(Brav et al., 2008; Filatotchev & Dotsenko, 2015). Although some studies measure the effect of in-

dividual methods or tactics, it is important to note that they can be, and increasingly so are, used in 

tandem, as with activist objectives (Filatotchev & Dotsenko, 2015; Gillan & Starks, 2007). Moreover, 

the tactics applied also make up different sequential stages of an activist campaign. As figure 7 illus-

trates, upon failure of a tactic, the activist may choose to terminate or escalate the campaign, e.g. if 

private negotiations fail, an official request for board representation may follow (Gantchev, 2011). 
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Private negotiations and non-proposal pressure are likely to be less costly than public activism, which 

involves substantial costs, consummating about 66% of gross activist returns in the US (Gantchev, 

2011). Since direct negotiations with targets are often kept private, most studies exclude private ac-

tivism, yet exceptions to this are studies by Becht et al. (2009) and Carleton et al. (1998). Evidence 

from Carleton et al. (1998) shows that for the pension fund TIAA-CREF, 71% of the cases reached a 

negotiated settlement prior to the proposal going to a vote. Becht et al. (2009) also report that the 

fund HUKFF executes activism mainly through private interventions. Including private data allows 

for an estimation of the extensiveness of private activism, providing a more accurate estimate of 

activist activity (Becht et al., 2010). This suggests an understatement of the magnitude and effect of 

activism as well as the challenge for researchers to identify unreported events (Gillan & Starks, 2007). 

Escalating to the next stage of figure 7, shareholders have a variety of control-related rights, amongst 

which the right to propose specific actions or changes to the target’s governance structure are com-

monly used among activists (Matsusaka et al., 2015). Shareholder proposals concern all the campaign 

objectives specified in figure 6. Contrary to the US, in most of Europe, except the Netherlands, share-

holder proposals are legally binding, emphasizing that research on shareholder proposals in the US 

is not directly transferable to a European context (Cziraki et al., 2010; Gillan & Starks, 2007). The 

exact nature of shareholder proposals and rights in a Europe will be covered in section 3.2.3. 

As figure 7 shows, public debate is a commonly applied tactic if management does not adhere to 

previous more collaborative attempts. As mentioned previously, institutional activists mostly rely on 

public pressure. Filatotchev & Dotsenko (2015) also find that in 56% of all cases in the UK, share-

holders tried to publically raise their concerns rather than use their legal rights (shareholder proposals) 
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to influence the management of the target, indicating that public debate is considered an effective tool 

of activism in the UK. However, others argue that public pressure by hedge funds in the US is less 

applied in Europe, due to the more cooperative approaches within business in general (Selzner, 2015). 

Proxy contests have become the trademark of shareholder activism, and imply seeking a board seat 

for either input, control, or information purposes (Gillan & Starks, 2007). High costs are often in-

volved, why activists avoid proxy contests if possible, as the potential benefits need to outweigh the 

costs (Brav et al., 2008). Nevertheless, the credible threat of a proxy fight is often enough for activists 

to reach their objectives, as well as achieve one or more board seats (Klein & Zur, 2009). Some 

research shows limited use of proxy solicitation, with hedge funds in the US only engaging in proxy 

contests 7-13% of the time on average between 2001 and 2006 (Bebchuk, 2005; Brav et al., 2008; 

Gantchev, 2011). However, approximately within that period, studies find a 50% increase in the oc-

currence of proxy contests (Gantchev, 2011; Klein & Zur, 2009). 

As figure 7 illustrates, the most hostile activist approach is the use of litigation. In the US, studies 

show that hedge funds are increasingly following a more hostile (and public) approach, as there has 

been a shift from informal negotiations to more confrontational approaches, including litigation 

(Gantchev, 2011; Schneider & Ryan, 2011). However, Filatotchev & Dotsenko (2015) find that the 

US-style ‘litigation culture’ is not popular among UK investors, with only 2% of activists using legal 

procedures against targets, yet, the use of this tactic is becoming increasingly popular.  

2.5 Targets 

Historically, the primary criterion for targeting a company has been underperformance, which both 

relates to an erosion in share prices and below-peer operational performance, albeit there is sound 

potential for improvement (Brav et al., 2008; Gillan & Starks, 2007). Share price underperformance 

does not necessarily mean declining share prices, but rather the extent to which prices increases fail 

to keep up with peers or indices (Nesbitt, 1994; Brav et al., 2008). Whereas US targets have been 

found to have an 8% annual shortfall or 66.4% cumulative shortfall over the five years prior to tar-

geting compared to the S&P 500 (Nesbitt, 1994), European studies have found no significant proof 

of weak stock price performance pre-targeting (Buchanan et al., 2012; Croci, 2007). While institu-

tional activists today also target companies based on poor stock performance, a poor governance 

structure is still a targeting criterion widely used by both hedge funds and institutional activists (Brav 

et al., 2008; Renneboog & Szilagyi, 2011; Smith, 1996).  
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Although hedge fund activism focuses on underperforming and undervalued targets with a low mar-

ket-to-book value, targets often have sound operating cash flows and ROA (Armour & Cheffins, 

2009; Brav et al., 2008; Gantchev, 2011; Venkiteshwaran et al., 2010). However, studies show that 

at the time of intervention, targets exhibit operating performance below industry peers as well as their 

own historical levels (Bebchuk et al., 2015; Boyson & Mooradian, 2011; Brav et al., 2008; Krishnan 

et al., 2016). Hedge funds typically target more profitable and financially healthy firms than other 

activists (Klein & Zur, 2009). Thus, the serious market underperformance most likely results from 

agency problems of free cash flows, e.g. low dividend payout ratios, positive cash holdings, and low 

debt ratios, rather than operational problems (Brav et al., 2008; Gantchev, 2011). While research finds 

a positive association between the likelihood of being targeted and high cash holdings and low divi-

dend payout ratios (Boyson & Mooradian, 2011; Brav et al., 2008), the empirical evidence on lever-

age is more unclear. With some studies finding over-levered targets (Cziraki et al., 2010; Renneboog 

& Szilagyi, 2011) and others finding under-leveraged ones, (Brav et al., 2008; Gantchev, 2011; 

Venkiteshwaran et al., 2010), the findings on leverage indicate that activists seek companies with 

poor capital structures, be that too much or too little debt.  

Early literature on shareholder proposals find that targets tend to be large (Thomas & Cotter, 2007). 

However, for the recent wave of activism, targets are often relatively small, with hedge fund targets 

being smaller than institutional activist targets likely due to the high cost of building up a meaningful 

stake in such a target (Boyson & Mooradian, 2012; Gantchev, 2011; Greenwood & Schor, 2009; 

Klein & Zur, 2009). Yet as mentioned previously, 2017 showed an increase in large-cap targets. 

Targets tend to have large shareholdings by other institutional investors, which is a critical determi-

nant of campaign success in the more confrontational states of activism (Becht et al., 2017; Brav et 

al., 2008; Gantchev, 2011; Smith, 1996; Thomas & Cotter, 2007). In terms of industry affiliation, 

most studies find that targets cluster within manufacturing and personal/business services (Boyson & 

Mooradian, 2011; Clifford, 2008; Gantchev, 2011; Klein & Zur, 2009). However, targets are also 

found to be more diversified as measured by the Herfindahl-Hirschman indices (Brav et al., 2008). 

To summarize, with their smaller size, higher book-to-market ratio, mediocre operating performance, 

and inferior stock performance, targets are ‘value stocks’ perhaps best characterized as cash cows 

with poor growth prospects hampered by the agency costs of free cash flows (Boyson & Mooradian, 

2011). 



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 22 

3 Theoretical Review 

To understand the reasoning behind the occurrence of shareholder activism, including why it came 

to exist and its implications for performance, a review of theoretical explanations is warranted. 

Henceforth, this section will present the different theoretical perspectives that lie at the root of share-

holder activism, cover the differences in governance structures in Europe, and propose the theoretical 

foundation for why other investment funds can benefit from piggybacking on activists’ efforts. Con-

sequently, this section motivates the development of hypotheses in section 5.3. 

3.1 Agency Theory  

The theoretical foundation for shareholder activism draws upon concepts from corporate governance 

and economics, with the main lens through which both researchers and practitioners explain activism 

being principal-agency theory (Buchanan et al., 2014). According to this view, shareholder activism 

is the natural outgrowth of a restrictive external market for corporate control as investors seek alter-

nate methods to monitor management and encourage superior performance (Black, 1992; Karpoff, 

2001; Pound, 1992).  

The agency model set forth by Jensen and Meckling (1976) highlights a divergence in interests be-

tween the principal (shareholders) and the agent (management), which causes managers to take ac-

tions that are costly to the shareholders (Bhagat & Bolton, 2008; Grossman & Hart, 1983). Despite 

various suggested solutions to the agency problem, the problem of human behavior and inability to 

monitor effectively can still cause a breakdown in the internal control systems of the company (Anson 

et al., 2003). Thus, an opportunity emerges for shareholder activists to generate returns by contrib-

uting to the reduction of agency costs through the realignment of managerial and shareholder inter-

ests, while at the same time providing a solution to the issue of ineffective monitoring (Anson et al., 

2003; Briggs, 2007; Buchanan et al., 2014; Gilson & Gordon, 2013).  

Where the typical agency perspective on shareholder activism assumes a company characterized by 

separation of ownership and control and appoints activists to the role of minimizing agency costs, 

other scholars view shareholder activism as a divergence from the Berle-Means firm of separated 

ownership and control (Berle & Means, 1944; Briggs, 2007; Gilson & Gordon, 2013). Rather, they 

argue that shareholder activism works as a mechanism to re-join ownership and control, thus elimi-

nating rather than minimizing agency costs (Ibid.). Briggs (2007) highlights that separation of own-

ership and control leaves shareholders powerless due to conflict of interest, insufficient incentives, 
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and free-rider/collective action problems, as well as legal obstacles and management power. An ac-

tivist that intervenes in one of its targets eliminates the separation and pulls the levers of corporate 

power directly, i.e. rejoining control and ownership. Eliminating separation also eliminates the gov-

ernance problems that arise from it, thus proving activism an effective shareholder franchise (Briggs, 

2007; Dent, 1989). Regardless of the minimizing vs. eliminating perspectives, scholars agree on the 

need for shareholder activism to counteract the agency costs arising from conflicting interests of 

managers and owners. 

3.1.1 Conflict of Interests 

In the context of shareholder activism, the conflict of interest issue is at the epicenter of the agency 

problem. Essentially, activism is the offspring of investors believing that management of the target is 

taking faulty actions, leading to market underperformance. Therefore, activists exert their shareholder 

rights to address the issues described in section 2.4.1. A typical agency problem in this instance is the 

free cash flow problem described by Jensen (1986), under which firms can reduce conflicts between 

the agents (management) and the principal (shareholders) by reducing excess cash on hand and re-

quiring managers to make continuous payouts in the form of dividends to shareholders and interest 

payments to creditors (Klein & Zur, 2009). Hence, activists address free cash flow problems by de-

manding targets to buy back own shares, cut CEO salaries, or initiate dividends (Ibid.). 

The most disputed and discussed conflict of interest is the myopic claim stipulating that activists fall 

short of promoting actions that improve the long-term performance of the target company and rather 

advocate for managerial actions that bump up the stock price in the short term at the expense of long-

term objectives. Simply the threat of shareholder activism may distract management from growing 

operations, leading to short- and long-term consequences for the firm, which is likely to be magnified 

if the activist campaign – both in its threat and actual execution – stretches across longer periods of 

time (Edmans, 2014; Strobl & Zeng, 2016). Hedge fund intervention poses an especially powerful 

threat; since they have the ability to ultimately acquire the target, a hedge fund's organizational form 

and corresponding managerial incentives are likely to result in a more credible threat to the target 

management (Clifford, 2008). The claim that activists are looking for a quick buck is substantiated 

by shareholder heterogeneity; activists may use their power over management to expropriate eco-

nomic rent at the expense of other shareholders, leading to a principal-principal problem between 

controlling and minority investors (Schneider & Ryan, 2011; Skeel, 2004). Along the same lines, 

shareholder activism has been found to significantly reduce bondholders’ wealth (Klein & Zur, 2011). 
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However, other scholars have refuted the claims that activists are short-term oriented, emphasizing 

that fundamentally all types of shareholders are united in wanting to maximize share value, which 

through the valuation of a stock implicitly takes long-term perspectives into account (Dent, 2010). 

Additionally, Hendry et al. (2007) show evidence of activists’ desire to both maximize shareholder 

value and support alternative political/moral motivations related to responsible ownership. Short- and 

long-term objectives are not necessarily mutually exclusive, ultimately underlining that activists do 

not have an incentive to avoid long-term change, especially when the positive expected long-term 

effect is reflected in the short-term value (Bebchuk, 2013; Bebchuk et al., 2015). As such, it is em-

phasized that even if the market is highly imperfect in judging the long-term effects of actions, actions 

expected to be positive in the long-term will be perceived as positive in the short-term. Although the 

implications and magnitude of the conflict of interest between management, activists, and to some 

extent other shareholders are disputed, scholars agree on the need for the activist to inhibit opportun-

istic behavior and minimize agency costs through monitoring. 

3.1.2 Monitoring, Incentives, and the Free-Rider Problem 

Dispersed ownership, especially in large corporations where minority shareholders are predominant, 

fortifies the agency problem, since shareholders have low incentive to monitor management. The lack 

of monitoring motivates management to take opportunistic action, which ultimately leads to lower 

performance (Jensen & Meckling, 1976). This less effective investor control calls for increased mon-

itoring of management (Bolton & Von Thadden, 1998). As imperfections in capital, labor, and cor-

porate control markets have made alternate sources of monitoring necessary to mitigate conflicting 

interests within firms, institutional investors have often been looked to as potential monitors as they 

collectively are the largest owners of domestic equity (Woidtke, 2002). 

Theorists propose that the impediment of monitoring stems from the collective actions problem, 

where shareholders may not expend the effort needed to become active in a target due to the free-

rider problem. The free-rider problem arises since the institution engaging in activism carries the 

entire cost, while only receiving a fraction of the benefit, as it is distributed across all shareholders 

through an increase in the share price (Bainbridge, 1995; Clifford, 2008; Edmans, 2014; Grossman 

& Hart, 1983; Noe, 2002). Thus, if an institution only profits slightly from activism, even modest 

conflicts of interest can dissuade an investor from engaging in activism and instead encourage a focus 

on less conflict-prone strategies to generate alpha (Kahan & Rock, 2007).  
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The free-rider problem makes it rational to leave activism to others and refrain from intervention 

oneself. Smaller investors suffer proportionately more from collective action problems (Briggs, 2007; 

Easterbrook & Fischel, 1983). The legal requirements for mutual and pension funds to hold diversi-

fied investments provides them little incentive to actively monitor, yet these investors are ‘rationally 

reticent’, meaning that while they refrain from proposing governance changes, they are willing to 

respond to proposals initiated by other shareholders (Gilson & Gordon, 2013). Despite a less widely 

dispersed ownership structure in most European countries, which would decrease the need for activist 

intervention, the increase in institutional ownership highlights the need for activists to monitor in 

Europe.  

Consequently, larger shareholders such as hedge funds have more incentive to monitor due to their 

higher ability to absorb the costs of activism, stemming from them reaping proportionally more of 

the benefits as well (Briggs, 2007; Grossman & Hart, 1983; Roe, 1991). As such, the presence of a 

large minority shareholder provides a partial solution to the free-rider problem (Shleifer & Vishny, 

1986). Theory appoints activists to be the governance intermediary among shareholders to best facil-

itate monitoring; emphasized by Gilson and Gordon (2013), “shareholder activists should be seen as 

playing a specialized capital market role of setting up intervention proposals for resolution by insti-

tutional investors.” (pp. 864). Activists monitor the performance of the target by presenting concrete 

business proposals to companies and institutional shareholders, who already hold equity positions in 

the stock, through tools less drastic than takeovers. Hence, they gain their power not through their 

(non-controlling) equity stakes, but because of their ability to present compelling plans to institutional 

investors, who eventually determine whether the proposed plan should be voted for or against. The 

role of the activist as a governance intermediary is to increase the value of the vote held by the insti-

tutional investors by preparing and presenting the intervention choices at a low cost to the institutional 

investor. If the intervention is successful, the equity value will increase, resulting in higher returns to 

all shareholders, including both the activist and the institutional investors. The expectation of an in-

crease in the equity value provides an incentive for activists to intervene, which in turn mitigates the 

agency problem (Ibid.). Thus, shareholder activists are incentivized by the potential for an increase 

in the stock price amongst others. However, for the incentives to work efficiently, the benefit from 

an increase in the stock price must be weighed against the costs of intervention.  
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3.1.3 Activist Incentives 

In equilibrium, i.e. when activism is a rational strategy for a shareholder, a shareholder activist must 

be compensated sufficiently to exert the costly effort of monitoring the target’s management. Thus, 

it must be the case that the expected benefits exceed the expected costs of the activist intervention 

(Bebchuk, 2013; Cheffins & Armour, 2011).  

Activists face costs of identifying the target company, developing a strategy for the target that would 

raise its share price, and pressuring management to adopt the strategy. Since activists rarely control 

a majority of the stock, the process of acquiring support from other shareholders, typically institu-

tional investors, adds another expense to the already costly undertaking of activism (Bainbridge, 

1995). All of this consumes significant resources spent on both in-house and outside advisors (Kahan 

& Rock, 2007). The costs associated with activism can be classified into two categories; financing 

costs and transaction costs (Cheffins & Armour, 2011). Financing costs are those associated with the 

sacrifice of risk-spreading and liquidity as well as the cost of buying up the stock. Transaction costs 

include search, dealing, and communication costs. These costs depend on multiple factors, including 

the type of campaign and tactics applied as well as the other investors in the stock (Gantchev, 2011). 

Firstly, the costs of activist tactics differ with the stage of the proxy contest being the costliest, fol-

lowed by demand negotiations, and board representation being the least costly stage. Most of the 

board representation costs are attributed to the activist’s time commitment as a board member or 

effort to identify board representatives (Ibid.). Secondly, if the other shareholders are institutions, 

they are likely to have aligned incentives leading to support for the value-creating campaigns that the 

activist launches. However, if the other shareholders are foundations or family groups, which is often 

the case for European target companies, especially in the Nordics, the other shareholders may have 

other non-economic interests, which implies higher costs associated with gaining support for the 

campaign objectives (Levy, 2016).  

Turning to the benefit side of the equation, it comes naturally to draw a distinction between observa-

ble and non-observable benefits. Observable benefits comprise any increase in shareholder return 

generated by the activist’s intervention and the investment-specific fees funds earn based on their 

assets and performance (Cheffins & Armour, 2011). Of non-observable benefits, the activist can ben-

efit from the fact that funds that outperform their peers generally attract inflows of new assets, which 

generates management and other asset-based fees (Kahan & Rock, 2007). The advantages of a larger 

asset base apart from higher fees further include more resources for research, increased ability to 

attract and retain investment talent, and increased efficiency in broker relationship (Hedges, 2004). 
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Quantifying these unobservable benefits is challenging, due to difficulty in assigning the benefit to 

its rightful catalyst. However, the observable benefit is expressed in the stock returns; activists benefit 

directly and substantially from achieving high absolute returns (Kahan & Rock, 2007). The expected 

benefit is the difference between the target’s fundamental value and its current market capitalization, 

of which the fundamental value is the activist’s estimate of the company’s value if the intervention is 

successful (Gantchev, 2011). The percentage of shares owned will set an upper bound to the propor-

tion of the increase that will accrue to the activist (Cheffins & Armour, 2011).  

Taking the costs and benefits together leads to the activist’s incentive trade-off, predicting the behav-

ior of the activist: 

𝑒𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝑏𝑒𝑛𝑒𝑓𝑖𝑡𝑠 > 𝑐𝑜𝑠𝑡𝑠  

⇔ 𝑜𝑤𝑛𝑒𝑟𝑠ℎ𝑖𝑝 % ∗ (𝑓𝑢𝑛𝑑𝑎𝑚𝑒𝑛𝑡𝑎𝑙 𝑣𝑎𝑙𝑢𝑒 − 𝑐𝑢𝑟𝑟𝑒𝑛𝑡 𝑚𝑎𝑟𝑘𝑒𝑡 𝑐𝑎𝑝) + 𝑓𝑒𝑒𝑠

> 𝑓𝑖𝑛𝑎𝑛𝑐𝑖𝑛𝑔 𝑐𝑜𝑠𝑡𝑠 + 𝑡𝑟𝑎𝑛𝑠𝑎𝑐𝑡𝑖𝑜𝑛 𝑐𝑜𝑠𝑡𝑠 

Estimating the magnitudes of the costs and benefits of shareholder activism is complex and often 

based on anecdotal evidence, due to limited publicly available information (Bainbridge, 1995; 

Gantchev, 2011). It is a common idea in literature that the costs most likely outweigh the benefits 

(Hendry et al., 2007), yet hedge funds earning larger investment returns on their activist than passive 

blocks indicates that gains from activism are large enough to offset the costs (Clifford, 2008; 

Gantchev, 2011). Gantchev (2011) finds that for public activism, costs make up 66% of the gross 

returns and that a proxy campaign can cost as much as USD 10.71 million. The proxy contest stage 

typically involves significant disclosure, legal, and other fees of hiring proxy solicitors, corporate 

governance experts, investment banks, PR and advertising firms, as well as costs to reach the target’s 

shareholders (Ibid.). Many unobservable costs such as time and effort of the activist are also hypoth-

esized to make up a large portion of or even dominate the overall costs (Becht et al., 2009). 

Apart from the actual numbers, hedge funds in particular have both the quantitative and more quali-

tative incentives needed to extend resources to engage in activism; i) they hold enough shares not to 

be hindered by the free-riding enigma, ii) their holdings are sufficiently concentrated and undiversi-

fied to incentivize intervention, iii) they do not face barriers in attracting compatible allies, iv) they 

are willing to pay expensive lawyers to avoid legal obstacles, and vi) they are immune to manage-

ment‘s power to stop them; proxy fights are costly, but hedge fund activists are willing and able to 

pay (Briggs, 2007).  
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Lastly, increased competition for investments, especially for investment intermediaries such as hedge 

funds, mutual funds, and private equity funds amongst others, incentivize activists. The activists’ own 

profit maximization and need to position themselves against competitor institutions given political 

and regulatory changes have significantly changed the non-financial expectations of the institutions’ 

clients, which has stimulated shareholder activism (Hendry et al., 2007). Apart from the higher stakes 

in investments, hedge funds have superior alignment of incentives through their compensation struc-

ture, which gives the hedge fund managers a significant stake in the performance of the fund’s in-

vestments (Partnoy, 2015; Pozen, 2005).  

In summary, corporate governance and economic theory explains shareholder activism as an endog-

enous response to the agency problem that arises from certain governance structures. A central ele-

ment in the agency problem is the need for monitoring, which is inhibited by the collective action 

problem, as every shareholder is incentivized to free ride. Shareholder activism provides a solution 

to this problem due to positive incentives. An empirical examination of shareholder activism and in 

particular its success is thus not just an investigation of the monetary implications for investors, but 

also an implicit study of whether it proves an efficient solution to the agency problems described 

above, as better performance can be seen as a measure for higher efficiency. Activism can in partic-

ular benefit corporations by i) monitoring management, ii) helping management convey soft infor-

mation to shareholders, and iii) aiding inter-firm organization (Bainbridge, 1995). Hence, from a the-

oretical point of view companies targeted by activists are expected to exhibit better performance both 

in terms of operational and market measures, due to the mitigation of the agency problems described 

above. 

3.2 Governance and Institutional Differences  

Breakdowns in the internal control systems of the firm are increasingly likely to happen when the 

board is large, the company is closely held, insiders dominate the board, the CEO controls the board 

agenda, and/or the CEO also chairs the board (Anson et al., 2003). As such, the different governance 

systems throughout the world set the foundation for shareholder activism and affects its efficiency 

and likelihood of occurrence. Governance arrangements are likely to be a result of different legal 

environments and institutional systems, as well as changes over time, and evidence shows that it can 

have substantial effect on firm performance and shareholder value (Bebchuk, 2005). Often, theory 

explaining shareholder activism is applied in the context of a US governance system; however, dif-

ferences exist between the governance models in the US and Europe. Additionally, multiple corporate 
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governance regimes exist within Europe, with the market-oriented Anglo-American model observed 

in the UK being substantially different from the stakeholder-oriented models in most of Continental 

Europe (Cziraki et al., 2010). Hence, a review of the European setting for shareholder activism and 

its intra-European differences is warranted.  

Applying the four-regime classification by La Porta et al. (2008), i.e. the i) Anglo-American, ii) 

French, iii) German, and iv) Scandinavian regimes, differences between regimes will be discussed 

along three dimensions; ownership, boards, and shareholder rights. An overview of the prevalence 

and characteristics of the four different regimes across European countries is presented in figure 8. 

 

3.2.1 Ownership 

Ownership structures affect both the occurrence and nature of activism (Croci, 2007). The UK draws 

many parallels to the US governance system and is likewise characterized by low ownership concen-

tration with few family firms, more widely held firms and typical shareholders being institutional 

investors (Croci, 2007). In contrast, the control-based system prominent in Continental Europe is 

characterized by higher levels of ownership concentration by founding families, corporate investors, 

banks, and the government (Girard, 2009; Bessler et al., 2015). For example, while banks are pre-

dominantly passive investors in the US, they actively engage in proxy voting in countries such as 

Germany (Cziraki et al., 2010; Bessler et al., 2015). As a result, management responsibility in market-

based systems is diffuse, whereas it is direct and personal in control-based systems. Ultimately, this 
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implies strong owners and weak managers in Continental European firms, as opposed to strong man-

agers and weak owners in the US and UK (Thomsen & Conyon, 2012). In a governance regime with 

strong managers and diffuse ownership, the need for activism may be more protruding due to the lack 

of incentives for the individual investor to monitor, leaving management with the opportunity to act 

in self-interest. In countries like Germany and France the likelihood of shareholder activism is af-

fected in at least two ways: i) due to their strong-owners governance system, the likelihood of break-

downs in the internal governance mechanisms is smaller, which in turn makes shareholder activism 

less needed, and ii) activism becomes more difficult to perform since it can be difficult to go against 

the large, controlling shareholder(s). However, as German banks have been withdrawing from active 

monitoring, shifting the corporate control to other capital market participants, shareholder activism 

has become more pronounced (Bessler et al., 2015). The relatively more attractive conditions for 

activism in the UK are exemplified by empirical studies investigating the European market, where 

the UK often comprises more than half the data set (Croci, 2007) as depicted in figure 8.  

3.2.2 Boards 

Major creditors and employees are typically given board representation in Continental Europe, which 

implies conflicts of interest between the board and outside shareholders (Cziraki et al., 2010). Con-

trary to the US, the chairman and the CEO has to be a separate person, which means that there is an 

organizational governance level working above management, ultimately implying stronger power to 

shareholders (Levy, 2016). As mentioned previously, breakdowns in the internal control systems are 

more likely to happen when the CEO plays a prominent role on the board either by controlling the 

agenda or being the chairman (Anson et al., 2003). A two-tiered board structure is more common 

under German and Scandinavian governance regimes (Thomsen & Conyon, 2012), which reduces 

insidership and consequently the need for activism. Hence, relative to the German and Scandinavian 

governance countries, the UK and France foster more activist prone conditions. 

Moreover, there are fewer barriers to nominating outside candidates to the board in Europe, as it can 

be done with only a small percentage of shares. Again, this is in contrast to the US, where nominations 

are either completely controlled by large companies and activists have to run a separate proxy contest 

to nominate, or nominations have to happen through proxy access, where a shareholder can nominate 

if they have either a certain percentage of shares or have been invested for a certain amount of years 

(Filatotchev & Dotsenko, 2015). As such, activists are in a better position to be successful in their 

campaigns when targeting European companies as compared to US ones.  
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3.2.3 Shareholder Rights 

Under UK company law shareholders can, unlike US state law, change articles and memorandum, 

which implies that shareholders can change the basic contract without board approval. When it comes 

to voting for removal or election of directors, US legislation is more favorable to management and 

UK more favorable to shareholders, due to the cumulative majority voting in the UK contrary to 

plurality voting in the US, i.e. the board nominee with the highest number of votes wins (Becht et al., 

2009). Despite a theoretical need for monitoring, in the average UK firm, eight or more shareholders 

need to come together to gain majority vote, making it difficult to forge voting coalitions and acting 

as an inhibitor to activism because it increases costs (Cziraki et al., 2010). However, in the UK, the 

activist bears no major costs to the distribution of proxy documents as the expense is covered by the 

target company, ultimately advancing activism (Ibid.). Furthermore, UK shareholders can call an ex-

traordinary general meeting (EGM) with 10% or more of voting share capital and at any time require 

a meeting to remove any or all directors (Filatotchev & Dotsenko, 2015). Hence, multiple scholars 

and practitioners argue that the UK legal environment encourages shareholder activism and engage-

ment because it provides more legal tools to shareholders than in the US (Bebchuk, 2005; Becht et 

al., 2009; Black & Coffee, 1994; Filatotchev & Dotsenko, 2015).  

Relative to UK common law, minority shareholders enjoy worse protection in Continental Europe as 

firms often violate the one share-one vote rule by issuing multiple classes of stock, setting up pyra-

mids, or engaging in cross-shareholdings (Cziraki et al., 2010). Despite the French, German, and 

Scandinavian governance countries being more lenient in their voting capital requirement of only 5% 

to call an EGM and submit proposals (Ibid.), the lowered protection of minority shareholders could 

negatively impact the attractiveness for an activist to target a company in Continental Europe or 

Scandinavia. Hence, despite the activist being able to submit proposals with less ownership, the suc-

cess of the campaign may require larger ownership stakes. Additionally, contrary to the UK, the so-

licitation of proxies paid for by the target firm is prohibited in other countries, causing the activist to 

bear all the costs. Ultimately, the higher costs to activism in Continental Europe and the Nordics may 

dis-incentivize activism. In summary, investors in British firms have a better foundation for activism.  

3.3 Incentives for Shadow Activism 

The theoretical dynamics described above give rise to an interesting investment opportunity. Having 

established that despite the high costs, an activist is incentivized to engage in intervention due to the 

potential of even higher benefits, a bystander will realize the opportunity to tap into the benefit at 
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significantly lower costs by piggybacking on the activist’s efforts. That is, there seems to be incentive 

for other investment funds to buy into the stock of the activist target post-announcement with the 

intention to hold it for a period long enough for the effect to have manifested itself in the stock price 

and the campaign objectives to have been implemented. 

This inspires an investment strategy for which an equity fund ‘shadows’ activist campaigns and pig-

gybacks on the investment made in the target. Following the theory on the free-rider problem, inves-

tors looking to piggyback on the activist’s efforts can easily do so; with an expected increase in the 

value of the target company, an investment fund shadowing the activists can reap into the upside, 

while facing significantly lower costs. The costs for a shadow activist are in closer proximity to those 

faced by passive index funds, which are substantially smaller than those faced by activist funds 

(Johansson, 2018). Practically, the shadow activist still face costs related to the identification of com-

panies to invest in, since the shadow fund, monitored by its own agents, i.e. the beneficiaries, need to 

ensure the feasibility of the specific campaign. However, due to the heavy costs related to launching 

an activist campaign, a shadow activist can be reassured that the activist did a thorough job of as-

sessing the potential of the target and as a result only targets companies that the activist believes can 

appreciate in value sufficiently to cover the campaign costs. As such, the shadow activist will need 

to perform less exhaustive evaluations of the targets and merely provide their own evaluation of the 

activist’s research. In fact, the activist is typically willing to share their analysis with other institu-

tional investors, which is to their own benefit as they need to gain support for their campaign (Ibid.). 

This further implies a much speedier process of identifying companies to invest in, resulting in a 

reduction in resources needed in terms of time and money. Hence, a shadow activist will mainly face 

search costs and transaction fees, while avoiding the large costs of launching a campaign related to 

disclosure, legal fees, governance experts, and forging coalitions with other shareholders as elabo-

rated on in section 3.1.3. 

In terms of engagement and intervention, a shadow activist is likely to behave according to the same 

incentives as other investors in the stock. As such, they will not be incentivized to initiate or pro-

actively launch campaigns, but it will be in their interest to support the campaign to the extent that 

they believe in its positive effect on the target stock price. Hence, the activists themselves benefit 

from having shadow activists in the stock, due to shadow activist support increasing the likelihood of 

implementation of the campaign objectives. Combined with the empirical review to follow, the the-

oretical explanations to activism will put the results obtained in section 6 into context.  
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4 Empirical Review 

The examination of empirical literature is divided into sections covering the short- and long-term 

effects of activism as well as possible explanations behind variations in these effects. Empirical lit-

erature that has direct comparability to this study as well as literature that covers other issues related 

to shareholder activism will be covered, as this ultimately guided the study design.  

With the proliferation of activism in the US, a vast amount of literature has focused on the value 

implications for shareholders. Despite the wide research into the topic, there is little current consensus 

on what effectiveness of shareholder activism implies and what the extent, causes, and consequences 

of such activism are (Denes et al., 2017). Denes et al (2017), Gillan and Starks (2007), and Karpoff 

(2001) all argue that the apparent disagreement in the research on the effectiveness of shareholder 

activism reflects the differences in defining ‘effective’ or ‘successful’, and dissimilar emphases on 

different outcome metrics. Effectiveness can be related to stock and operational performance but also 

to the success of an activist’s demands and implementation of the changes proposed by activists. 

Empirical research has mainly focused on share performance within the short term, with some focus-

ing on a single form of shareholder activism and others not differentiating between different types of 

investors or activism forms (Filatotchev & Dotsenko, 2015). Consequently, the evidence on the per-

formance of activist targets is inconclusive due to differing samples and choices of method.  

4.1 Identification of Event and Choice of Event Window 

When measuring the effect of activism, multiple events and time periods can and have been studied. 

As table 2 shows, prior literature commonly focuses on stock price reactions to the announcement of 

an activist in the stock, i.e. testing whether the 13D filing3 is accompanied by an increase in the 

company’s share price (Gillan & Starks, 2007). The 13D filing contains a statement of purpose that 

can provide valuable information about the investor’s underlying motives and intent, making it easy 

to identify cases of activism in the US (Venkiteshwaran et al., 2010). As not all activists own 5% of 

the stock and hence are not required to make a 13D filing, other scholars have focused on the an-

nouncement effect of interventions, media articles, tactics, and other pressures, such as proxy contests 

initiated by shareholder activists (DeAngelo & DeAngelo, 1989; Dodd & Warner, 1983; Ikenberry 

& Lakonishok, 1993; Mulherin & Poulsen, 1998). The fact that different types of events have been 

                                                 
3 See appendix 4 for explanation of 13D filing 
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researched also illustrates that prices in financial markets evolve according to temporal sequences of 

events (Alexander et al., 2010). Each event occurs within an informational context induced by prior 

events, hence, it can affect the probabilities and valuation consequences of subsequent events (Ibid.). 

As activism typically is an extensive process, this may also help explain the inconclusive nature of 

research when interim news are the events applied, as well as when unreported events drive perfor-

mance, such as private negotiations. Furthermore, Gillan & Starks (2007) point toward the difficulty 

in ascertaining exactly when investors first receive the information that a company has been targeted 

by an activist. As table 2 depicts, the critical first date where it becomes public that the activist is in 

the stock can take many forms: a 13D filing, proxy mailing, initial letter to the target, or even a 

separate press release. Furthermore, rumors may exist in the market, why the price of the target has 

already adjusted to the information of the activist presence, affecting the results of research based on 

public announcements. 

 

While the exact definition of a short horizon is arbitrary in any event study, it generally applies to 

event windows of less than one year (Kothari & Warner, 2007). As figure 9 illustrates, the studies on 

activism that examine short-term stock returns are measured over a range of two-day to 60-day win-

dows. Some event windows begin 30 days pre-announcement to allow for possible prior leakage of 

information, as well as pre-filing price pressure, which may happen as the activist accrues a large 

stake in the target over a relatively short period of time (Klein & Zur, 2009). Short-term event win-

dows enable an identification of the immediate effect of activism and offer a stronger likelihood of 

causation between activist presence and abnormal stock returns, but may not capture the whole effect 

of the activists’ efforts. Therefore, literature has also applied long-term event windows, which vary 

from one to five years, to fully capture the effect of activism (see figure 10). Nevertheless, scholars 

Event Type # Studies Study

13D filing 10
Venkiteshwaran et al. (2010), Greenwood & Schor (2009), Gantchev (2011), Brav et al. (2008), Boyson et al. (2016), 
Klein & Zur (2009), Krishnan et al. (2016), Clifford (2008), Bebchuk et al. (2015), Boyson & Mooradian (2011)

Shareholder proposals 7
Filatotchev & Dotsenko (2015), Ertimur et al. (2010), Wahal (1996), Thomas & Cotter (2007), Buchanan et al. (2012), 
Karpoff et al. (1996), Song & Szewczyk (2003)

Press release (company or 
in media source)

6
Croci (2007), Filatotchev & Dotsenko (2015), Becht et al. (2017), Bizjak & Marquette (1998), Karpoff et al. (1996), 
Bessler et al. (2015)

Target list firms 3 Anson et al. (2003), English et al. (2004), Song & Szewczyk (2003)

Public announcement of 
ownership/targeting

3 Becht et al. (2010), Smith (1996), Bebchuk et al. (2015)

Proxy contests 3 Alexander et al. (2010), Dodd & Warner (1983), DeAngelo & DeAngelo (1989)

Private engagements/ 
negotiated agreements

2 Becht et al. (2009), Song & Szewczyk (2003)

Source: Authors

TABLE 2: EMPIRICAL REVIEW - EVENT STUDIED
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also recognize that some changes may not affect the firm even in the applied long-term windows 

(Venkiteshwaran et al., 2010). Furthermore, the uncertainty about the causation between activist and 

effect is exacerbated by the long-term windows, be the measures operational or stock performance 

(Gillan & Starks, 2007). Consequently, several researchers include multiple event windows and both 

short-term and long-term ones to draw meaningful conclusions (Venkiteshwaran et al., 2010). 

 

 

4.2 Short-Term Valuation Effects 

Although findings on shareholder activism are inconclusive, it is the short-term valuation effects that 

show the clearest results, namely that activism leads to positive abnormal returns in the short term 

(Klein & Zur, 2009). When analyzing the short-term valuation effects of activism, stock performance 

is the sole focus, as the implementation of changes likely to affect governance practices or operational 

performance is only likely to surface in the long term. As table 3 depicts, cumulative abnormal returns 
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(CARs) is the return measure generally applied in short-term studies, alongside the use of the market 

model and simple market model.  

The earliest findings on overall samples of shareholder proposals find no significant abnormal returns 

around the announcement (Carleton et al., 1998; Del Guercio & Hawkins, 1999; Karpoff, 2001; 

Smith, 1996; Wahal, 1996). However, these studies represent the first wave of activism and therefore 

mostly reflect institutional investors such as pension funds. Nonetheless, for subsamples of share-

holder proposals significant results are found, e.g. Del Guercio & Hawkins (1998) find positive ab-

normal returns for board-related proposals. Accordingly, this section and table 3, which summarizes 

previous findings on short-term valuation effects, are structured around activist identity. 

 

4.2.1 Hedge Fund Activism 

The evidence on hedge fund activism is fairly clear, consistent, and generally found to produce pos-

itive abnormal returns to target firms in the short term (Becht et al., 2010; Becht et al., 2017; Brav et 

al., 2008; Clifford, 2008; Filatotchev & Dotsenko, 2015; Krishnan et al., 2016; Venkiteshwaran et 

al., 2010). For the immediate announcement effect (two or three-day windows), abnormal returns 

Study
Sample Country & 

Period
Sample 

Size Activist Identity
Return 

Measure Model Inference

Clifford (2008) US (1998-2005) 197 Hedge funds CAR Simple market model Positive & significant
Brav et al. (2008) US (2001-2006) 1059 Hedge funds BHAR Simple market model Positive & significant
Greenwood & Schor (2009) US (1993-2006) 980 Hedge funds CAR FF (3 factor) Positive & significant
Becht et al. (2010) Europe (2000-2008) 305 Hedge funds CAR Market model Positive & significant
Boyson & Mooradian (2011) US (1994-2005) 418 Hedge funds CAR Simple market model Positive & significant
Bebchuk et al. (2015) US (1994-2007) 2040 Hedge funds CAR CAPM & FF (4 factor) Positive & significant
Bessler et al. (2015) Germany (2000-2006) 231 Hedge funds CAR Market model Positive & significant
Krishnan et al. (2016) US (2008-2014) 1262 Hedge funds CAR Simple market model Positive & significant
Venkiteshwaran et al. (2010) US (1995-2007) 33 Individual CAR Simple market model Positive & significant
Croci (2007) Europe (1990-2001) 136 Corporate raiders CAR Simple market model Positive & significant
Wahal (1996) US (1987-1993) 295 Pension funds CAR Market model No effect & insignificant
Del Guercio & Hawkins (1999) US (1987-1993) 266 Pension funds CAR Market model Insignificant
Smith (1996) US (1987-1993) 51 Pension funds (CalPERS) CAR Market model No effect & insignificant
Anson et al. (2003) US (1992-2001) 120 Pension funds (CalPERS) CAR - Positive & significant
English et al. (2004) US (1992-1997) 63 Pension funds (CalPERS) CAR Market model Positive & significant
Nelson (2006) US (1991-2003) 113 / 91 Pension funds (CalPERS) CAR CTP reg. Insignificant
Barber (2006) US (1992-2005) 115 Pension funds (CalPERS) CAR Simple market model Positive & significant
Becht et al. (2009) UK (1998-2004) 41 Pension funds (HUKFF) CAR Simple market model Positive & insignificant
Dodd & Warner (1983) US (1962-1978) 96 Multiple CAR Market model Positive & significant
DeAngelo & DeAngelo (1989) US (1978-1985) 60 Multiple CAR Market model Positive & significant
Karpoff et al. (1996) US (1986-1990) 583 Multiple CAR Market model No effect & insignificant
Bethel et al. (1998) US (1980-1889) 244 Multiple CAR Market model Positive & significant
Bizjak & Marquette (1998) US (1987-1993) 191 Multiple CAR Market model Negative
Thomas & Cotter (2007) US (2002-2004) 1454 Multiple CAR - Slightly positive & significant
Klein & Zur (2009) US (2003-2005) 1003 Multiple BHAR Simple market model, 

FF (Matched portfolio)
Positive & significant

Alexander et al. (2010) US (1992-2005) 255 Multiple CAR Market model Positive & significant
Filatotchev & Dotsenko (2015) UK (1998-2008) 101 Multiple CAR Market model Positive & significant
Becht et al. (2017) Intl. (2000-2010) 1740 Multiple CAR Simple & market model Positive & significant

Source: Authors

TABLE 3: EMPIRICAL REVIEW - SHORT-TERM VALUATION EFFECTS
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range from 1% (Bessler et al., 2015) to 7% (Venkiteshwaran et al., 2010). Generally, as the event 

window expands, abnormal stock returns increase (Krishnan et al., 2016). As such, US research finds 

significant abnormal returns of approximately 6% to 7% during the twenty-day period (Bebchuk et 

al., 2015; Krishnan et al., 2016). Applying a slightly larger event window of 40 days, Brav et al. 

(2008) find positive average abnormal returns of 7% to 8% [-20; +20], whereas Venkiteshwaran et 

al. (2010) find returns as large as 16.6% [-10; +30]. This is supported by an international study by 

Becht et al. (2017) and a European one by Becht et al. (2010), where significant positive abnormal 

returns of 4.8% and 4.4% are found for the 40-day event period. Abnormal returns across studies are 

detected both when looking at size-adjusted (Fama-French), market-adjusted (simple market model), 

and industry-adjusted returns (Klein & Zur, 2009). To conclude, the market perceives substantial 

benefits upon learning that a firm is targeted by a hedge fund regardless of the methodology applied.  

4.2.2 Institutional Activism 

The effectiveness of focus lists and shareholder proposals initiated by institutional investors has been 

examined by multiple scholars (Anson et al., 2003; Del Guercio & Hawkins, 1999; Smith, 1996; 

Wahal, 1996). The results on institutional activism are inconclusive, but generally point toward a 

statistically insignificant or no short-term effect on stock price (Del Guercio & Hawkins, 1999; 

Filatotchev & Dotsenko, 2015; Prevost & Rao, 2000). However, the empirical evidence on specific 

pension funds, such as CalPERS-led shareholder activism, indicate a beneficial impact on shareholder 

value. CalPERS’ proposals lead to positive short- and long-term stock returns, actual changes in the 

corporate governance structure as well as changes such as asset sales and restructurings (Del Guercio 

& Hawkins, 1999; Nesbitt, 1994; Smith, 1996; Wahal, 1996). Having been coined the ‘CalPERS 

effect’, it is insinuated that it may be unique to the fund. However, English et al. (2004) find no 

CalPERS effect in terms of returns, as for other public pension funds (Del Guercio & Hawkins, 1999). 

Becht et al. (2009) find that when the HUKFF’s objective is achieved, there are significantly positive 

abnormal returns of 5.30% around the announcement date. This is supported by Klein & Zur (2009), 

who find significantly positive size-adjusted returns in the short term for entrepreneurial activists. 

Quite surprising, they detect no statistical difference in returns between hedge fund targets and entre-

preneurial targets. Contrarily, Filatotchev & Dotsenko (2015) find negative, yet insignificant returns 

for traditional and associations of institutional investors. Hence, although institutional activism can 

prompt changes in the target’s governance structures, it has negligible impact on share values and 

earnings and is highly dependent on which institutional activist is examined (Karpoff, 2001). 
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4.3 Long-Term Effects 

Gillan & Starks (2007) argue that the effects of shareholder activism are likely to show up only grad-

ually over time. Hence, multiple studies have examined the long-term performance of targets. The 

varying definitions of long-term windows mentioned previously exacerbates the inconclusive nature 

of findings, since one cannot certainly establish that the performance was caused by activism per se, 

inhibiting association of causation. Furthermore, the long-term impact of activism is impeded by the 

fact that many targets are acquired within two years of the activist event, hence, the incremental 

performance development can no longer be observed (Boyson et al., 2017). Nonetheless, this section 

will lay forth the findings of long-term performance for both stock and operational measures.  

4.3.1 Stock Performance 

As table 4 shows, studies performing long-term analyses on target stock returns both use CARs and 

buy-and-hold abnormal returns (BHARs), yet BHARs have become the adopted norm for long-term 

studies as it better reflects the investment strategy of equity investors in practice (Bessler et al., 2015). 

Some studies find minimal or no impact on share performance in the long term, which may suggest 

a case of mean reversion (Gillan & Starks, 2007). However, Brav et al. (2008) and Bebchuk et al. 

(2015) test for mean reversion and find no evidence of a negative abnormal drift during one-, three-, 

and five-year periods subsequent to the announcement. Although BHARs are found to be positive 

using three different time periods, they are statistically insignificant both when considering the 

CAPM and the Fama-French Carhart four-factor model (Bebchuk et al., 2015). Bebchuk et al. (2015) 

also test whether the ‘pump and dump’ patterns feared by critics can be supported and find that during 

the three-year period following activists’ departures, estimated alphas are positive and statistically 

significant using individual firm regression based on CAPM models and positive but not significant 

when using other standard methods for detecting abnormal returns. The positive abnormal returns 

found in long-term research are argued to be attributed to the right tail of the distributions by strongly 

outperforming firms, yet not driven by a few extreme outliers (Bessler et al., 2015; Brav et al., 2008; 

Gantchev, 2011). Hence, while the average deal does not lead to abnormal returns, the upper quartile 

of deals offer much more upside than the corresponding downside of the lower 25% of deals (Brav 

et al., 2008). Actually, due to the skewness in BHARs, Bessler et al. (2015) find median BHARs to 

turn negative over long event windows, albeit being statistically insignificant. 

The calendar-time portfolio (CTP) approach circumvents some of the methodological issues with 

BHARs, such as cross-correlation in abnormal returns. Consequently, multiple scholars have started 
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applying this method alongside BHAR analyses (Bessler et al., 2015; Bebchuk et al., 2015; Clifford, 

2008). Research applying the CTP approach and Fama-French three- and four-factor models find 

positive abnormal returns one, two, and three years following the announcement (Bessler et al., 2015; 

Clifford, 2008). Yet, although the results are significant across all periods in Clifford’s (2008) US 

study, Bessler et al. (2015) only find significance for the two-year holding period.  

Brav et al. (2008b) find that an equally-weighted ‘activism index’ of all activist funds from January 

1995 to June 2007 follow the return of the S&P 500 index up until mid-2000, and then outperform 

the S&P 500 onwards. Furthermore, activist funds outperform the average equity-oriented hedge 

funds in the database since 2003. However, when creating a tradable ‘copycat’ strategy that holds the 

most recent publically available hedge funds’ 13F holdings, i.e. rebalances according to hedge fund 

stakes, the abnormal alphas are positive yet less impressive (Brav et al., 2008b).  

 

4.3.2 Operational Performance 

Operational performance is long-term in nature, hence, the scarce research on the operational perfor-

mance also applies a time frame of one to five years. In shareholder activism research, both account-

ing- and market-based measures are used to test earnings changes. Accounting-based variables can 

be grouped into three categories: i) return on assets (ROA), ii) return on equity (ROE), and iii) return 

Study Sample Country & 
Period

Sample 
Size

Activist Identity Return 
Measure

Model Inference

Clifford (2008) US (1998-2005) 197 Hedge funds CAR FF (3-, 4-, & Carhart-factor) Positive & significant
Brav et al. (2008) US (2001-2006) 724 Hedge funds BHAR FF (4-factor), CAPM Positive & significant
Greenwood & Schor 
(2009)

US (1993-2006) 980 Hedge funds CAR FF (3-factor) Positive & significant

Becht et al. (2010) Europe (2000-2008) 305 Hedge funds BHAR Simple market model Positive & significant
Gantchev (2011) US (2000-2007) 1164 Hedge funds HPR Simple market model Positive
Bebchuk et al. (2015) US (1994-2007) 2040 Hedge funds CAR & 

BHAR
CAPM, FF (4-factor), matched 
sample, CTP reg.

Positive & significant

Bessler et al. (2015) Germany (2000-2006) 231 Hedge funds BHAR Market model, FF (3-factor), 
CTP reg.

Positive & significant

Venkiteshwaran et al. 
(2010)

US (1995-2007) 33 Individual BHAR Simple market model Positive & partly 
significant

Croci (2007) Europe (1990-2001) 136 Corporate raiders CAR FF (3-factor) Positive & insignificant
Wahal (1996) US (1987-1993) 295 Pension funds AHPR Simple market model Zero & insignificant
Del Guercio & Hawkins 
(1999)

US (1987-1993) 266 Pension funds BHAR Market model Positive & insignificant

Song & Szewcyk (2003) US (1987-1993) 156 Pension funds (CII) BHAR Firm-matching Positive & insignificant
English et al. (2004) US (1992-1997) 63 Pension funds (CalPERS) HPR Market model Positive & insignificant
Barber (2006) US (1992-2005) 115 Pension funds (CalPERS) - FF (4-factor), CTP reg. Positive & insignificant
Becht et al. (2009) UK (1998-2004) 41 Pension funds (HUKFF) CAR CAPM, FF (4-factor) Positive & significant
Strickland et al. (1996) UK (1998-2008) 216 Multiple CAR Simpel market model Insignificant
Klein & Zur (2009) US (2003-2005) 1003 Multiple BHAR FF (size-matched portfolios) Positive & significant
Buchanan et al. (2012) US & UK 

(2000-2006)
3793 Multiple HPR Simple market model Positive & significant for 

US, negative for UK
Becht et al. (2017) Intl. (2000-2010) 1740 Multiple - CTP reg. Positive & significant

Source: Authors

TABLE 4: EMPIRICAL REVIEW - LONG-TERM STOCK PERFORMANCE
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on sales (ROS) (Karpoff, 2001). Stock market-based measures such as Tobin’s Q are also widely 

used to reflect the earnings power of targets, thereby examining the effectiveness with which firms 

operate and serve their shareholders (Bebchuk et al., 2015). 

Most early research report insignificant changes on all three accounting-base measures (see appendix 

6) (Del Guercio & Hawkins, 1999; Karpoff, 2001). Additionally, although hedge fund activism is 

found to produce positive shareholder gains in the long term in general, almost all newer studies 

measuring the long-term operational performance report no significant changes in the operating per-

formance of targeted companies (Bebchuk et al., 2015; Greenwood & Schor, 2009; Klein & Zur, 

2011; Wahal, 1996). Some studies find the operating performance of hedge fund activist targets to be 

significantly better relative to its industry peers and to increase during a longer time period following 

the activist intervention; however, the improvements take some years to manifest themselves 

(Bebchuk et al., 2015; Brav et al., 2008; Clifford, 2008). Contrarily, other evidence suggests that 

operating profitability only modestly changes and is largely unaffected (Greenwood & Schor, 2009; 

Venkiteshwaran et al., 2010). Klein & Zur (2009) and Wahal (1996) even find a significant decrease 

in ROA compared to a matched portfolio. Often, the results are largely dependent on the event win-

dow applied, resulting in different results within a single study applying both a one or two-year time 

frame (Brav et al., 2008). Due to small sample sizes, findings often cannot be coined statistically 

significant (Becht et al., 2009). Moreover, operating performance is often measured against a control 

group to detect abnormal performance (see appendix 6). The mixed evidence on operational perfor-

mance points toward the difficulty in picking the right control group. Often similarity criteria in terms 

of industry and pre-announcement performance are applied, yet Gillan and Starks (2007) argue that 

there must be other important differences between the targeted and non-targeted companies, since 

activists only engaged with the former. This emphasizes the issue of reliability of results, especially 

in the long term, where other confounding events can impact performance. 

As excess cash can create agency costs as managers take on negative NPV projects, it is argued that 

activists seek to reduce agency costs by increasing dividend yields, decreasing cash holdings, or in-

creasing leverage (Clifford, 2008; Jensen, 1986). Some critics argue that hedge funds bring about a 

reduction in the company’s long-term investments and resources available to finance them; however, 

there is no theoretical support that activist-initiated reductions in investments are value reducing in 
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the long term (Bebchuk et al., 2015). Bebchuk et al. (2015) identifies ‘investment-limiting’4 actions 

in 19% of the cases viewed. Greenwood & Schor (2009) and Klein & Zur (2009) also find a reduction 

in investment levels when looking at capital expenditures. A majority of studies find increases in 

payout ratios following activism (Brav et al., 2008; Clifford, 2008; Klein & Zur, 2009); however, 

other studies do not see any changes (Greenwood & Schor, 2009; Venkiteshwaran et al., 2010). Cash 

levels and short-term investments are generally found to decrease (Clifford, 2008; Klein & Zur, 

2009). Leverage is also documented to increase modestly by approximately 1pp (percentage point) 

(Brav et al., 2008; Klein & Zur, 2009) and by some studies to increase drastically by nearly 40pp 

(Greenwood & Schor, 2009). Although changes are made to leverage and payout yields, scholars find 

no evidence that investment-limiting interventions are associated with adverse long-term declines in 

operating or stock performance (Greenwood & Schor, 2009; Bebchuk et al., 2015). Hence, the in-

crease in payout and leverage simply indicates a reduction of agency problems associated with free 

cash flows, which benefits the shareholder.  

4.4 Drivers of Performance 

Antecedents of shareholder activism previously researched by literature consist of characteristics re-

lated to the i) target, ii) activist, iii) campaign, and iii) external environment (Goranova & Ryan, 2014; 

Schneider & Ryan, 2011). Consequently, a choice has been made to structure this section accordingly. 

The review of the underlying causes of abnormal performance are summarized at the end of this sub-

section in table 5 and will guide the variables chosen for the cross-sectional analyses, as well as 

benefit the selection of screening criteria for the shadow portfolios. 

4.4.1 Target 

Target-level drivers are associated with characteristics such as size, industry, and performance in 

terms of operations and share price of the target. Anson et al. (2003) decomposed the CalPERS’ Focus 

List, finding the significant wealth-enhancing effects to be the largest for i) large-cap stocks with a 

diverse shareholder base, ii) stocks with more extensive analyst coverage, and iii) stocks the market 

has previously identified as laggards. Croci (2007) finds that concentrated ownership of targets yield 

                                                 
4 “Investment-limiting” is defined as i) increase in leverage within top 5% ii) increase in payout yield within top 5% iii) 

increase in CAPEX and R&D within bottom 5% of public firms. 
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higher profits for the activist, yet the small sample size makes it impossible to draw statistical infer-

ences. On the contrary, widely held companies do not exhibit abnormal stock price returns in the 

short and long term (Ibid.). This is consistent with Thomas & Cotter (2007) who find institutional 

ownership as well as a high market cap to have a positive effect on abnormal returns. Moreover, ROA 

is found to have a significant correlation with long-term abnormal returns (Greenwood & Schor, 

2009; Thomas & Cotter, 2007). Thomas & Cotter (2007) find leverage to positively affect short-term 

CARs; however, Greenwood & Schor (2009) detect no significance. Changes in ROA, capital ex-

penditures, dividends, assets, and shares outstanding seem to have no significant correlation with 

short-term returns (Greenwood & Schor, 2009). 

4.4.2 Activist 

The identity of the activist is also found to affect the abnormal return. The difference between hedge 

funds and institutional activists has in particular been widely researched (Filatotchev & Dotsenko, 

2015). Beyond the overall activist identity, US research shows that higher returns are generated for 

experienced hedge funds with i) a track record of successful activism and ii) specialized activists 

(Boyson et al., 2016; Brav et al., 2008; Krishnan et al., 2016). This is consistent with the European 

findings of Becht et al. (2010) who find that specialist hedge funds earn a higher return than non-

specialist funds, although not quite as large as in US studies. Becht et al. (2010) suggests that the 

difference in returns for specialist funds reflect the fact that these activists engage more frequently 

and with the intent to profit from their engagement strategy. Even the earliest campaigns of some of 

the most experienced hedge funds perform better than their inexperienced counterparts at the time, 

and these activists go on to become serial activists, indicating that skill is not necessarily something 

that can be learnt with an increase in number of campaigns (Boyson et al., 2016). Hedge funds that 

have been in existence for a long time, make large investments in their targets, and have a track record 

of holding more board seats overall trigger positive market reactions when intervention is announced 

as well as improved post-intervention operating performance (Krishnan et al., 2016). The largest ab-

normal returns are found for hedge fund activists who have made the largest aggregate investments 

in the recent past (Ibid.). In contrast, the hedge fund activists that engage in more frequent but smaller 

engagements are associated with lower returns, suggesting that highly active funds are less able to 

engage meaningfully in each campaign (Ibid.). Moreover, evidence shows that the occurrence of so-

called ‘wolf pack’ activism creates higher stock returns at announcement and over the duration of the 

campaign (Becht et al., 2017; Wong, 2016). Furthermore, domestic activism is found to outperform 

foreign activism everywhere in the world (Becht et al., 2017). 
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4.4.3 Campaign 

Studies find a broad range of initial stakes taken in targets, usual falling within the 5-12% range 

(Becht et al., 2010; Brav et al., 2008; Croci, 2007). Yet, the minimum and maximum stakes illustrate 

the heterogeneity in stakes taken, e.g. Croci’s (2007) sample has a minimum stake of 0.2% and max-

imum of 39.3%. Hostile campaigns exhibit greater capital commitments in the target firm, indicating 

that it requires more capital to exert hostile pressures (Brav et al., 2008). Becht et al. (2017) find 

stakes to affect returns positively, following an effort-based rationale. However, other scholars find 

that stakes affect stock performance negatively, i.e. the larger the stake, the lower the abnormal return 

or no effect on returns or success of a campaign (Croci, 2007; Gantchev, 2011).  

The objective of a campaign also drives the abnormal returns of shareholder activism (Brav et al., 

2008; Greenwood & Schor, 2009). Generally, studies find that returns are positive when activists 

request an asset sale or try to block a merger (Becht et al., 2010; Greenwood & Schor, 2009). On the 

other hand, demands regarding capital structure issues, corporate governance, corporate strategy, or 

proposals of a spinoff are not significantly different from zero (Ibid.). Demands of board changes are 

also found to be insignificant (Becht et al., 2010; Brav et al., 2008). However, Brav et al. (2008) find 

changes in business strategy to yield the largest positive abnormal partial effects. Hence, literature 

documents that the ‘traditional’ governance-oriented activism leads to weak abnormal returns (Bizjak 

& Marquette, 1998; Brav et al., 2008). The abnormal returns are found to be the largest when the 

objective is to promote takeover either by a strategic buyer or private equity fund (Becht et al., 2010; 

Brav et al., 2008). This is supported by Venkiteshwaran et al. (2010), who find that the targets that 

were subsequently acquired exhibited large abnormal returns, whereas the subsample that survived 

exhibited a significantly negative return of 60%. This is consistent with the ‘pump and dump’ strategy 

suggested by some scholars and the hypothesis that returns to activism are driven by activists’ success 

at getting target firms taken over (Becht et al., 2010; Boyson et al., 2017; Greenwood & Schor, 2009). 

Under this hypothesis, the abnormal returns experienced around the announcement of an activist in 

the stock reflects the market’s expectations that target firms will be acquired at a premium (Ibid.). 

This hypothesis is supported by the idea of activists as stock pickers as well as the findings of no 

significant change in operational performance (Greenwood & Schor, 2009; Venkiteshwaran et al., 

2010).  

The tactics applied by activists also affect the level of abnormal returns. Private activism is found to 

be less profitable than public activism, which may be explained by the fact that private activism is 

less hostile by definition (Becht et al., 2010). Hostile tactics are found to generate significantly higher 
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returns (Becht et al., 2010; Brav et al., 2008). However, when assessing operating performance, Beb-

chuk et al. (2015) find that activist interventions that are hostile or confrontational do not lead to 

significantly different operating performance than the subsample of other targets. This may also show 

that there is no adverse effect on long-term performance, which public opinion has advocated. Becht 

et al. (2009) also find that the largest returns for HUKFF stem from confrontational and mixed en-

gagements rather than collaborative interventions.  

Another strand of literature on shareholder activism assesses effectiveness and success by measuring 

the outcomes of campaigns and the implementation of activist demands (Brav et al., 2008; Gantchev, 

2011; Girard, 2009). This is argued to be one of the main drivers of the long-term performance of 

shareholder activism (Cai & Walkling, 2011). Hedge fund activism experiences high success rates, 

i.e. management acquiesce either fully or partially to activist demands in roughly 60% of cases (Brav 

et al., 2008; Klein & Zur, 2009; Venkiteshwaran et al., 2010). If the demands set forth by the activist 

are accepted and even implemented, performance is affected positively (Becht et al., 2017; Cai & 

Walkling, 2011; Klein & Zur, 2009; Smith, 1996). The announcement of engagement outcomes are 

found to contribute significantly to the holding period returns during the engagement (Becht et al., 

2017). If activists obtain their objectives within one year, then returns are significantly higher sur-

rounding the initial announcement, indicating that the market is able to differentiate between success-

ful and non-successful campaigns ex ante (Klein & Zur, 2009).  

The literature on shareholder proposals have shown that their success, i.e. voting, depends on a large 

number of different variables (Ertimur & Ferri, 2010). Cziraki et al. (2010) find that shareholder 

proposals enjoy relatively modest voting success in both the UK and Continental Europe and are most 

fundamentally driven by the issue addressed. Various US studies have also found evidence for this 

and show that activists are the most successful when demanding a sale of the target, restructuring of 

inefficient operations and improved disclosure, but less successful when demanding higher dividends 

(Brav et al., 2008; Gantchev, 2011). Other important factors beyond the campaign objective include 

the identity of the activist, hostility of tactics, insider and institutional ownership, frequency of sub-

mitted proposals, the governance structure, and performance of the target firm (Brav et al., 2008). 

Ertimur et al. (2010) find that the likelihood of implementation of proposals is higher for proposals 

brought to a vote or supported by shareholders with higher ownership or ability to exert pressure (e.g. 

unions). Hence, the likelihood of implementation is increasing with the degree of shareholder pres-

sure. This follows findings from France showing that lawsuits is the preferred method of engagement, 
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and that aggressive strategies are more likely to succeed than other forms of activism, including the 

submission of proxy proposals (Girard, 2009). 

4.4.4 External Environment 

The magnitude of current literature includes one legal jurisdiction, namely the US (Brav et al., 2008b; 

Greenwood & Schor, 2009; Klein & Zur, 2009); however, a few studies have taken on a multi-juris-

dictional sample to seek to uncover how this factor drives performance (Becht et al., 2010; Croci, 

2007). Croci (2007) finds differing performance across different European countries; however, when 

accounting for ownership concentration, these differences are diluted. This is consistent with Becht 

et al.’s (2010) European study, where only British and German returns are statistically different from 

zero, yet legal jurisdiction does not explain differences in returns across countries, when controlling 

for other explanatory factors.  

The financial crisis and the global recession has also been documented to give large abnormal losses 

to activist funds. Becht et al. (2010) find abnormal returns to be about one third lower as a result of 

the inclusion of the years 2007 and 2008. Greenwood & Schor (2009) argue that abnormal returns at 

the announcement of an activist depend on the overall takeover interest in the market as it is essen-

tially the expectation of a forthcoming takeover that drives the announcement effect. Hence, periods 

of credit crunch with low private equity interest in debt-financed buyouts are found to have a signif-

icantly negative effect on targets’ stock price (Becht et al., 2010; Greenwood & Schor, 2009).  
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4.5 Reasons for Heterogeneity in Results of Previous Research 

The differences in the results laid forth in the empirical review bring forth the question of causality 

between activist intervention and actual economic change. Consequently, it could be questioned 

whether the changes observed are caused by other factors (confounding events), including simulta-

neous release of relevant information, externalities, or general market and industry trends. Critics of 

hedge fund activism claim that there is no causal link between activist intervention and improvements 

in operating performance and that improvement in long-term performance is rather a reflection of 

Study
Sample Country & 

Period Activist Identity Methodology Inference

Firm level
Firm size Krishnan et al. (2016) US (2008-2014) Hedge funds Multivariate regression Negative & significant
Firm size Thomas & Cotter (2007) US (2002-2004) Multiple Multivariate regression Positive & significant
Firm size Anson et al. (2003) US (1992-2001) Pension funds (CalPERS) Cross-sectional CAR Positive & signficant
Return on assets Greenwood & Schor (2009) US (1993-2006) Hedge funds Corr. w/ LT abnormal returns Positive & significant
Earnings growth Thomas & Cotter (2007) US (2002-2004) Multiple Multivariate regression Positive & significant
Leverage Thomas & Cotter (2007) US (2002-2004) Multiple Multivariate regression Positive & significant
Institutional ownership Thomas & Cotter (2007) US (2002-2004) Multiple Multivariate regression Positive & significant
Broad Analyst coverage Anson et al. (2003) US (1992-2001) Pension funds (CalPERS) Cross-sectional CAR Positive & signficant
M&A sample Greenwood & Schor (2009) US (1993-2006) Hedge funds Cross-sectional CAR Positive & signficant
M&A sample Gantchev (2011) US (2000-2007) Hedge funds Cross-sectional CAR Positive & insignificant
M&A sample Bessler et al. (2015) Germany (2000-2006) Hedge funds Multivariate regression Positive & significant
M&A sample DeAngelo & DeAngelo (1989) US (1978-1985) Multiple Cross-sectional CAR Positive & significant

Activist-level
Activist type Thomas & Cotter (2007) US (2002-2004) Multiple Multivariate regression Weak evidence of effect
Domestic activists Becht et al. (2017) Intl. (2000-2010) Multiple Cross-sectional CAR Positive & significant
Reputation Brav et al. (2008) US (2001-2006) Hedge funds Multivariate regression Positive & significant
Reputation Krishnan et al. (2016) US (2008-2014) Hedge funds Multivariate regression Positive & significant
Reputation Johnson & Swem (2016) (2000-2014) Hedge funds Multivariate regression Positive
Experience Boyson et al. (2016) US (2001-2013) Hedge funds Cross-sectional CAR Positive & significant
Stake Gantchev (2011) US (2000-2007) Hedge funds Cross-sectional CAR Insignificant
Stake Becht et al. (2017) Intl. (2000-2010) Multiple Multivariate regression Positive & significant
Stake Johnson & Swem (2016) (2000-2014) Hedge funds Multivariate regression Insignificant
Wolf pack Wong (2016) US (1998-2004) Hedge funds Cross-sectional BHAR & OLS Positive & significant
Wolf pack Bessler et al. (2015) Germany (2000-2006) Hedge funds Multivariate regression Postive & significant
Wolf pack Becht et al. (2017) Intl. (2000-2010) Multiple Multivariate regression Postive & insignificant
Hostility Becht et al. (2010) Europe (2000-2008) Hedge funds Cross-sectional CAR Positive & significant
Hostility Brav et al. (2008) US (2001-2006) Hedge funds Multivariate regression Insignificant
Objective - sale of company Brav et al. (2008) US (2001-2006) Hedge funds Multivariate regression Positive & significant
Objective - sale of company DeAngelo & DeAngelo (1989) US (1978-1985) Multiple Cross-sectional CAR Positive & significant
Objective - business strategy Brav et al. (2008) US (2001-2006) Hedge funds Multivariate regression Positive & significant
Proposal type Thomas & Cotter (2007) US (2002-2004) Multiple Multivariate regression Weak evidence of effect
Demand success Klein & Zur (2009) US (2003-2005) Multiple Cross-sectional BHAR Positive & significant
Demand success Wahal (1996) US (1987-1993) Pension funds Cross-sectional CAR Positive & significant
Demand success Gantchev (2011) US (2000-2007) Hedge funds Cross-sectional CAR Positive & significant
Announcement of outcome DeAngelo & DeAngelo (1989) US (1978-1985) Multiple Cross-sectional CAR Positive & significant
Announcement of outcome Becht et al. (2017) Intl. (2000-2010) Multiple Cross-sectional CAR Positive & significant
Announcement of outcome Becht et al. (2009) UK (1998-2004) Pension funds (HUKFF) Cross-sectional CAR Positive & significant

Environmental
Credit crisis Greenwood & Schor (2009) US (1993-2006) Hedge funds Cross-sectional CAR Negative & significant
Financial crisis Becht et al. (2010) Europe (2000-2008) Hedge funds Cross-sectional CAR Negative & significant
Legal jurisdiction Becht et al. (2010) Europe (2000-2008) Hedge funds Cross-sectional CAR Insignificant

Source: Authors

TABLE 5: EMPIRICAL REVIEW - DRIVERS OF STOCK RETURNS

Variable
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activists’ stock-picking ability. Bebchuk et al. (2015) emphasize reasons to believe that their findings 

of operational improvements are at least partly due to the activist interventions because i) activist 

engagements involve significant costs, and activists would have strong incentives to avoid bearing 

these costs if the operational improvements would ensue anyways, ii) adversarial tactics are employed 

when activists expect targets to resist the activists’ suggested course of action, indicating that targets 

would not have taken these actions had they not been targeted, and iii) research shows that improve-

ments do not take place when outside block holders pursue a passive strategy. This also points to the 

fact that true activism per definition is not about stock picking but rather about resolving problems 

through real change (Bethel et al., 1998). Therefore, it can be argued that the disagreement among 

researchers on the success of activism is rather due to differences in i) definitions, ii) samples, and 

iii) methodologies applied (Karpoff, 2001). 

4.5.1 Definitions 

The term shareholder activist is a fluid term, hence, the identification of the overall sample can be 

done differently. For instance, Croci (2007) performs a search based on the term ‘corporate raider’ in 

news sources, which is far from the 13D filings many other scholars follow. Furthermore, widespread 

disagreements in the definition of success exist. Some argue that activist success is measured in form 

of adoption rates of proxy proposals, increases in share value, changes in operations or management, 

or even apply multiple sets of criteria for success  (Karpoff, 2001). Ultimately, the definition of ac-

tivism constructs the nexus of the analysis, which in turn affects the sample examined. 

4.5.2 Samples 

Samples differ due to the type of activism and event studied, the identity of shareholder activist, the 

time period, and geographical scope. Researchers mainly reach different conclusions because differ-

ent events are examined (Karpoff, 2001). Several researchers focus on 13D filings, shareholder pro-

posals, or a subset of these (e.g. governance proposals), where others look at public pressure or private 

negotiations and some include multiple events. For instance, Cai & Walking (2011) only focus on 

say-on-pay proposals, Bizjak & Marquette (1998) on shareholder proposals to rescind poison pills. 

Although this gives an in-depth knowledge to a certain type of proposal, its findings are difficult to 

generalize to other types of proposals, and hence comparability of studies is impeded. 

Furthermore, findings can be affected by the number of activist identities studied, as studies differ if 

all identities are included or only a narrower set of identities such as public pension funds are studied 

(Gillan & Starks, 1998). An issue with studies such as that of Becht et al. (2009) and Wu (2004) are 
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that they focus on one fund only. Consequently, you cannot generalize the findings to other share-

holder activist funds, as the funds are both country specific and may not represent the entire universe 

of pension funds (HUKFF to the UK and CalPERS to the US). Moreover, although numbers are 

economically large, they are not statistically significant due to the limited sample sizes.  

Samples are also largely affected by the time period of the overall sample. As tables 3, 4, and 5 

indicate, sample periods begin after 1968 and run up until 2014, with individual sample periods as 

low as one year and as wide as 17 years. Some studies select a sample with no structural breaks, e.g. 

assessing shareholder activism only post-crisis (Krishnan et al., 2016), whereas others seek to include 

a sample as large as possible and therefore have a sample that may exhibit different characteristics. 

Moreover, it could be argued that the validity of some studies is simply outdated because they no 

longer represent the current state of shareholder activism, as it has evolved dramatically over time. 

As mentioned previously, heterogeneity in empirical research is also a result of data sets composed 

of observations from different countries with different legal systems. Most literature investigates the 

US, ensuring comparability within these, yet newer studies also investigate activism in Europe, in 

particular the UK. This is further complicated by the fact that European samples consist of different 

countries and legal jurisdictions and different number of observations within each country. Moreover, 

a European sample gives weight to a few countries, mainly UK, and weight to a certain form of 

activism that has been born out of a certain legal system. 

4.5.3 Methodology Applied  

As is the case with any well-researched area in finance and economics, scholars apply a multitude of 

different methodologies to be able to draw meaningful and generalizable conclusions. This is also 

case for shareholder activism and its performance. Just when assessing shareholder gains, abnormal 

returns have been measured by a plethora of models such as a simple market model, market model, 

CAPM, Fama-French three-, four-, and five-factor models, CTPs, and matching firm models. On top 

of this, multiple different statistical tests have been performed to assess the statistical significance of 

the returns. Moreover, the overall choice of a short-term or long-term study, as well as the choice of 

event study windows within, can significantly affect findings (Gillan & Starks, 1998). With these 

caveats in mind, we move on to review the methodological choices made for this study. 
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5 Methodology 

Acknowledging that the findings of this research has the possibility of being greatly influenced by 

the choice of method, this section sets out the methods used and reasoning behind them. Moreover, 

the hypotheses that guide the analyses performed are laid forth, created from the review of previous 

literature and theory.  

5.1 Data Sample 

An initial sample of European activist campaigns dating back to 1998 was collected from two sources; 

FactSet’s SharkRepellent database (2018) and Thomson One Banker (2018). The two lists of 284 and 

298 campaigns that matched our criteria of being a Western European target from the two databases, 

respectively, were merged to provide a sample of 582 campaigns. We define a target company to be 

European, if it lives up to the criteria of being headquartered in a Western European country and its 

stocks selling on a Western European stock exchange. Cleaning out the data first involved removing 

two types of duplicates from the list; i) campaign duplicates between the two samples, and ii) cam-

paign duplicates within either sample. Continuing with the data cleaning process, campaigns that did 

not match the geographical criteria and where the dissident’s objective was to take over the target 

company were removed. After downloading share prices on these companies from Bloomberg L.P. 

(2018), the sample was further reduced due to data unavailability. Companies which delisted within 

the first month following the announcement date were removed alongside five outliers, further nar-

rowing down the overall sample size to 373. The data cleaning process is summarized in figure 11.  
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5.2 Statistical Analyses 

The main purpose of the analyses is to answer the main research question, hence, to investigate 

whether companies targeted by activism exhibit positive abnormal stock returns and to further test if 

these hypothesized abnormal returns are statistically significant. In order to do so, apart from consid-

ering the raw realized returns, this study follows an event study methodology comparing realized 

returns to expected normal returns. Abnormal returns are calculated according to three different mod-

els; the simple market model and the two asset-pricing models CAPM and the Fama-French five-

factor model. Additionally, two different calculations of returns over time are applied; CAR and 

BHAR. Since significance in the long term can only be tested when the announcement has been 

proven statistically significant in the short term, the short-term analyses first seek to establish signif-

icance immediately surrounding the announcement date, before addressing long-term performance  

(Dutta et al., 2018). The analysis in studying stock performance is delicate, mainly due to the lack of 

generally accepted methods (Schöber, 2008). Especially for the long-term analyses, research shows 

that the results can be crucially dependent on several factors, including the metric used to measure 

abnormal returns, the selection of benchmarks, the choice between the event-time and calendar-time 

approach, and the statistical method applied to establish significance.  

A second purpose of the analyses is to establish the case for a shadow portfolio. In lack of conclusive 

empirical results on positive abnormal performance of activist targets, a shadow investment strategy 

lacks a purposeful foundation. That is, the analyses will provide the fundamental rationale for a 

shadow investment strategy as well as inspire its design. The long-term analyses will especially con-

tribute to the rationale for the strategy and the short-term analyses to the decision regarding invest-

ment timing. To both understand where a potential abnormal return is created and to inspire portfolio 

design in terms of specific target characteristics that drive higher return, the overall analyses are sup-

plemented by cross-sectional ones according to decompositions motivated by empirical and theoret-

ical literature. The creation of shadow portfolios is elaborated on in section 7.1. 

5.2.1 Stock Performance 

5.2.1.1 Estimating Abnormal Returns 

This study takes four different measures of return into account; i) the raw, ii) the market-adjusted, iii) 

the CAPM-adjusted, and iv) the Fama French five-factor return. Whereas the simple market model, 

CAPM and Fama-French all concern abnormal returns, hence, if investing in the target companies is 
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a superior strategy to investing in the market and other factors, the raw return is included to reflect 

the actual, observable return an investor will expect from investing in such companies. While the 

CAPM has traditionally been applied in event studies, its relevance in recent time has been ques-

tioned, ultimately motivating the choice to apply the more sophisticated and up-to-date Fama-French 

five-factor model. The limited sophistication of the simple market model increases the likelihood of 

significance, since the respective stock’s movement with the market, beta, is not taken into account 

in the computation which simply deducts the market return from the stock return to provide the ab-

normal return, as given by equation 1: 

(1) 𝐴𝑅𝑖𝑡 = 𝑅𝑖𝑡 − 𝑅𝑀𝑡 

where ARit is the abnormal return at day for firm i, Rit is the realized return of firm i at day t, and RMt 

is the market return at day t. It is relevant to also consider more sophisticated models for excess return 

that distinguish between the return explained by common characteristics and the return caused by the 

event, since the purpose of an event study is to isolate the incremental effect of an announcement on 

the stock price (Kothari & Warner, 2007). In order to do so, a two-step procedure is followed; firstly 

an asset-pricing model needs to be applied to understand the stock’s normal correlation with the fac-

tors to estimate normal returns and secondly, the abnormal returns are calculated over the event win-

dow. This study considers both the Capital Asset Pricing Model (CAPM) and Fama French five-

factor models to generate normal returns by estimating the factor coefficients and alpha of the returns. 

As such, the CAPM model predicts normal returns according to equation 2: 

(2) 𝑅𝑖𝑡 − 𝑅𝐹𝑡 = 𝑎𝑖 + 𝑏𝑖(𝑅𝑀𝑡 − 𝑅𝐹𝑡) + 𝑒𝑖𝑡 

where Rit is the actual stock price return, RFt is the risk-free rate, ai is the excess return, bi is the stock’s 

movement with the market, RMt is the market return, and eit is a zero-mean residual. Similarly, the 

Fama-French five-factor model, which expands on the original three-factor model, estimates the av-

erage excess return that is not explained by the five factors; market, size, value, profitability, and 

investment (Fama & French, 1993; Fama & French, 2015). Following the same notation as equations 

1 and 2, the Fama-French five-factor model is given by equation 3: 

(3) 𝑅𝑖𝑡 − 𝑅𝐹𝑡 = 𝑎𝑖 + 𝑏𝑖(𝑅𝑀𝑡 − 𝑅𝐹𝑡) + 𝑠𝑖𝑆𝑀𝐵𝑡 + ℎ𝑖𝐻𝑀𝐿𝑡 + 𝑟𝑖𝑅𝑀𝑊𝑡 + 𝑐𝑖𝐶𝑀𝐴𝑡 + 𝑒𝑖𝑡 
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where SMBt is the return on a diversified portfolio of small stocks minus the return of a diversified 

portfolio of big stocks at day t, HMLt is the difference between the returns of high and low book-to-

market value stocks at day t, RMWt is the difference between returns of firms with robust and weak 

profitability at day t, and CMAt is the difference between stocks of conservative and aggressive in-

vestment firms at day t (Ibid.). Despite the benefit of logarithmic returns assuming constant com-

pounding and providing less extreme results, the returns for the analyses are calculated as simple 

returns in order to correspond to the methodology of the asset-pricing models as well as the aggrega-

tion of return measures. 

For the CAPM model, stock market index prices were downloaded for each country (see appendix 

7), which were then matched with the individual campaigns. When deciding on the risk-free rate to 

use for the CAPM model, it would have been optimal to use a weighted mix of the one-month German 

and UK government bonds. Two factors influence this choice; the maturity of the bond and the issuing 

government. Firstly, the risk-free asset should be chosen as the one with the least risk, hence, the 

shorter the maturity of the bond the better it fits to use as the risk-free rate. Secondly, the issuing 

government should be the country from which the investor is investing in order to avoid currency 

risk. Additionally, the weighting between Germany and the UK could be made to represent the dis-

tribution of our sample between the UK and Continental Europe, with Germany reflecting a Conti-

nental European investor (more on the sample distribution across countries in section 6.1). However, 

the risk-free rate applied in this study is the six-month German government bond, since unavailable 

data on the one-month German and British bonds as well as inconsistent data on the six-month UK 

government bond prevented the use of the one-month bonds and weighting between countries. Alter-

natively, one could have used an EU bonds to reflect a more generalized investor profile; however, 

considering country credit ratings where Germany is rated AAA as opposed to the AA rating of the 

EU implies a lower risk of default on German government bonds, i.e. supporting the choice of the 

German government bond as the risk-free rate (Hull, 2015). For the Fama-French regressions, the 

daily factors were downloaded from the Kenneth French database using the data on the European 

market, which has an identical geographical scope as our sample5. We use the risk-free rate provided 

by the Kenneth French database to ensure consistency between the factors, as opposed to using the 

six-month Germany bond for the Fama-French regression.  

                                                 

5 See appendix 8 for the countries included in the construction of the European Fama French five-factor returns 
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Subsequently, for both the CAPM and Fama-French model the abnormal return, AR, for firm i at day 

t are calculated as the realized return less the normal return, as given by equation 4: 

(4) 𝐴𝑅𝑖𝑡 = 𝑅𝑖𝑡 − 𝐸𝑅𝑖𝑡 

5.2.1.2 Calculation of Abnormal Returns over Time 

In order to aggregate the daily abnormal returns over time, two abnormal average return measures 

are applied; the cumulative abnormal return, CAR, and the buy-and-hold abnormal return, BHAR. 

CAR is calculated as the sum of the daily abnormal returns as given by equation 5: 

(5) 𝐶𝐴𝑅𝑑 = ∑ 𝐴𝑅𝑖𝑡

𝑑

𝑡=1

 

BHAR is calculated as the product of the daily abnormal returns given by equation 6: 

(6) 𝐵𝐻𝐴𝑅𝑑 = ∏(1 + 𝐴𝑅𝑖𝑡)
𝑑

𝑡=1

− 1 

Both measures have their benefits and drawbacks. BHAR better reflects the investment strategy of 

equity investors in practice, however, due to compounding gives more extreme results. The often 

very large positive values over longer periods of time make them heavily right-skewed. Contrary to 

the unpredictable distribution of BHARs, the distributional properties of CARs are better understood 

(Schöber, 2008). There seems to be no standard practice for the use of CARs versus BHARs with 

previous studies arguing for and against both measures across short- and long-term analyses. We 

acknowledge that the choice of return measure shapes the statistical results of our analyses, which 

will be considered when making inferences about the results.  

5.2.1.3 Time 

Consistent with previous literature, this study applies an event-based time approach, where the event 

announcement date dictates the analyzed time period, as opposed to a calendar-time portfolio (CTP) 

approach where data is collected on all observations during a specified time period. Various scholars 

favor the Jensen-alpha CTP approach; however, this approach is criticized for undermining the in-

tentional timing of managers to exploit mispricing and over-weighing other observations (Kothari & 

Warner, 2007). Since the timing of the activist is an essential part of activism, choosing the CTP 
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approach which weighs each time period rather than each campaign equally seems counteractive and 

would potentially have lower power of explaining the performance (Loughran & Ritter, 2000). Ad-

ditionally, using calendar-time data limits the ability to generalize the results over other time periods, 

since inferences may be specific to certain macroeconomic conditions. Shortcomings of using the 

event-time approach include that measurements taken at different points in time could correspond to 

different economic environments. However, this can be mitigated with the use of the CAPM and 

Fama-French five-factor models. Thus, considering activist timing and generalization of result, an 

event-based time approach is chosen. 

As mentioned above, the calculation of abnormal returns requires a regression estimation of normal 

returns using pre-announcement data, while the abnormal return is calculated over selected event 

windows surrounding the announcement. The length of an estimation window is a paradox between 

accuracy and the risk of covering structural breaks; enough data points are needed to more precisely 

estimate the normal returns; however, as the length of the estimation window increases so does the 

risk of including atypical returns due to structural breaks (Kothari & Warner, 2007). Moreover, too 

long of a window potentially leads to outdated coefficients (Armitage, 1995). Adhering to the general 

rule of applying an estimation window no less than 100 days while following the majority of previous 

literature (see figure 12), we determine an estimation window of 250 trading days that does not over-

lap the event window to prevent the event from influencing the normal return estimates, ultimately 

resulting in the estimation window [-280;-30] (Campbell et al., 1997). 

 

Adopting the most common event windows applied in order to follow best practice and ensure com-

parability of results, this study focuses on four event windows for the short-term analysis as far as up 

to 30 trading days pre and post announcement; [-1;0], [-1;+1], [-20;+20], [-30;+30]. For the analysis 

of long-term performance, the event windows include up to three years post announcement. Using 
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250 days of trading in a year, we analyze returns in yearly increments, hence, applying the following 

event windows: [-1;+250], [-1;+500], [-1;+750]. All tested event windows are shown in figure 13. 

 

5.2.2 Biases and Issues 

Any data sample is subject to a variety of biases and despite taking steps to minimize these, it is 

infeasible to completely eliminate them. The sample of campaigns is likely to favor larger campaigns, 

since these have been included in the databases through media coverage. Moreover, FactSet is a US 

database, which only records European occurrences of activism if the campaign is led by one of the 

larger US activist funds as defined by their SharkWatch50 list of activists. If performance of the target 

company is dependent on the competencies and skills of the hedge fund it is likely that there is an 

upward bias in the sample. In an attempt to mitigate this bias, the FactSet sample was supplemented 

with the Thomson One Banker sample, which is less limited in its European scope. The relatively 

limited number of duplicates across the two lists (see figure 11) testifies that using multiple data 

sources decreases the bias in the sample, thus strengthening the credibility of the study.  

Survivorship bias could lead to an overestimation of mean returns, stemming from inclusion of only 

well performing stocks, ultimately leading to a rejection of a true null hypothesis, i.e. false positive. 

Attempting to minimize survivorship bias, firms that delist during the three-year event horizon are 

still included by neutralizing their returns, i.e. setting their return equal to the expected one. 

Moreover, a few biases relate to how the sample is distributed across geography and time, amongst 

others. With approximately half of our sample being campaigns targeting UK companies, it may be 

problematic to generalize the results across Europe due to the low concentration of campaigns in 

other countries. Additionally, some companies have been targeted multiple times by activists, leading 

to confounding events. Confounding events are also likely to be unrelated to activism, such as M&A. 

This could affect the returns, especially in the long-term analyses, in either direction depending on 
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the market reaction to the specific confounding event. Moreover, it will affect the abnormal return 

calculation if the estimation window used to predict normal return overlaps with a previous campaign. 

This implies that the CAPM and Fama-French abnormal returns will be underestimated (overesti-

mated) if the previous campaign exhibited positive (negative) abnormal returns, ultimately leading to 

a type I error.  In order to minimize the bias, all campaigns against one company were evaluated and 

merged to the earlier announcement date in case of identical campaign objective, yet different data-

base information. Of our sample of 277 different companies, 69 of them have been targeted multiple 

times, resulting in a total campaign sample of 373.  

The aggregation of abnormal returns when calculating CARs and BHARs assumes no correlation 

between the abnormal returns of the individual stocks, which will generally be the case if there is not 

any clustering in the sample (Campbell et al., 1997). Our sample exhibits partial clustering, that is, 

no two campaigns share announcement dates, but their event windows overlap in calendar time, es-

pecially in more recent years where campaign activity has splurged. The incorrect assumption of 

uncorrelated abnormal returns would bias the standard deviation estimate downward and the test sta-

tistic upward (Kothari & Warner, 2007). Using a CTP approach to construct a portfolio is suggested 

to circumvent this issue; however, even this approach biases the test statistic upward (Ibid.). Keeping 

our earlier discussion in mind, we evaluate that little benefit from doing a CTP is added and pay 

attention to the issue when making inferences about the results. 

Lastly, event study tests are joint tests, meaning that they are well-specified only to the extent that 

the assumptions underlying their estimation are correct (Kothari & Warner, 2007). Thus, the event 

study tests inherently also test the correctness of the assumed model of expected returns, i.e. the 

simple market model, CAPM and Fama-French. This implies that economic interpretation of the re-

sults is less straightforward, despite specification and power of a test being statistically determined.  

5.3 Hypotheses Development and Test Statistics 

5.3.1 Short-Term Valuation Effects 

The statistical analysis takes its starting point with the short-term valuation effects arising from an 

announcement of an activist campaign. With multiple previous empirical studies finding significant 

outperformance of US target companies in the US market for shareholder activism (Brav et al., 2008; 
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Klein & Zur, 2009; Krishnan et al., 2016), amongst others, as well as the European few studies show-

ing similar results (Becht et al., 2010; Bessler et al., 2015; Filatotchev & Dotsenko, 2015), we mirror 

these findings to hypothesize positive, abnormal returns in the short term: 

H1: Targets of shareholder activism exhibit positive abnormal returns in the short term 

5.3.2 Long-Term Effects 

As highlighted in the empirical review, some studies find minimal to no impact in the long term, 

while others find positive returns, some significantly and others insignificantly so (Bebchuk et al., 

2015). Considered alongside the theoretical rationale, viewing shareholder activism as a necessary 

market mechanism to foster efficient monitoring, and the activist claims and incentives to maximize 

shareholder value in the longer term as well, we hypothesize positive abnormal performance beyond 

the short-term horizon, leading to our second hypothesis: 

H2: Targets of shareholder activism exhibit positive abnormal returns in the long term 

5.3.3 Cross-Sectional Analyses 

The heterogeneity of factors that promote or inhibit shareholder activism, along with the breadth of 

activism’s issues, methods, and processes, provide a plethora of variables to be tested in cross-sec-

tional analyses of the stock returns to provide a clearer understanding of the antecedents of the overall 

hypothesized abnormal return. Various decompositions are made based on previous literature and 

theoretical rationales to understand the heterogeneity in market perceptions regarding the expected 

value generated by activism. The cross-sectional decompositions are summarized in figure 14. 

 

5.3.3.1 Target 

The cross-sectional decompositions related to target characteristics include i) size, ii) industry, and 

iii) operational performance of the target company. Firstly, the size of the target is hypothesized to 

influence returns; however, previous literature finds both positive or negative relationships between 
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returns and size (Anson et al., 2003; Krishnan et al., 2016). To examine whether overall stock perfor-

mance is driven by the size of the target, the sample is split into quartiles based on their market 

capitalization at the time of the campaign announcement. Secondly, as some studies adjust for indus-

try effects it is interesting to examine whether different industries drive the returns. Comparing pre-

vious studies finding a high concentration of targets in the manufacturing and personal/business ser-

vices industries with our sample that has a high concentration of companies in financials, consumer 

services, and industrials, it is deemed purposeful to examine a potential effect of target industry. 

While previous literature examines industry effects as a whole by adjusting for it directly in the re-

turns, this study is more granular in that it examines whether differences exist between industries. 

Information about the industry of the target is downloaded from Bloomberg using the ICB classifi-

cation. Lastly, since the price of a stock is driven by earnings, it is important to consider how opera-

tional performance affects the return. Moreover, as mentioned in the empirical review, some studies 

attribute the positive abnormal returns to the upper quartile (Brav et al., 2008; Gantchev, 2011), which 

motivates the reason to decompose the sample into quartiles and test the performance of each sub-

sample. Hence, we decompose our sample into quartiles for each of the measures; ROA growth, 

EBITDA growth, profitability growth, gross margin growth, sales growth, net income growth, divi-

dend payout ratio growth, leverage growth and Tobin’s Q growth. The growth quartiles are con-

structed for each long-term event window using the time of announcement as the baseline for the 

change; for the [-1;+250] window growth is measured as the change in the operational measure from 

the time of announcement to one year post announcement, for the [-1;+500] window it is from the 

time of announcement to two years post announcement, and so on. 

5.3.3.2 Activist 

Of characteristics linked to the activist, we consider i) the origin of the activist, ii) the identity of 

activist, ii) the number of activists in a campaign, and iv) the reputation of the activist. Firstly, the 

origin of the activist may influence the stock market’s reaction to the campaign in relation to whether 

the activist is from Europe or the US. The argumentation goes in both directions; due to the maturity 

of the US market for activism, US activists may be more experienced and thus likely to have a positive 

effect on the announcement; however, due to differing governance regimes, a European activist may 

be more suitable to navigate the European market for activism arguing for a more positive reaction 

to a European investor, when the target is European. As highlighted in the empirical review, previous 

studies have found higher positive returns, when the activist is experienced, which leads us to a hy-

pothesis of activists driving higher returns than European ones (Becht et al., 2017). We define an 
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activist as European if the investment firm is incorporated in a European country or if it has a Euro-

pean office. If there are multiple dissidents listed as the activist and one or more of them adhere to 

the criteria, we define the campaign as being backed by a European activist as well. Secondly, as 

mentioned in the empirical review, specialist activists were found to drive higher returns both in the 

US and Europe, implying that the identity of the activist plays a role in explaining stock returns 

(Filatotchev & Dotsenko, 2015). Thus, looking at the identity of activists in our sample provided by 

the databases, hedge funds seem to be the most specialized one, driving a hypothesis of higher posi-

tive effects on the target stock performance, when the campaign is led by a hedge fund. Where infor-

mation from the databases was missing, the activist identity was identified using LexisNexis. Thirdly, 

the wolf pack characteristics are hypothesized to exert more pressure on the target, leading to a hy-

pothesis of higher performance of companies targeted by multiple activists in a campaign (Wong, 

2016). Lastly, the reputation of the activist is hypothesized to affect the announcement positively, 

since market expectations of future performance are arguably higher when the activist is reputable. 

Scholars have measured activist reputation in multiple ways (Boyson et al., 2016; Krishnan et al., 

2016). For this thesis, we construct a list of reputable activists based on previous literature and indus-

try reports (see appendix 9).  

5.3.3.3 Campaign 

As elaborated on in section 4.4.3, previous studies have looked at how different types of campaigns 

and objectives impact the target’s stock performance, finding both positive and no impact on the 

returns when considering takeover activity, capital structure issues, corporate governance, board 

changes or proposals of a spinoff (Greenwood & Schor, 2009; Becht et al., 2010; Boyson et al., 2017; 

Brav et al., 2008). Some effects are more easily hypothesized due to their somewhat more objective 

impact, whereas others are ambiguous and more subject to personal opinion and will accordingly 

follow a more deductive methodology. As such, campaigns concerning financial gains to the com-

pany such as asset sales, divestures, spinoffs, and a takeover by a third party are most likely to affect 

the stock price positively, due to the expectation that proceeds will be distributed to shareholders. 

Contrarily, campaigns related to business strategy and ESG measures may be welcomed differently 

by different investors. The campaign information provided by the FactSet and Thomson One Banker 

databases were used to manually classify each individual campaign according to the categories we 

developed in figure 6. If a campaign has multiple objectives, we distinguish between campaigns with 

two objectives and campaigns with three or more. Lastly, the success of the campaign is also consid-

ered. Theoretically, if a campaign is successful, the activist has managed to correctly identify and 
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succeed with minimizing an inefficiency, which should lead to higher performance (Klein & Zur, 

2009). We categorize campaigns as either i) successful, when all campaign objectives are achieved, 

ii) unsuccessful, when none of the objectives are achieved, iii) partly successful, when some but not 

all of the objectives are obtained, and iv) unknown, when the outcome of the campaign has not been 

reported or the campaign is ongoing.  

5.3.3.4 External Environment 

In relation to the external environment surrounding activism, decompositions are made in terms of i) 

country of target, ii) governance regime, iii) macroeconomic conditions, and iv) campaign announce-

ment year. Firstly, the country of the target may influence returns to activism stemming from maturity 

of activism in that country (Bessler et al., 2015). The UK has been exposed to shareholder activism 

for a much longer time than other European countries in our sample, which could suggest higher 

returns assuming there is a learning curve of market expectations to activism. Secondly, linked to the 

country of the target, the governance regime within which a company operates may also influence 

how activism is welcomed, hence, a decomposition according to the governance regimes specified in 

section 3.2 is performed. As highlighted in the theoretical review, different aspects of the governance 

regimes affect the attractiveness of activism differently. With the Anglo-American governance re-

gime being the theoretically most attractive market for activism, we hypothesize higher returns of 

targets in Anglo-American governance regimes. Thirdly, regarding the macroeconomic conditions, 

we find it interesting to analyze whether the targets perform well regardless of growth or recession. 

We measure growth and recession both in relation to GDP as a lagging indicator and market perfor-

mance as a leading indicator. The GDP indicator was constructed using country-specific GDP data 

downloaded from the World Bank database and weighted according to the distribution of countries 

in our sample, while the market indicator was constructed using the STOXX Europe 600 index. The 

definition of recession as two consecutive periods of negative growth is applied for both the GDP and 

market indicators (see appendix 10). Lastly, whereas the US market for activism is well developed, 

the European one is still catching on to the high volume of activity. Combining this with a large part 

of the sample being clustered around recent years, a decomposition across years could prove inter-

esting to examine whether there are traces of maturing of the European market, leading to increased 

returns through time.  



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 61 

5.3.4 Test Statistics 

The sample means are tested for significance using a one-tailed Student’s t-test according to the hy-

potheses developed above. A premise for conducting the Student’s t-test is a normal distribution of 

the observations. Hence, all samples were tested for normality (see appendix 11), showing an approx-

imate normal distribution; however, as previous literature has pointed out especially BHARs show 

skewness. The premise of normality has been somewhat relaxed, since research shows that the Stu-

dent’s t-test in practice can be confidently used even when moderate departures from normality occur 

(Bartlett, 1935; Boneau, 1960; Hsu & Feldt, 1969; Pearson, 1931; Zimmerman, 1987). Thus, we find 

it appropriate to conduct a Student’s t-test to check the mean returns for significant abnormal returns 

while simultaneously acknowledging limitations to the robustness of the statistical analysis. Follow-

ing our hypotheses developed above, we use a one-tailed Student’s t-test in order to confirm not only 

that the abnormal return of the target company differs from zero but also that the abnormal return is 

positive. Hence, in testing for significance we test the alternative hypothesis of mean returns above 

zero against the null hypothesis of mean returns equal to zero: 

H0: 𝜇𝑡𝑎𝑟𝑔𝑒𝑡𝑠 = 0 

HA:  𝜇𝑡𝑎𝑟𝑔𝑒𝑡𝑠 > 0 

The significance tests are performed across all chosen event windows and return measures, and results 

will be reported at the 1%, 5%, and 10% significance level. For the cross-sectional analyses, the same 

significance tests are performed; however, as sizes of the sub-samples decrease, the statistical tests 

lose power and are unreliable when the sample size falls below 30. However, the decompositions 

provide an indication of the direction of returns and the potential to uncover characteristics driving 

the hypothesized abnormal return. Hence, despite being unable to draw statistical conclusions, the 

decompositions make a valuable contribution to the understanding of the variation in returns. 
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6 Results of Empirical Analysis 

Based on the methodology outlined above, this section presents the results of the empirical analyses 

performed. As the findings of this research will be compared to the evidence of prior research, the 

section includes a summary and comparison of the descriptive statistics of this sample to begin with.  

6.1 Descriptive Statistics 

As mentioned in section 5.2.1.1, our sample is largely represented by British targets, making up as 

much as 51.7% of our sample (see figure 15). Within Continental Europe, Germany and France ac-

count for around 40%. The high number of UK targets is consistent with Becht et al. (2017) as well 

as with the development of activism in Europe. Furthermore, the distribution across years supports 

the maturity effect as well as the indications of a saturated US market; the surge in campaigns target-

ing European companies observed in recent years is mirrored in our sample (see figure 15). The 

consistency between our sample and real world observations both in terms of geographies and time 

horizons testifies to the generalization of the overall results. 

 

6.1.1 Sample Comparison to Previous Studies 

Descriptive statistics for our sample in comparison to other studies are presented in table 6. Firstly, 

this study includes more campaigns on the European market than has been the case previously (cf. 

Becht et al. (2010) in table 6). Most likely, this is a question of the time at which the studies are 

conducted (2017 contra 2009 and 2010), since most of the campaigns in this study were launched 
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after the cut-off time of the two other European studies. Secondly, the average activist ownership 

stake is 11.7% for our sample, higher than all other ownership stakes reported, however, close to the 

11% Becht et al. (2017) report for their international study. This is consistent with the corporate 

governance theory highlighted in section 3.2 that stipulates the potentially higher stakes needed to 

intervene in a European governance setting compared to a US one. However, the higher stakes do not 

seem to translate into higher success rates, with an average success rate of 43.7% in this study placing 

it toward the lower end of reported success rates (see table 6).  

 

Thirdly, the average market capitalization at the point of campaign announcement is remarkably 

higher than for other samples, indicating a potential bias in our sample rather than an inherent char-

acteristic of activist targets. Lastly, there seem to be more activists acting on their own with only 

10.7% forming wolf packs in our sample. This may be related to the higher ownership stakes taken 

by activists in Europe, as dependency on other shareholders to form remarkable stakes is then low-

ered. Furthermore, wolf packs often have a hostile connotation, which is argued to be an ineffective 

strategy in Europe (Selzner, 2015). However, Johnson & Swem’s (2016) study also exhibits a low 

fraction of wolf pack formations, which suggests that the different wolf pack observations may rather 

be attributable to the definition of wolf packs than actual sample differences.  

6.1.2 Operational Characteristics 

As table 7 illustrates, the average gross margin, profit margin, and ROA all decrease over the three 

years following announcement. The average gross margin and profit margin both start out negative 

and further deteriorate, whereas ROA is positive upon announcement, improves up to two years after, 

and then in year three drops to -1.4%. Contrary to the other three operational measures, Tobin’s Q 

fluctuates little over the three-year period, ultimately increasing slightly to 1.6% at year three. While 

Both the descriptive statistics for our sample and that of previous research is reported for the time of announcement

Study # Campaigns Market Cap (mEUR) Ownership Stake Wolf Pack (single/mltp) Campaign Success Rate

This study 387 10,751.40 11.7% 89.3 / 10.7 43.7%
Becht et al. (2010) 305 6.1%
Becht et al. (2017) 1,740 11.0% 81.9 / 18.1
Bessler et al. (2015) 231 322.85 13.36% 77.1/22.9
Boyson & Mooradian (2012) 418 215.82
Brav et al. (2008) 1,059 595.32 6.3% 77.9 / 22.1 56.9%
Cai & Walkling (2011) 1,270 8,224.87
Clifford (2008) 197 329.95 8.4%
Croci (2007) 136 3,930.76 5.6%
Gantchev (2011) 1,164 29.2%
Johnson & Swem (2016) 1,027 1,177.26 10.0% 92.0 / 8.0
Krishnan et al. (2016) 1,003 861.04 8.26%
Venkiteshawaran et al. (2010) 33 11.0% 60.0%

Source: Authors

TABLE 6: DESCRIPTIVE STATISTICS
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the other three measures are pure accounting measures, Tobin’s Q incorporates the market value in 

its computation. Hence, the improvement in the Tobin’s Q indicates that an appreciation of the market 

value rather than operational improvements takes place. 

 

Related to the free cash flow problem mentioned in sections 2.4.1 and 3.1.1, the dividend payout ratio 

and leverage ratio are measures of the company’s capital structure. The average dividend payout ratio 

is negative at the point of announcement and then peaks the first year following the announcement, 

increasing to 83.3% from -1.2%. The trend decreases after year one and settles at a lower, yet positive, 

level of around 15%. Additionally, the development in dividends paid over the three-year horizon 

following announcement is positive while the development in net income is negative (see appendix 

12), confirming the increase in the dividend payout ratio being attributable to a higher dividend. This 

is in line with one of the main motivations behind activism: high payout to shareholders, typically 

through dividends.  

6.1.3 Estimation Model Factors 

Before presenting the results of the short- and long-term analyses, interpretation of the estimation 

model outputs proves useful to understand the models behind the abnormal returns. The mean coef-

ficients and p-values of the individual estimation regressions are summarized in table 8 along with 

the estimation coefficients presented in Bebchuk et al.’s (2015) US study. The first thing that becomes 

apparent is the relatively low explanatory power of the models for our sample, with the CAPM and 

All measures are reported as decimals

Measure Statistic Year 0 Year 1 Year 2 Year 3
Ratios

Gross Margin Mean -0.039 0.007 -0.214 -0.137
Median 0.111 0.108 0.114 0.123
Std dev 6.511 5.770 6.170 2.609
N 274 236 195 151

Profit Margin Mean -0.142 -0.151 -0.287 -0.171
Median 0.025 0.025 0.023 0.032
Std dev 42.106 42.710 5.848 4.382
N 302 265 214 164

Return on Assets Mean 0.024 0.012 0.029 -0.014
Median 0.047 0.041 0.040 0.044
Std dev 0.163 0.231 0.108 2.558
N 287 246 203 160

Tobin's Q Mean 0.014 0.014 0.015 0.016
Median 0.012 0.012 0.012 0.012
Std dev 0.987 0.843 0.880 5.184
N 315 269 217 171

Free Cash Flow
Dividend Payout Ratio Mean -0.012 0.833 0.154 0.150

Median 0.000 0.000 0.000 0.000
Std dev 3.913 6.439 4.286 1.107
N 302 256 211 166

Leverage Ratio Mean 1.146 1.388 1.036 0.911
Median 0.558 0.605 0.551 0.479
Std dev 2.426 3.241 2.235 2.095
N 314 272 222 171

Source: Authors

TABLE 7: OPERATIONAL STATISTICS - STATIC
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Fama-French R-squared values of 20.08% and 19.90%, respectively. Comparing this to the 87.20% 

explanatory power of the Fama-French three-factor model in the Bebchuk et al. (2015) study empha-

sizes the relatively poor performance of the return estimation models. This has implications for the 

expected returns of the post-announcement period, since a comprehensive understanding of what 

drives the normal return of the targets has not been established. Hence, since the normal return esti-

mations are sensitive to outside factors, this will have implications for the computation of abnormal 

returns. A thorough discussion of these implications will follow in section 8.1. 

 

Generally, our sample exhibits a slightly positive alpha the year leading up to the campaign announce-

ment, however, insignificantly so. Regarding movement with the market, beta, we see that the CAPM 

estimates a higher correlation with the market than the Fama-French regressions. As mentioned in 

the methodology section, we used the specific European stock exchange returns for each individual 

stock, whereas for the Fama-French regressions we used the market return provided by the Kenneth 

French website. This could provide an explanation as to why i) the CAPM regression has a slightly 

higher explanatory power, and ii) the beta is more pronounced for CAPM. For the Fama-French re-

gressions, we see a negative correlation between the stock returns and the SMB, RMW, and CMA 

factors. This implies that our sample is loaded heavily on large companies that have weak profitability 

and an aggressive investment philosophy. Only HML is positive, however, weakly so, implying that 

targets are value rather than growth stocks, i.e. the companies have higher book-to-market values. 

Yet again, this paints a picture of activists targeting underperforming firms. 

The simple averages of the normal return estmation regression outputs, number of observations (N) and R-squared are reported as decimals

Bebchuck et al. (2015)
Fama-French

Measure Coeff. P-value Coeff. P-value Coeff.
N 363 338 167
R-squared 0.2008 0.1990 0.8720

Alpha 0.0001 0.3420 0.0001 0.4874 -0.2900
Beta (Mkt - Rf) 0.7155 0.1012 0.5251 0.1482 0.9600
SMB (Small Minus Big) -0.0467 0.3306 0.8700
HML (High Minus Low) 0.0730 0.3397 0.3200
RMW (Robust Minus Weak) -0.3846 0.3948
CMA (Conservative Minus Aggressive) -0.3062 0.3928

Source: Authors

TABLE 8: ESTIMATION MODEL FACTORS

This Study
CAPM Fama-French
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6.2 Short-Term Valuation Effects 

The overall short-term results are presented in figure 16 and table 9, of which figure 16 depicts the 

raw and abnormal BHAR up to 30 days pre- and post-announcement and table 9 reports the test 

statistics performed on the mean returns along with the volatility, median, and sample size.  

 

From figure 16, it immediately becomes clear that there is a valuation effect from the announcement 

of an activist campaign independent of the return model applied. Three main takeaways stand out. 

Firstly, the target companies have low to negative returns 30 days prior to the campaign announce-

ment, which slightly increases around five days before announcement. This finding is consistent with 

the view that activists target underperforming companies. Secondly, there is a clear valuation effect 

starting at day -1 and increasing at a high rate until around day 1, supporting the motivations behind 

hypothesis 1. Thirdly, the rate of return seems to slow down after the immediate announcement effect, 

but maintains a steady growth up to 30 days post announcement. 

As is evident from table 9, targets of activism exhibit positive raw and abnormal returns across the 

four models and return measures in the short term, significant at the 1% level. Consequently, the 

alternative hypothesis of hypothesis one is accepted at a 99% confidence level. The return increases 

with the length of the event window across models and return measures, suggesting that the announce-

ment effect is not limited to an immediate reaction solely caused by risk arbitrageurs and that an 

extension of the event window would be purposeful. Comparing the mean to the median, the two 

shortest event windows could especially indicate that the return is driven by a few above-average, yet 
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not outlier, firms as reported by Brav et al. (2008) and Gantchev (2011). However, the differences 

between the means and medians equalize as the event window expands. This could indicate that parts 

of the sample drive very high returns to begin with that abate with time, while other parts have less 

of an immediate effect yet catch on. Nevertheless, means increase with time, implying that the firms 

catching on do so more than the other firms abate.   

 

Considering the volatility of the returns, it increases as the event window expands to include more 

days prior to the announcement. Other event windows have been tested as well (see appendix 13), 

showing similar results of significant positive returns; however, more interestingly the event windows 

of [-1;+20] and [-1;+30] have lower standard deviations than the [-20;+20] and [-30;+30] windows, 

respectively. This indicates that the higher volatility of returns stems from the inclusion of pre-an-

nouncement returns, where markets were less confident in the performance of the target and in con-

trast, that the presence of an activist provides confidence in positive future performance. 

6.2.1 Cross-Sectional Analyses 

All cross-sectional analyses described in section 5.3.3 have been performed and the main findings of 

each will be covered; however, only the most relevant ones will be reported with tables in the follow-

ing sections, while the remaining decompositions are found in appendix 14.  

Stock returns are reported as decimals on the measures: i) Raw, the unadjusted raw return ii) Mkt, the simple market model-adjusted abnormal return, iii) CAPM, the 
CAPM-adjusted abnormal return, and iv) FF, the Fama-French 5-factor-adjusted abnormal return. Aggregated returns over time are reported both as CAR and BHAR. 
Significance is indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively. 

Event Window Raw Mkt CAPM FF Raw Mkt CAPM FF
Mean 0.011*** 0.011*** 0.011*** 0.012*** 0.011*** 0.011*** 0.011*** 0.012***
Median 0.002 0.003 0.003 0.003 0.002 0.003 0.003 0.003
Std. dev. 0.054 0.054 0.054 0.054 0.054 0.054 0.054 0.054
N 373 373 363 338 373 373 363 338
Mean 0.017*** 0.017*** 0.017*** 0.018*** 0.017*** 0.017*** 0.017*** 0.018***
Median 0.008 0.009 0.007 0.007 0.007 0.009 0.007 0.007
Std. dev. 0.076 0.076 0.077 0.076 0.078 0.078 0.079 0.079
N 373 373 363 338 373 373 363 338
Mean 0.050*** 0.036*** 0.048*** 0.047*** 0.032*** 0.049*** 0.035*** 0.037***
Median 0.041 0.024 0.033 0.035 0.017 0.025 0.007 0.014
Std. dev. 0.180 0.173 0.196 0.182 0.173 0.209 0.190 0.183
N 373 373 363 338 373 373 363 338
Mean 0.064*** 0.044*** 0.060*** 0.047*** 0.060*** 0.038*** 0.066*** 0.045***
Median 0.049 0.025 0.045 0.030 0.038 0.017 0.032 0.021
Std. dev. 0.217 0.211 0.247 0.221 0.230 0.222 0.281 0.245
N 373 373 363 338 373 373 363 338

Source: Authors

[-30;+30]

TABLE 9: OVERALL SHORT-TERM STOCK RETURNS

CAR BHAR

[-1;0]

[-1;+1]

[-20;+20]
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6.2.1.1 Target 

From table 10, it is apparent that targets with a low market capitalization enjoy the highest abnormal 

returns. Targets in the first quartile with a market cap below EUR 95 million have the highest abnor-

mal returns across event windows, models, and return measures, except for the [-1;+1] event window, 

where the largest returns exist for the second quartile targets. However, the second quartile targets 

can also more generally be characterized as small firms since their market cap lies within the range 

of EUR 95 and 1,065 million. Interestingly, small market cap companies generate returns twice as 

large as their larger market-cap counterparts on average. This is particularly interesting because, as 

mentioned previously, the average market cap for our sample is remarkably higher than for other 

samples. Hence, our sample may provide other cross-sectional evidence than previous studies. 

 

The short-term cross-sectional analyses on industries are unclear, yet findings point toward Industri-

als and Utilities targets generating the highest abnormal returns across models, however, with varying 

significance (see appendix 14.1). Contrarily, Oil & Gas targets underperform all other industries and 

even have negative announcement returns for several event windows. 

6.2.1.2 Activist 

Quite surprisingly, our activist identity decomposition shows that hedge funds do not generate the 

highest abnormal positive returns as otherwise hypothesized (see appendix 14.2). Instead, mutual 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
1st Quartile 71 95 0.020** 0.019** 0.020** 0.020** 0.020** 0.019** 0.020** 0.020**
2nd Quartile 72 1,065 0.018** 0.017** 0.018** 0.017** 0.018** 0.017** 0.018** 0.017**
3rd Quartile 72 5,217 -0.001 0.001 0.001 0.001 -0.001 0.001 0.001 0.001
4th Quartile 71 254,565 0.004 0.002 0.002 0.003 0.004 0.002 0.002 0.003
1st Quartile 95 0.027*** 0.026*** 0.026*** 0.026*** 0.027*** 0.026*** 0.026*** 0.026***
2nd Quartile 1,065 0.028*** 0.027*** 0.029*** 0.028*** 0.028*** 0.027*** 0.029*** 0.028***
3rd Quartile 5,217 -0.003 -0.001 -0.003 -0.003 -0.003 -0.001 -0.003 -0.003
4th Quartile 254,565 0.006* 0.004 0.004 0.007** 0.006* 0.004 0.004 0.007**
1st Quartile 95 0.062** 0.049* 0.099*** 0.069** 0.060** 0.043* 0.106*** 0.072**
2nd Quartile 1,065 0.054*** 0.041** 0.058*** 0.044** 0.050*** 0.035** 0.055*** 0.039**
3rd Quartile 5,217 0.030** 0.013 0.004 -0.002 0.024* 0.010 0.005 -0.003
4th Quartile 254,565 0.0243* 0.010 0.005 0.031** 0.026* 0.012 0.008 0.032***
1st Quartile 95 0.087*** 0.069** 0.151*** 0.106*** 0.081** 0.060* 0.168*** 0.115**
2nd Quartile 1,065 0.065*** 0.053** 0.073*** 0.050** 0.062*** 0.05** 0.074*** 0.043**
3rd Quartile 5,217 0.052** 0.0319* 0.014 0.008 0.046** 0.026 0.017 0.007
4th Quartile 254,565 0.023 0.005 -0.007 0.034** 0.024 0.006 -0.002 0.035**

Source: Authors

TABLE 10: SHORT-TERM STOCK RETURNS ACROSS TARGET SIZE QUARTILES

[-1;+1]

[-20;+20]

[-30;+30]

Quartile
(mEUR)

CAR BHAR

[-1;0]
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fund managers show strong performance across time horizons, but the results cannot be deemed sta-

tistically reliable with a sample size of only 20 campaigns. Although the identity of the activist is 

well-researched, previous studies also emphasize the impact of experience and reputation on the re-

turns to the campaign, which also provides contradictory findings in our study. Table 11 reports the 

cross-sectional analyses of our reputation measure. Reputable activists cause higher positive raw and 

abnormal returns immediately surrounding the announcement; however, when the event window is 

increased, abnormal returns of firms targeted by non-reputable activists are higher according to the 

CAPM and Fama-French (FF) models. This indicates that reputation drives the immediate announce-

ment effect, but has a smaller effect with time after accounting for risk. Consequently, a supporting 

test statistic was performed testing the reputable sub-sample against the non-reputable one under the 

hypothesis that firms targeted by reputable activists perform better than non-reputable ones as indi-

cated by previous literature. The test statistic showed no significance to the two sample means, im-

plying that there is no abnormal return to expect from the activist being reputable (see appendix 15). 

 

Activist characteristics such as origin and number of activists in a campaign was also tested. For 

activist origin, if excluding the small Asian sub-sample (n=8), then European activists generate the 

highest return on the announcement day, as well as over the two-day and 60-day window (see appen-

dix 14.3). However, findings are contradictory for the [-20;+20] window, with American activists 

generating the highest raw and abnormal returns. Moreover, the findings in regard to the wolf pack 

effect are inconclusive, with results being reversed for different event windows (see appendix 14.4). 

6.2.1.3 Campaign 

Although the overall campaign objectives show inconclusive evidence across event windows of 

which campaign objectives the market has the largest confidence in (see appendix 14.5), the decom-

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
No reputation 261 0.009*** 0.009*** 0.010*** 0.011*** 0.009*** 0.009*** 0.010*** 0.011***
Reputation 112 0.013*** 0.014*** 0.015*** 0.014*** 0.013*** 0.014*** 0.015*** 0.014***
No reputation 0.016*** 0.016*** 0.016*** 0.018*** 0.016*** 0.016*** 0.016*** 0.018***
Reputation 0.020*** 0.019*** 0.019*** 0.019*** 0.020*** 0.019*** 0.019*** 0.019***
No reputation 0.050*** 0.035*** 0.054*** 0.037*** 0.047*** 0.031*** 0.056*** 0.037***
Reputation 0.052*** 0.037*** 0.033** 0.036*** 0.048*** 0.033*** 0.031** 0.032***
No reputation 0.062*** 0.041*** 0.067*** 0.048*** 0.057*** 0.036** 0.075*** 0.048***
Reputation 0.069*** 0.050*** 0.043*** 0.043*** 0.065*** 0.044*** 0.043*** 0.039***

Source: Authors

[-20;+20]

[-30;+30]

TABLE 11: SHORT-TERM STOCK RETURNS ACROSS ACTIVIST REPUTATION

CAR BHAR

[-1;0]

[-1;+1]
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position according to the primary campaign objective, i.e. a more granular cross-sectional split, pro-

vides more interesting evidence. As table 12 depicts, M&A-related campaigns drive higher positive 

returns consistent through event windows and across return models and measures. A further decom-

position of primary campaign type into specific demands presented in appendix 14.6 shows that both 

support and opposition to M&A activity are positively received by the market, yet support more than 

oppose. 

 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Management & Board 153 0.008*** 0.007** 0.008*** 0.009*** 0.008*** 0.007** 0.008*** 0.009***
M&A 61 0.029** 0.028** 0.029** 0.026** 0.029** 0.028** 0.029** 0.026**
Two objectives 53 0.007 0.008 0.009 0.012* 0.007 0.008 0.009 0.012*
Divestures 28 0.015*** 0.017*** 0.018*** 0.015** 0.015*** 0.017*** 0.018*** 0.015**
Other Governance 20 -0.013 -0.012 -0.011 -0.014* -0.013 -0.012 -0.011 -0.014*
Capital 17 0.012* 0.014** 0.015** 0.016** 0.012* 0.014** 0.015** 0.016**
Three objectives or more 13 0.002 0.001 0.001 0.006 0.002 0.001 0.001 0.006
Review Strategy 11 0.001 0.005 0.001 0.005 0.001 0.005 0.001 0.005
Payout Policy 9 0.006 0.008 0.014** 0.011** 0.006 0.008 0.014** 0.011**
Other Shareholder Max. 6 0.012 0.009 0.008 0.007 0.012 0.009 0.008 0.007
Remove & Appoint Directors 2 0.004 0.013 0.012 0.012* 0.004 0.013 0.012 0.012*
Management & Board 0.011** 0.009** 0.009** 0.010** 0.011** 0.009** 0.009** 0.010**
M&A 0.037*** 0.035*** 0.036*** 0.035*** 0.037*** 0.035*** 0.036*** 0.035***
Two objectives 0.028* 0.030** 0.032** 0.037** 0.029* 0.031** 0.033** 0.039**
Divestures 0.018*** 0.019*** 0.018*** 0.016** 0.018*** 0.019*** 0.018*** 0.016**
Other Governance -0.007 -0.007 -0.003 -0.008 -0.007 -0.007 -0.004 -0.009
Capital 0.010 0.012 0.011 0.011 0.010 0.012 0.011 0.011
Three objectives or more 0.009 0.010* 0.010 0.016** 0.009 0.010* 0.009 0.016**
Review Strategy 0.006 0.015** 0.007* 0.012** 0.006 0.015** 0.007 0.012**
Payout Policy 0.009* 0.011* 0.020*** 0.022*** 0.009* 0.011* 0.020*** 0.022***
Other Shareholder Max. 0.034* 0.024 0.026 0.023 0.034* 0.024 0.026 0.023
Remove & Appoint Directors 0.010 0.016** 0.027 0.019 0.010 0.016*** 0.027 0.019
Management & Board 0.038*** 0.026** 0.044*** 0.024* 0.032** 0.019* 0.043*** 0.020
M&A 0.126*** 0.107*** 0.094*** 0.078*** 0.128*** 0.105*** 0.100*** 0.079***
Two objectives 0.064*** 0.041** 0.069** 0.071** 0.056** 0.031* 0.070** 0.068**
Divestures 0.037* 0.031* 0.046** 0.043*** 0.035* 0.028* 0.046** 0.039**
Other Governance 0.014 -0.007 0.014 -0.024 0.013 -0.008 0.013 -0.024
Capital -0.044 -0.048 -0.041 -0.023 -0.044 -0.046 -0.042 -0.016
Three objectives or more 0.008 0.017 0.018 0.001 0.005 0.014 0.016 -0.002
Review Strategy 0.029 0.014 -0.006 -0.022 0.043 0.028 0.003 -0.016
Payout Policy 0.061* 0.046** 0.060* 0.049 0.060* 0.043* 0.061* 0.051
Other Shareholder Max. 0.027 0.016 0.001 0.035 0.033 0.021 0.007 0.043
Remove & Appoint Directors 0.128** -0.006 0.138 0.233* 0.100* -0.038** 0.096 0.228*
Management & Board 0.057*** 0.040** 0.066*** 0.046** 0.052*** 0.034* 0.074*** 0.047**
M&A 0.139*** 0.117*** 0.098*** 0.071** 0.138*** 0.116*** 0.109*** 0.071**
Two objectives 0.080*** 0.037** 0.080*** 0.074*** 0.062*** 0.016 0.073** 0.061**
Divestures 0.051** 0.040** 0.056** 0.058*** 0.047** 0.036* 0.058** 0.053***
Other Governance 0.041 0.026 0.055** -0.014 0.037 0.021 0.050** -0.019
Capital -0.058 -0.054 -0.047 -0.042 -0.051 -0.050 -0.042 -0.028
Three objectives or more -0.014 -0.010 -0.001 0.035 -0.018 -0.014 0.005 0.032
Review Strategy 0.044 0.019 -0.012 -0.009 0.067 0.040 0.002 0.004
Payout Policy 0.100** 0.074* 0.086* 0.076* 0.105* 0.076* 0.093* 0.082*
Other Shareholder Max. -0.016 0.006 -0.042 -0.021 0.000 0.019 -0.031 -0.007
Remove & Appoint Directors 0.031 -0.159 -0.118 0.091 -0.008 -0.171 -0.161 0.058

Source: Authors

TABLE 12: SHORT-TERM STOCK RETURNS ACROSS PRIMARY CAMPAIGN TYPE

CAR BHAR

[-30;+30]

[-20;+20]

[-1;+1]

[-1;0]
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The abnormal return of M&A-focused campaigns over the [-20;+20] window ranging from 7.8% to 

10.7% across abnormal return models is consistent with previous studies that find abnormal returns 

of 8.43% over the same window (Becht et al., 2010). Campaigns concerning divestures are also pos-

itively received by the market, corresponding to the expectation of proceeds from such divestures 

being distributed to shareholders. Likewise, payout policy which involves return of cash to share-

holders via dividends or buybacks is significantly positively received by the market, especially over 

the [-30;+30] event window where the return is as high as 10.5% and 9.3% for the BHAR raw and 

CAPM abnormal returns, respectively. Campaigns relating to management and board, which typi-

cally implies a demand of removing and/or nominating board members, significantly drive positive 

return, however, not to the extent that the previously mentioned objectives do. 

Successful and partly successful campaigns generally exhibit the highest abnormal returns across 

models and event windows, however, with few exceptions (see appendix 14.7). Unsuccessful cam-

paigns consistently underperform across models and return measures immediately surrounding the 

announcement and up to the [-20;+20] window. Hence, we find partial support for the claims that the 

market ex ante is able to predict the success of a campaign.  

6.2.1.4 External Environment 

For the external environment, we assess cross-sectional differences in terms of time and institutional 

settings. As inferences from the cross-sectional split into countries becomes difficult because 12 of 

our 14 countries have sample sizes smaller than 30 observations (see appendix 14.8), we turn to the 

overall split into governance regimes. From table 13 it is evident that while most return measures 

across models perform significantly positively, targets in Anglo-American governance regimes have 

especially high returns at announcement. This relatively higher performance of the Anglo-American 

targets abates as the event window is increased, ultimately leading to a generally higher return for 

Scandinavian targets. The Anglo-American governance regime is comprised of the British and Irish 

targets in our sample that in a further decomposition by country (see appendix 14.8) show indication 

of the positive return primarily stemming from the British targets. This is in line with the theoretical 

aspects of the UK being a favorable legal jurisdiction to activism (Becht et al., 2010). 
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Addressing the yearly cross-sectional split, the year 2013 stands out for announcement day returns, 

with the highest abnormal return across models and return measures; however, for the 40-day and 60-

day window, results become inconclusive (see appendix 14.9). In general abnormal returns are higher 

in the most recent years of our sample (2011 and onwards), indicating a learning effect and maturity 

of the European market. Our sample shows negative raw and adjusted returns for 2008, yet accounting 

for only 0.8% of all observations (see figure 15), our overall abnormal returns are not largely affected 

by the inclusion of the campaigns launched in 2008, as Becht et al. (2010) found the financial crisis 

was for their findings. Using GDP growth as a lagging indicator of defining macro-economic condi-

tions provided a very small recession sub-sample. Hence, the leading overall market indicator will be 

used for the cross-sectional analyses. Interestingly, during times of recession, announcements exhibit 

higher abnormal returns when adjusting for risk than raw returns, indicating that activist targets per-

form remarkably better than the market during recession (see appendix 14.10, panel B). In the short 

term, announcements made in a period of economic growth generally exhibit larger raw returns across 

event windows. However, with variations in models it cannot be certainly concluded whether the 

abnormal returns are larger in periods of economic growth or recession. 

6.2.2 Synthesis of Short-Term Results 

The analyses performed over the short-term event windows showed indisputable results; targets of 

shareholder activism exhibit a significantly positive abnormal return following the announcement of 

a campaign. All returns were significant at the 1% level, hence, with 99% confidence the alternative 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Anglo-American 205 0.014*** 0.015*** 0.015*** 0.017*** 0.014*** 0.015*** 0.015*** 0.017***
French 72 0.005 0.005* 0.006* 0.007** 0.005 0.005* 0.006* 0.007**
German 68 0.007* 0.004 0.004 0.004 0.007* 0.004 0.004 0.004
Scandinavian 28 0.010 0.010 0.010 0.004 0.010 0.010 0.010 0.004
Anglo-American 0.024*** 0.024*** 0.025*** 0.026*** 0.024*** 0.024*** 0.025*** 0.027***
French 0.008** 0.007** 0.007** 0.008** 0.008** 0.007** 0.007** 0.007**
German 0.009** 0.006 0.006 0.008* 0.010** 0.007 0.006 0.008*
Scandinavian 0.012** 0.013** 0.010** 0.009** 0.011** 0.012** 0.010** 0.008**
Anglo-American 0.057*** 0.041*** 0.07*** 0.052*** 0.034*** 0.070*** 0.041*** 0.044***
French 0.035** 0.031** 0.033** 0.035** 0.030* 0.034** 0.041*** 0.041***
German 0.052*** 0.038*** 0.016 0.050*** 0.036*** 0.018 0.014 0.018
Scandinavian 0.041* 0.008 -0.006 0.042* 0.008 -0.003 0.021 0.014
Anglo-American 0.066*** 0.047*** 0.091*** 0.054*** 0.060*** 0.040** 0.097*** 0.052***
French 0.052** 0.037* 0.030 0.047** 0.052** 0.036* 0.036* 0.047**
German 0.060*** 0.039*** 0.007 0.016 0.056*** 0.034** 0.011 0.010
Scandinavian 0.089*** 0.049** 0.031 0.059* 0.088*** 0.045* 0.035 0.065*

Source: Authors

[-20;+20]

[-30;+30]

TABLE 13: SHORT-TERM STOCK RETURNS ACROSS GOVERNANCE REGIMES

CAR BHAR

[-1;0]

[-1;+1]
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hypothesis under H1 presented in section 5.3.1 is accepted. The cross-sectional analyses on firm size 

showed that smaller firms experience higher abnormal returns across all windows and models, sig-

nificant at least at the 10% level. Effects of activist characteristics on the target stock returns showed 

inconclusive results. Campaigns addressing M&A activity consistently induce significantly high, 

positive abnormal returns of the target company, while divestures, payout policy and management & 

board-centered campaigns follow suit, with slightly lower returns than the M&A ones. Targets in 

Anglo-American governance regimes perform well immediately surrounding the announcement; 

however, the return abates as the event window is increased, ultimately leading to a generally higher 

return to be reaped from Scandinavian targets.  

6.3 Long-Term Effects 

Together with previous empirical research and public opinion, the short-term analyses have piqued 

the interest to go beyond the short-term windows and examine whether the effect of activism may in 

fact manifest itself in the target’s stock returns for longer than 30 days post campaign announcement. 

A first look at such extension of the event window is presented in figure 17.  

 

With an event window of [-1+250], the figure shows that there are indeed traces of positive abnormal 

returns in the longer term, especially within the first 125 trading days post announcement. However, 

while the raw, CAPM, and FF returns are steadily increasing post announcement, the simple market-

adjusted abnormal returns seem to deteriorate, ultimately becoming negative around day 150. Hence, 
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a more comprehensive presentation of the results are found in table 14, summarizing the results of 

the statistical analyses tested on the total sample across the three long-term event windows. The re-

sults from the additional long-term event windows are included in appendix 16. 

From table 14 it is noticeable that as the length of the event window increases, the sample size de-

creases. However, the total sample is not below the statistical threshold of 30 observations, validating 

the power of the test statistics despite a drop in observations. Overall, the analyses show an over-

whelming majority of significant, positive returns across time horizon, models, and return measures; 

however, exceptions occur. Starting with the raw return, both CARs and BHARs are significantly 

positive for all three years. CARs seem to increase with time from a 7.3% return within the first year 

up to 14.0% at the end of the three-year window. Similarly, raw return BHARs increase throughout 

time, with a large increase between years two and three. 

The raw return is relevant for an investor because it provides a clear picture of how invested capital 

will grow; however, for an institutional investor it may be just as, if not more, relevant to consider 

what the return is, given other investment alternatives. As such, the simple market-adjusted return is 

an uncomplicated measure of whether the stocks on average beat the market. As is evident from both 

figure 17 and table 14, this is not the case for activist targets, since the market-adjusted return is 

negative starting after one year. However, only the market-adjusted two-year CARs, and two- and 

three-year BHARs show significance at least at the 10% level. Contrary to the market-adjusted returns 

but in line with the raw returns, both the CAPM and FF CARs and BHARs are significantly positive 

throughout the three-year window. The ambiguity across models will be discussed in section 8.1. The 

CAPM model shows the highest abnormal three-year BHAR of 198.5% compared to the CAPM 

Stock returns are reported as decimals on the measures: i) Raw, the unadjusted raw return ii) Mkt, the simple market model-adjusted abnormal return, iii) CAPM, the 
CAPM-adjusted abnormal return, and iv) FF, the Fama-French 5-factor-adjusted abnormal return. Aggregated returns over time are reported both as CAR and BHAR. 
Significance is indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively. 

Event Window Raw Mkt CAPM FF Raw Mkt CAPM FF
Mean 0.073*** 0.000 0.131*** 0.025 0.080*** -0.002 0.331*** 0.090**
Median 0.106 0.018 0.121 0.021 0.064 -0.024 0.060 -0.011
Std. dev. 0.409 0.369 0.716 0.532 0.415 0.354 0.971 0.631
N 286 309 277 254 286 309 277 254
Mean 0.077** -0.048* 0.267*** 0.013 0.088** -0.052** 1.070*** 0.368***
Median 0.123 0.026 0.224 -0.011 0.031 -0.082 0.138 -0.120
Std. dev. 0.598 0.555 1.466 0.977 0.575 0.459 3.330 1.864
N 231 249 224 205 231 249 224 205
Mean 0.140*** -0.043 0.600*** 0.029 0.110** -0.078** 1.985*** 0.723***
Median 0.240 0.027 0.742 -0.012 0.065 -0.112 0.706 -0.154
Std. dev. 0.661 0.646 2.531 1.320 0.678 0.526 3.677 3.738
N 185 196 178 166 185 196 176 166

Source: Authors

[-1;+500]

[-1;+750]

TABLE 14: OVERALL LONG-TERM STOCK RETURNS

CAR BHAR

[-1;+250]
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three-year CAR of 60.0%. These numbers may seem extreme; however, one must keep in mind that 

this is the abnormal return earned relative to the company’s own previous performance, and that the 

median is far lower. Additionally, with a fraction of the sample clustered around recent years, the 

negative risk-free rates affect the CAPM results positively. A more elaborate discussion about the 

impact of estimation windows on the CAPM and FF results will be made in section 8.1 as well. For 

both the CAPM and FF models, the BHARs are higher than the CARs as expected given the properties 

of the measures presented in section 5.2.1.2.  

Considering the volatility of the returns, they increase with time as expected, as more daily returns 

are included. The CAPM BHAR, which shows the highest return over the three-year period, has a 

standard deviation of 367.7%, which makes sense given the high mean. However, the FF BHAR has 

the highest volatility of all, at 373.8%, despite the lower abnormal return of 72.3% relative to the 

CAPM BHAR. This indicates higher risk on average associated with the FF abnormal returns that is 

uncompensated for in the return. The higher standard deviation than mean and larger mean than me-

dian, indicates that the data is highly positively skewed, which is also what is to be expected from the 

properties of the BHAR measure.  

6.3.1 Cross-Sectional Analyses 

A further decomposition of the long-term evidence is performed across different characteristics of 

which the most relevant ones are interpreted in this section. Supporting and additional cross-sectional 

decompositions are elaborated on briefly and their results summarized in appendix 17.  

6.3.1.1 Target 

Whereas the small-cap targets clearly exhibited the largest returns in the short term, the long-term 

results show that up until the first 18 months, the small firms generate the highest returns, but for the 

two- and three-year horizons, size does not explain the variation in returns (see appendix 17.1). Con-

sidering the industry of the target company as presented in table 15, Industrials, and Consumer Ser-

vices, and Technology firms generate the highest raw returns across the three-year horizon. However, 

when adjusting for risk, industries such as Financials and Basic Materials exhibit FF BHARs as high 

as 104.9% and 184.1% for the three-year window, respectively, yet due to small sample sizes results 

are insignificant. Oil & Gas firms seem to perform poorly across event windows, and Consumer 

Goods seem to perform poorly within the first two years post announcement as well. Explanations 
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for the different market reactions to targets in different industries may be a question of the improve-

ment potential of the individual target in comparison to industry standards, as well as market confi-

dence that the activist is the actor to catalyze these improvements. 

 

The cross-sectional analyses of how different operational quartiles of the sample perform are relevant 

in the long term to provide a picture of whether the positive returns are driven by the stock market’s 

reaction to operational improvements. Examining the development in net income presented in table 

16, panel A, the third and fourth quartiles, i.e. companies with the highest net income growth, drive 

the positive performance for the first year. Interestingly, for the two- and three-year windows, it seems 

to be the second and first quartiles, respectively, that most consistently drive positive returns. Con-

sidering that both of these quartiles exhibit negative net income during all periods this is somewhat 

surprising; however, in terms of abnormal returns, there is logic in third and fourth quartile companies 

not generating abnormal returns due to the general attractiveness of these stocks. Panel B shows the 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Financials 72 0.090** 0.012 0.099 0.023 0.080** -0.004 0.418*** 0.056
Consumer Services 66 0.110*** 0.029 0.264*** 0.118** 0.103** 0.019 0.470*** 0.178**
Industrials 53 0.197*** 0.102** 0.244*** 0.011 0.227*** 0.107** 0.409*** 0.076
Consumer Goods 25 -0.007 -0.044 -0.089 -0.106 -0.001 -0.052 0.124 -0.078
Oil & Gas 23 -0.264* -0.268** -0.033 -0.221 -0.137 -0.166* 0.118 0.034
Basic Materials 9 -0.175 -0.240*** -0.328* -0.098 -0.199** -0.269*** -0.246* -0.064
Technology 16 0.235*** 0.180*** -0.016 0.130 0.202*** 0.142** 0.031 0.195
Health Care 15 0.022 -0.093 0.220* 0.203* -0.024 -0.129* 0.262 0.253
Utilities 2 0.037 -0.065 0.578 0.201 -0.015 -0.074 0.752 0.184
Telecommunications 5 0.100 0.084 0.307** 0.101 0.060 0.075 0.357** 0.109
Financials 62 0.091 -0.061 0.155 0.052 0.106* -0.061 1.198*** 0.390*
Consumer Services 54 0.183*** 0.043 0.586*** 0.245** 0.221*** 0.053 1.271*** 0.584***
Industrials 39 0.217** 0.101* 0.494*** -0.201* 0.226** 0.074 1.689** -0.070
Consumer Goods 17 -0.073 -0.021 -0.152 -0.398** -0.072 -0.074 0.591 -0.305***
Oil & Gas 20 -0.552*** -0.607*** -0.113 -0.428 -0.425*** -0.445*** 0.207 0.554
Basic Materials 8 0.218 0.067 0.208 0.537 -0.006 -0.171* 0.291 0.676*
Technology 15 0.254*** 0.102* -0.255 0.042 0.164** 0.025 0.116 0.323
Health Care 10 -0.087 -0.339** 0.238 0.166 -0.117 -0.335*** 1.001 1.022
Utilities 1 0.368 0.032 1.994 0.615 0.318 -0.028 5.758 0.700
Telecommunications 5 0.223 0.147 0.586** 0.557 0.218 0.156 0.879** 0.897
Financials 55 0.125 -0.113 0.399 0.052 0.087* -0.142 2.720*** 1.049*
Consumer Services 42 0.279*** 0.080 1.204*** 0.305** 0.337*** 0.084 2.436*** 0.894***
Industrials 31 0.207** 0.003* 0.407*** -0.372* 0.098** -0.081 0.953** -0.120
Consumer Goods 15 0.172 0.113 0.615 -0.305** 0.089 0.035 1.860 -0.09***
Oil & Gas 15 -0.483*** -0.576*** 0.402 -0.441 -0.535*** -0.528*** 1.080 1.780
Basic Materials 5 0.224 0.162 0.516 1.094 0.285 -0.062* 2.029 1.841*
Technology 10 0.256*** 0.092* -0.700 0.148 0.143** 0.018 1.390 0.858
Health Care 9 0.042 -0.171** 1.136 0.415 0.069 -0.160*** 1.130 0.118
Utilities 0 - - - - - - - -
Telecommunications 3 0.503 0.417 0.899** 0.659 0.513 0.395 1.745** 1.091

Source: Authors

[-1;+750]

TABLE 15: LONG-TERM STOCK RETURNS ACROSS INDUSTRY

CAR BHAR

[-1;+250]

[-1;+500]
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development in profitability. The first year, companies that exhibit above-average profitability 

growth show higher raw and abnormal returns, whereas companies that fail to improve profitability 

are punished by the market. For the two- and three-year horizon, findings are in general inconclusive, 

indicating that other confounding events may be affecting returns. 

 

As established in section 6.1.2, the total sample experiences an increase in dividends paid to share-

holders on average, while as seen in table 17, the first and second quartiles exhibit negative dividend 

growth. This implies that the third and fourth quartiles drive the overall dividend growth. As seen in 

table 17, the top two quartiles are driving the most positive returns for the three-year window. This 

is interesting because the market incorporates expectations of future dividends and/or performance 

into the price at a higher value than the actual dividend paid, leading to a net increase in the price. 

However, from the notion that activists only propose feasible demands, this is less surprising as return 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Panel A: Net Income Development

Event Window N Quartile Raw Mkt CAPM FF Raw Mkt CAPM FF
1st Quartile 56 -1.5 -0.051 -0.121** 0.033 -0.046 -0.015 -0.099** 0.200** 0.046
2nd Quartile 55 -0.3 0.100** 0.042 0.027 -0.018 0.079** 0.016 0.127* -0.017
3rd Quartile 56 0.3 0.088** 0.004 0.137* 0.010 0.105** 0.020 0.349*** 0.072
4th Quartile 56 114.0 0.154*** 0.062 0.038 0.038 0.153** 0.056 0.168** 0.074
1st Quartile 38 -1.5 -0.008 -0.041 -0.088 0.070 0.042 -0.009 0.097** 0.132*
2nd Quartile 39 -0.3 0.074* 0.043 0.021 0.001 0.074 0.039 0.315*** 0.057*
3rd Quartile 39 0.6 0.067* 0.004 0.035 -0.083 0.086* 0.015 0.105** -0.044
4th Quartile 38 25.5 0.129*** 0.048** -0.019 -0.017 0.116*** 0.031 -0.024* -0.005
1st Quartile 31 -1.0 0.175* 0.087 0.064 0.270*** 0.242 0.121 0.294*** 0.336**
2nd Quartile 31 -0.2 0.160*** 0.111 -0.078 -0.076*** 0.173** 0.112 -0.011* -0.054
3rd Quartile 30 0.7 0.013*** -0.003 -0.296 -0.169 -0.009 -0.032 -0.116** -0.125
4th Quartile 30 10.5 -0.014*** -0.114 0.027** -0.007** 0.024** -0.079 0.202*** 0.064*

Panel B: Profitability Development

Event Window N Quartile Raw Mkt CAPM FF Raw Mkt CAPM FF
1st Quartile 52 -1.6 -0.017 -0.094** -0.001 -0.014 0.006 -0.087** 0.118* 0.061
2nd Quartile 54 -0.4 0.090** 0.034 0.118* -0.066 0.074* 0.013 0.236** -0.048
3rd Quartile 53 0.2 0.098** 0.014 0.009 -0.036 0.091** 0.008 0.295** 0.002
4th Quartile 53 81.8 0.178*** 0.088** 0.042 0.031 0.185*** 0.09* 0.125* 0.035
1st Quartile 37 -1.5 0.000 -0.036 -0.134 0.020 0.051 -0.004 0.023** 0.059
2nd Quartile 35 -0.3 0.121** 0.095 0.051 0.069 0.098 0.066 0.280** 0.098*
3rd Quartile 36 0.3 0.062** 0.028 0.027* -0.121 0.063** 0.028 0.104** -0.092
4th Quartile 36 58.3 0.198*** 0.094*** -0.051 -0.034 0.197*** 0.084** -0.036 -0.001
1st Quartile 29 -1.1 0.169** 0.080 -0.007 0.254** 0.237 0.116 0.133*** 0.309*
2nd Quartile 35 -0.2 0.105** 0.076 -0.078 -0.091** 0.128 0.082 -0.007** -0.060
3rd Quartile 36 0.6 0.013*** -0.014*** -0.182 -0.150 0.009*** -0.024** 0.161** -0.125
4th Quartile 36 21.6 0.166 0.064* -0.126*** -0.049 0.145 0.041*** -0.109*** -0.024*

Source: Authors

CAR BHAR

[-1;+250]

[-1;+500]

[-1;+750]

[-1,+750]

TABLE 16: LONG-TERM STOCK RETURNS ACROSS NET OPERATIONAL QUARTILES

CAR BHAR

[-1;+250]

[-1;+500]
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of cash to shareholders via dividends often is a successful activist demand. In general, however, sam-

ple sizes are small relative to the overall due to data unavailability. Hence, making inferences from 

the operational cross-sectional analyses is generally impeded and prone to biases, as the results are 

based solely on the targets for which data was available, as addressed in section 5.2.2.  

 

Operational cross-sectional analyses on ROA show that for the one-year horizon, the stocks generat-

ing the largest raw and market-adjusted returns are the targets showing the largest improvements in 

ROA. Yet, as the time horizon increases, ROA is not a determinant of the variation in returns and it 

is actually found that the best ROA improvers (the third and fourth quartiles) exhibit negative abnor-

mal returns across models and return measures for the three-year window (see appendix 17.2). For 

Tobin’s Q, this picture is repeated with third and fourth quartile companies exhibiting negative ab-

normal returns for the three-year window. However, for the one and two-year windows, fourth quar-

tile companies consistently have the largest positive abnormal returns across all models and return 

measures, indicating that in the three-year window there may be other confounding events affecting 

performance (see appendix 17.3). Furthermore, growth in EBITDA, sales, and gross-margin show no 

clear causation with long-term returns (see appendices 17.4, 17.5, 17.7). The growth in leverage ratio 

shows that for raw returns lower leverage ratios leads to higher returns, yet for market-, CAPM-, and 

FF-adjusted returns, leverage is not explanatory for the variation in returns (see appendix 17.6). 

6.3.1.2 Activist 

As was the case for short-term results, the variations in returns across activist identities are ambigu-

ous, with the results being largely affected by the fact that the split of identity leads to very small sub-

sample sizes (see appendix 17.8). Yet again, hedge funds do not generate the largest abnormal returns 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Quartile Raw Mkt CAPM FF Raw Mkt CAPM FF
1st Quartile 29 -0.2 0.116*** 0.056* 0.119* 0.143* 0.089** 0.027 0.171** 0.200**
2nd Quartile 28 0.1 -0.119** -0.168*** -0.180 -0.056 -0.12** -0.164*** -0.049 -0.062
3rd Quartile 28 0.3 0.147*** 0.071* -0.007 -0.057 0.154*** 0.073* 0.158 -0.031
4th Quartile 28 18.6 0.189*** 0.117*** 0.102 -0.058 0.195*** 0.106** 0.372* -0.016
1st Quartile 20 -0.2 0.072* 0.049 0.068 0.098* 0.071 0.039 0.121** 0.150**
2nd Quartile 20 0.1 -0.035 -0.112* -0.246 0.007 -0.058 -0.124** -0.104 -0.006
3rd Quartile 20 0.5 0.117* 0.085 0.106 -0.050* 0.114 0.083 0.144* -0.025
4th Quartile 20 10.3 0.225*** 0.108*** -0.009 0.072 0.226*** 0.094** 0.213 0.074
1st Quartile 16 -0.3 0.099*** 0.005* -0.053 0.063 0.108** 0.002 0.085** 0.150**
2nd Quartile 16 0.1 0.033*** -0.013 -0.218 0.044** 0.027** -0.025 -0.036** 0.044**
3rd Quartile 16 1.2 0.134*** 0.059* 0.009 0.007 0.118** 0.046 0.052* 0.013
4th Quartile 16 22.0 0.177*** 0.065** 0.026 0.055* 0.166*** 0.054** 0.277* 0.044**

Source: Authors

TABLE 17: LONG-TERM STOCK RETURNS ACROSS DIVIDEND GROWTH QUARTILES

[-1;+250]

[-1;+500]

[-1;+750]

CAR BHAR
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as hypothesized, especially for the two and three-year period. As appears from table 18, inferences 

about the reputation of the activist are model-dependent, with the raw and market-adjusted returns, 

being higher for reputable activists in contrast to the CAPM and FF where non-reputable activists 

exhibit the highest returns. In terms of significance, however, only the raw returns show higher pos-

itive and significant returns for reputable activists than non-reputable ones. This supports the view 

that the market has greater confidence in a reputable activist’s ability to increase shareholder value. 

In stark contrast, there seems to be higher abnormal returns to reap from taking positions in companies 

targeted by non-reputable activists following the positive abnormal returns for both CAPM and FF 

CARs and BHARs, all significant at the 1% level.   

 

Considering the origin of the activist, the cross-sectional analysis is worth highlighting due to the 

advantage of domestic activism described in section 4.4.2. Presented in table 19, the two- and three-

year CARs are higher for companies targeted by European activists than North American ones, which 

is the second largest sub-sample, across models, showing some support for the domestic advantage. 

 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
No reputation 198 0.061** -0.014 0.205*** 0.048 0.072** -0.012 0.441*** 0.127***
Reputation 88 0.102*** 0.033 -0.038 -0.026 0.097*** 0.020 0.082* 0.008
No reputation 157 0.050 -0.084** 0.452*** 0.063 0.075* -0.077** 1.357*** 0.422***
Reputation 74 0.136*** 0.030 -0.133 -0.092 0.116** 0.001 0.450*** 0.252
No reputation 123 0.109 -0.074** 1.010*** 0.060 0.085* -0.111** 2.431*** 0.685***
Reputation 62 0.202*** 0.017 -0.229 -0.034 0.158** -0.012 1.102*** 0.802

Source: Authors

[-1;+500]

[-1;+750]

TABLE 18: LONG-TERM STOCK RETURNS ACROSS ACTIVIST REPUTATION

CAR BHAR

[-1;+250]

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Europe 180 0.072** -0.003 0.126*** 0.033 0.082*** -0.002 0.319*** 0.093**
North America 93 0.083** 0.018 0.117* 0.025 0.085** 0.012 0.337*** 0.108*
Other 8 -0.022 -0.101 0.269 -0.163 -0.038 -0.105 0.457* -0.147*
Asia 5 0.107 -0.040 0.362* -0.045 0.082 -0.071 0.465* -0.084
Europe 142 0.101** -0.031 0.315*** 0.060 0.146*** -0.010 0.967*** 0.383***
North America 82 0.056 -0.057* 0.156 -0.062 0.008 -0.109*** 1.217** 0.372*
Other 5 0.000 -0.240 0.493 -0.181 -0.040 -0.228* 1.903 -0.129
Asia 2 -0.497** -0.317 0.400 -0.516 -0.498*** -0.256 0.776 -0.484
Europe 119 0.158** -0.013 0.694*** 0.089 0.152*** -0.034 1.871*** 0.554***
North America 62 0.114 -0.093* 0.337 -0.067 0.030 -0.157*** 2.196** 1.114*
Other 3 0.383 0.206 2.322 -0.048 0.380 0.143* 4.346 0.146
Asia 1 -1.100** -1.154 -1.305 -1.158 -0.778*** -0.780 -0.810 -0.783

Source: Authors

[-1;+750]

TABLE 19: LONG-TERM STOCK RETURNS ACROSS ACTIVIST ORIGIN

CAR BHAR

[-1;+250]

[-1;+500]
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Additional significance tests were performed testing whether the Europe sub-sample mean was larger 

than the North American one across time horizons and models. The results, which are summarized in 

appendix 18, showed significance at the 5% level for the simple market-adjusted BHAR in the two- 

and three-year window, as well as the two-year raw BHAR. This shows partial support for the hy-

pothesis that domestic activists are more positively received by the market. As was the case for the 

short-term analyses, we find no clear support for the wolf pack effect in the long term, with the 

CAPM-model indicating that three-year abnormal returns are higher when activists do not form into 

wolf packs and the FF model indicating the opposite (see appendix 17.9). 

6.3.1.3 Campaign 

The ambiguous results of the cross-sectional analysis of the campaign objectives are presented in 

table 20. An important observation is that a majority of the sub-sample sizes fall well below the 30-

observation threshold required to validate the test statistics. Hence, due to the unreliability of the test 

statistics, the reported significance levels should be interpreted accordingly. Considering the returns, 

one thing that stands out is the performance of campaigns targeting governance and strategy changes. 

Within the first year post announcement, companies involved in governance and strategy-focused 

campaigns perform positively across all models and return measures. As such, the CAPM BHAR 

shows as high as an 85% abnormal return after one year. Campaigns targeting shareholder maximi-

zation in general also exhibit large positive returns within the first year, however, only significant for 

the raw and simple market-adjusted CARs and the raw BHARs, which is also apparent when splitting 

up the sample based on primary campaign type and demands (see appendices 17.10 and 17.11). ‘Gov-

ernance & Strategy’ maintains high positive returns for years two and three with just one exception, 

i.e. the three-year simple-market adjusted BHAR. Considering that other literature has examined the 

role of governance-related campaigns, another relevant point is that campaigns solely demanding 

governance changes such as removal and/or appointment of board members follow the trend of re-

turns for the total sample, but are less significant and generating low returns compared to the other 

sub-samples. The fact that governance campaigns follow the overall direction of returns, yet not as 

significantly and far below other sub-samples indicates that the significance of the overall returns are 

driven by other types of campaigns, such as those targeting both governance and strategy. 



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 81 

 

Although previous research finds that success explains the variation in abnormal returns, especially 

when the outcome of a campaign is announced, we do not find any clear indication that the long-term 

raw and abnormal returns are affected by the success of the campaign (see appendix 17.12). 

6.3.1.4 External Environment 

The effect of governance regimes on returns is unclear in the long term, and consequently does not 

follow the somewhat clearer picture of the short-term cross-sectional analysis (see table 21). Both 

CAR and BHAR raw returns are the most positive and significant for the French and German gov-

ernance regimes across the three event horizons, exhibiting returns as high as 30.4% for the three-

year CAR. The simple market-adjusted returns show positive CARs and BHARs for the German 

regime for the first year only and for the French regime for all three years. This is in contrast to the 

negative simple market-adjusted returns of the other regimes and even more so almost diametrically 

opposed to the results of the CAPM and FF abnormal CARs that show negative abnormal returns to 

the French and German governance regimes yet positive returns to the Anglo-American one. For the 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Governance 149 0.038 -0.024 0.190*** 0.001 0.044 -0.026 0.398*** 0.071
Finance 87 0.081** 0.002 0.011 -0.002 0.095** 0.005 0.197** 0.037
Governance & Finance 19 0.107* 0.007 -0.098 0.027 0.066 -0.030 0.083 0.035
Governance & Strategy 12 0.334** 0.210* 0.609*** 0.500** 0.376** 0.222 0.85*** 0.757**
Strategy 9 0.087 0.004 -0.001 0.057 0.095 0.010 0.025 0.104
Other 4 0.324* 0.155* 0.161 0.058 0.355* 0.136 0.361 0.330
Finance & Strategy 3 -0.005 -0.070 0.507 0.080 -0.025 -0.087 1.340 0.194
Gov. & Fin. & Strat. 2 -0.022 0.250** 0.288 -0.006 -0.044 0.247* 0.322 -0.025
Governance & Other 1 0.184 0.023 0.532 -0.033 0.164 0.008 0.675 -0.049
Governance 117 0.031 -0.096** 0.532*** -0.003 0.052 -0.088** 1.190*** 0.410**
Finance 72 0.087* -0.039 -0.120 -0.101 0.110** -0.035 1.048** 0.273
Governance & Finance 16 0.044 -0.063 -0.401 0.051 0.021 -0.083 0.231 0.115
Governance & Strategy 10 0.356** 0.223 0.885*** 0.774*** 0.236 0.074 1.165** 1.103**
Strategy 8 0.221** 0.131 0.323 0.185 0.214* 0.100 0.757 0.249
Other 3 0.420 0.244 0.169 0.013 0.446 0.205 1.060 0.759
Finance & Strategy 2 -0.165* -0.235* 0.071 - -0.182* -0.240** 1.322 -
Gov. & Fin. & Strat. 2 0.370* 0.370*** 1.022 0.159 0.336 0.333* 2.058 0.092
Governance & Other 1 0.244 -0.096 0.916 -0.379 0.210 -0.119 1.423 -0.339
Governance 90 0.073 -0.092** 1.185*** 0.036 0.058 -0.109** 2.435*** 0.642**
Finance 57 0.208* -0.005 -0.277 -0.118 0.185** -0.047 1.286** 0.946
Governance & Finance 16 0.095 -0.079 -0.163 0.123 0.034 -0.119 1.329 0.273
Governance & Strategy 9 0.282** 0.141 1.676*** 1.073*** 0.084 -0.037 3.257** 1.721**
Strategy 8 0.243** 0.101 0.733 0.127 0.237* 0.076 1.972 0.334
Other 3 0.431 0.231 0.320 -2.667 0.438 0.167 2.970 -0.948
Finance & Strategy 0 - - - - - - - -
Gov. & Fin. & Strat. 1 0.393* -0.238*** 0.675 0.448 0.284 -0.250* 0.711 0.333
Governance & Other 1 -0.184 -0.650 0.807 -1.063 -0.242 -0.512 1.097 -0.678

Source: Authors

[-1;+750]

TABLE 20: LONG-TERM STOCK RETURNS ACROSS OVERALL OBJECTIVE

CAR BHAR

[-1;+250]

[-1;+500]
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BHARs, the CAPM show greater, significant abnormal returns for Anglo-American regimes, yet also 

positive returns to all three of the other governance regimes, significant at the 5% level for the French 

regime. The FF BHARs show higher positive returns to the French regimes for the three-year horizon, 

but insignificantly so. For the three-year FF BHARs, only the Anglo-American one is significantly 

positive. In summary, a clear pattern of whether certain governance regimes drive positive returns is 

missing. Possible explanations for this are discussed in section 8.1. The country-specific split is like-

wise ambiguous and can be viewed in appendix 17.13. 

 

As table 22 surprisingly illustrates, the campaigns which are announced during a recession (as defined 

by a leading indicator) remarkably outperform the market and outperform the campaigns announced 

in a period of economic growth, for raw, market, and FF-adjusted returns and for both CAR and 

BHAR return measures. Hence, the findings are more clear in the long term relative to the short term. 

This may be explained by the fact that large upside potential exists in the long term for the campaigns 

invested in during a recession, as they may be even more undervalued. Results from the yearly cross-

sectional analyses show yet again that campaigns in 2008 perform well in the long term; however, 

there is no clear indication that the exact year is explanatory for variations in performance, rather, the 

macro periods show the most interesting evidence (see appendix 17.14). 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Anglo-American 159 0.052* -0.012 0.280*** 0.049 0.071** -0.007 0.533*** 0.142**
French 57 0.103*** 0.028 -0.038 0.009 0.088** 0.008 0.095 0.047
German 46 0.096** 0.023 -0.095 -0.032 0.082** 0.014 0.072 -0.007
Scandinavian 24 0.101 -0.036 -0.065 0.017 0.111* -0.029 -0.019 0.050
Anglo-American 126 0.018 -0.082* 0.648*** 0.083 0.038 -0.075** 1.672*** 0.498***
French 49 0.182*** 0.076** -0.240 -0.013 0.176** 0.035 0.168 0.449
German 35 0.119** -0.067 -0.310 -0.169* 0.114* -0.063 0.531** -0.054
Scandinavian 21 0.119 -0.104 0.006 -0.022 0.135* -0.101* 0.250 0.181
Anglo-American 100 0.069 -0.083* 1.471*** 0.065 0.058 -0.108** 3.138*** 0.714***
French 39 0.304*** 0.131** -0.473 0.123 0.285** 0.088 0.465 1.435
German 29 0.175** -0.089 -0.763 -0.341* 0.057* -0.171 0.742** -0.076
Scandinavian 17 0.122 -0.123 -0.065 0.279 0.104* -0.116* 0.498 0.661

Source: Authors

[-1;+500]

[-1;+750]

TABLE 21: LONG-TERM STOCK RETURNS ACROSS GOVERNANCE REGIMES

CAR BHAR

[-1;+250]
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6.3.2 Synthesis of Long-Term Results 

Overall, the results of the analysis show support of long-term returns of activist targets, however, 

contingent upon measure. Hence, there is partial support for the alternative hypothesis under H2 that 

targets exhibit significantly positive abnormal returns, namely for the raw and CAPM CARs and 

BHARs as well as the Fama-French BHARs across all three years, but not for the simple market-

adjusted returns, nor the Fama-French CARs. The cross-sectional analyses showed that dividend 

growth drives positive stock returns, which is consistent with one of the main purposes of activism. 

The effect of the activist’s reputation is contingent on the model applied, with the raw and simple 

market-adjusted returns showing that reputable activists drive higher returns, whereas for the CAPM 

and Fama-French abnormal returns, it is the non-reputable ones. Strategy-oriented campaigns both in 

isolation and mixed with governance-related demands especially impose higher returns on the targets, 

as well as campaigns seeking to maximize shareholder value in general. However, the ability to test 

these results for significance is impeded by the low sample sizes. The results from the cross-sectional 

analysis across governance regimes are highly model-dependent, thus, inconclusive. Interestingly, 

campaigns launched in recessions perform very well. The findings of long-term performance of ac-

tivist targets testify to the sensitivity of results to different methodological approaches, of which a 

discussion follows in section 8.1. 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.
Growth and Recession period are determined by use of STOXX600 returns as leading indicator

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Growth 244 0.050** -0.014 0.139*** -0.002 0.056** -0.015 0.317*** 0.062*
Recession 42 0.212*** 0.090** 0.080 0.167** 0.214*** 0.075* 0.415*** 0.238**
Growth 189 0.028 -0.079** 0.326*** -0.031 0.031 -0.082*** 1.036*** 0.213**
Recession 42 0.301*** 0.102* -0.017 0.194 0.343*** 0.095 1.231** 1.007**
Growth 143 0.084 -0.077** 0.775*** -0.051 0.025 -0.120*** 1.984*** 0.390**
Recession 42 0.330*** 0.080* -0.026 0.280 0.399*** 0.078 1.991** 1.774**

Source: Authors

[-1;+750]

TABLE 22: LONG-TERM STOCK RETURNS ACROSS MACRO CONDITIONS

CAR BHAR

[-1;+250]

[-1;+500]
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7 Shadow Portfolio 

Having identified a positive abnormal return for activist campaigns in Europe in the short and long 

term and uncovered some of the drivers behind this performance in part I, this section initiates part 

II and builds upon these findings by proposing a shadow portfolio investment strategy; a portfolio 

managed by an equity fund that shadows the securities targeted by shareholder activists. Fundamen-

tally, the idea is to create a portfolio with the same equity exposure but without the constraints and 

costs that an activist faces. Brav et al. (2008b) appear to be the only previous scholars who created 

an activist fund index of targets, comparing it to the performance of the S&P 500; however, this was 

done from the notion of portraying returns simplistically, and not for real life applications, as the goal 

is for this section. Yet, multiple scholars have applied the CTP approach which has resemblance to 

the investors’ investment experience (Bebchuk et al., 2015; Becht et al., 2017; Boyson & Mooradian, 

2011). Contrary to the theoretical purpose of the CTPs, part II of this thesis seeks to draw meaningful 

real-life implications for portfolio managers by integrating realistic assumptions in the portfolio de-

sign. The considerations behind creating a shadow portfolio are laid forth in the next section, as well 

as the reflections behind creating more actively managed portfolios, involving stock picking based 

on the cross-sectional analyses in the section 6.3.1. Following this, the results of the back-tested port-

folios are analyzed before moving on to the overall discussion and implications of this research.  

7.1 Portfolio Construction and Simulation 

The shadow portfolios are created from the idea that a portfolio manager can screen for the announce-

ment of campaigns along with certain characteristics of the individual campaigns. This enables in-

vestment in all activist targets as well as decomposition of the overall shadow portfolio into more 

granular portfolios. Moreover, it is assumed that the activist equity fund is set up for investors, who 

would normally invest in a managed equity fund, i.e. the portfolios are set up following the risk profile 

and investment horizons of these. The shadow portfolios created for this research only seek to draw 

inferences from the sample applied in part I of the study, although a portfolio manager running an 

equity fund would potentially seek to diversify in terms of for instance geographies by also including 

American targets of activism. Furthermore, only publicly disclosed positions can be replicated by a 

portfolio manager. Therefore, it is not possible to mirror shareholder activist positions in Europe 

completely, as it is not possible to gain information on private campaigns nor on the private alterations 

made in the position held in an individual campaign.  



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 85 

7.1.1 Portfolio Design 

To be able to apply the portfolio model on historical data (ex post) for future investment opportunities, 

a set of rules and guidelines need to be set up. This section outlines the choices made for the overall 

shadow portfolio in regard to i) simplicity, ii) real-life application, and iii) work by previous scholars. 

Investment and Diversification: An initial investment of EUR 100M will be allocated to each of the 

different portfolios created, following the range of other actively managed equity-portfolios 

(Financial Conduct Authority, 2016). The portfolio will be equally weighted with a cap of 10% for 

each individual position, following regulation from the European Union of equity funds (The 

European Parliament, 2009). Indices tracking hedge funds and activists have liquidity criteria, such 

as a minimum free float market capitalization (AlphaClone, 2016; Natixis, 2018). Hence, companies 

with a free float market capitalization below EUR 100 million, representing the first quartile of our 

sample, are removed, ensuring that the largest position taken in a firm, i.e. 10%, is feasible in terms 

of the speed of entering campaigns as well as minimizing costs that would arise when selling less 

liquid assets. This follows STOXX’s Activist Index cutoff of USD 250 million and AlphaClone’s 

Hedge Fund Masters Index cutoff of USD 100 million (AlphaClone, 2016; STOXX, 2018). 

Sample and Time Horizon: Although this research studies campaigns from 1998 to 2017, the shadow 

portfolio simulation will run from 2006 to 2017, due to our assets under management (AUM) em-

ployment requirement. We require at least 50% of AUM to be employed in the portfolio at its com-

mencement in order for it to i) truly be a shadow activist investment strategy rather than a majority 

market investment, and ii) reflect the market faced by a future shadow activist, where the surge in 

European targets has ensured a plethora of campaigns, inactivating the 10% liquidity cap. The 50% 

of AUM requirement combined with the 10% liquidity cap translates into a requirement of at least 

five overlapping campaigns. The first time this asserts itself in our sample after having excluded 

small-cap targets is in 2007, which dictates the time period of 2006 to 2017 for the shadow portfolios, 

because the first campaign from the 2007 overlap is launched on 17.08.2006. Ultimately, this leads 

to a total sample of 277 campaigns included in the shadow portfolios. This also implies that at the 

inception date of the fund, only 50% of the initial investment will be employed in activist campaigns, 

with the remaining capital invested in the STOXX Europe 600 index. As new campaigns enter the 

portfolio, we reach a full employment of AUM on 07.06.2007 (see figure 18, panel  B)6. As campaign 

                                                 
6 For capital allocation graphs for the three remaining holding periods see appendix 19 
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investments are exited, the number of campaigns may fall below 10; however, the 10% liquidity cap 

will still be upheld. The cutoff of 17.08.2006 will bias the portfolio to the newest campaigns, yet also 

hold higher explanatory power if periods to come exhibit the same characteristics as the most recent 

time periods. Requiring a minimum of 10 campaigns is likely for future investors, as we see an an-

nouncement of 73 campaigns in 2017 on the European market (see figure 15 in section 6.1).  

 
Holding Period, Entry & Exit Timing: As the short-term analyses established, targets exhibit high 

valuation effects from the announcement of an activist campaign, especially immediately surrounding 

the announcement, i.e. for the [-1;+1] window (see figure 16 in section 6.2). However, the entry of 

an activist is unlikely to be observed by a shadow activist ex ante, i.e. at day -1 or earlier. Hence, 

despite its empirical attractiveness, we create portfolios where a shadow activist enters at the closing 

price on day 0, mimicking a realistic return of the shadowing strategy, as the first-day returns will not 

be captured. A simulation could also be run with entry two to three weeks post announcement, thereby 

including the due diligence a shadow activist would do on the individual campaign and investment 

thesis. However, we seek to create a semi-passive portfolio in which an investment is executed im-

mediately upon receipt of campaign news, thereby minimizing costs. Moreover, activists often share 

their investment thesis behind the campaign, minimizing the time an equity fund has to put into the 

evaluation of their investment (Johansson, 2018). To analyze which shadow portfolio investment 
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strategy yields the highest return, positions will be exited with four different time horizons; i) 125 

(six months), ii) 250 (one year), iii) 500 (two years), and iv) 750 trading days (three years) post 

announcement. When a campaign is exited, the capital is invested in the STOXX Europe 600 index 

until a new campaign investment opportunity appears. For all ongoing campaign investments on 

29.12.2017, an exit will be performed at that day’s closing price. 

Prices and Returns: All prices are based on the closing price of the respective stocks and denominated 

in euros to ensure comparability of the magnitude of returns and comparability to benchmarks. The 

stock prices were downloaded in their national currencies and the euro price was calculated from the 

historical exchange rates (European Central Bank, 2018). The foreign exchange market can have a 

large influence on portfolio returns, yet we will not hedge the positions to reduce exposure to currency 

risk. 

Rebalancing: To induce a simple model, only long positions are allowed in the portfolios, which is 

also supported by Krishnan et al. (2016), who find that the use of derivatives in hedge fund activism 

has become relatively uncommon. Upon announcement of a new campaign, capital is firstly pulled 

out of the reinvested capital in the STOXX Europe 600 index. However, if no surplus funds are avail-

able from the market position, an equal absolute amount will be drawn from each stock position. An 

equally-weighted position for the new campaign is created based on the number of campaigns at the 

current point in time. Hence, minimal rebalancing of existing campaign positions will only be con-

formed to when a new investment opportunity arises and there is not enough capital available in the 

market position. However, it is important to note that stocks that have experienced a high return and 

therefore at a certain point in time exhibit excess weighting, will not be distributed among the re-

maining campaigns, i.e. rebalancing is not performed. Although the rebalancing of positions in ac-

cordance to the performance of the individual stock could be optimal to capture top performers, it is 

not optimal for as volatile stocks as the targets of activist campaigns. Furthermore, rebalancing re-

quires time and resources, hence, to minimize costs we do not rebalance the portfolio in such a way. 

One could also rebalance according to the rebalancing performed by the activist, but this again would 

require additional monitoring of an activist’s positions, so this has also been excluded. This also 

follows the findings of previous literature, which shows that free riders who invest on public infor-

mation earn higher returns if they do not rebalance as the activist (Becht et al., 2009).  

Costs: Bid-ask spreads differ across the size of companies; however, as we have excluded all small-

cap companies in the creation of the shadow portfolio, a bid-ask spread fee of 0.02% will be added 
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to all prices, following the average spread of the FTSE Developed Europe All Cap Index (The 

Vanguard Group, 2018). Furthermore, a trading fee of 0.45% of the amount traded has been sub-

tracted when a trade has been made, including when the rebalancing of the portfolio is done by selling 

an equal absolute amount of each existing positions to free of capital for new investment opportunities 

(London Stock Exchange, 2017). No fees charged by the equity fund will be assumed, as the shadow 

portfolios are compared to market indices and the gross return of other equity funds. 

Benchmarks: To assess the performance of the shadow portfolios, we benchmark them against two 

general market indices: the STOXX Europe 600 (SXXP Index) and the FTSE 100 (UKX Index), as 

our portfolio is based on a European sample and consists of a majority of British stocks. Furthermore, 

the portfolios are compared to two indices that track activist performance: the Hedge Fund Research’s 

Activist Index (HFRXACT Index) and the Natixis Activist Equity Index (NXSHACT Index), of 

which the latter launched on 06.01.2016, having been back-tested prior to its inception. HFRXACT 

Index is designed to track the performance of US-listed targets in which high performing activist 

hedge funds hold a significant stake (Natixis, 2018; HFR, 2018). Importantly, this index includes US 

hedge funds only and is based on screening of the hedge fund as opposed to campaigns, therefore, 

not being directly comparable to the constructed shadow portfolios of this study (Ibid.). 

7.1.2 Sub-Portfolios 

As mentioned previously, portfolios with different investment horizons will be created including all 

277 campaigns (125, 250, 500, and 750 trading days). Sub-portfolios will also be constructed accord-

ing to the factors driving abnormal returns the most, identified through the cross-sectional analyses 

in section 6.3.1. However, the choice of sub-portfolios is restricted by the distribution of campaigns 

over time, as many samples were too small to comply with the requirement of five overlapping cam-

paigns, e.g. it was not possible to create portfolios based on characteristics such as country. Therefore, 

some cross-sectional characteristics have been grouped to create realistic samples adhering to the 

portfolio requirements outlined above. The sub-portfolios created are also determined by the ease of 

screening for the characteristic in question. Taking these things into account, five pairs of sub-port-

folios were created according to i) governance regimes, ii) industries, iii) activist identity, iv) reputa-

tion, and v) overall objective. Campaigns located in German and French governance regimes will be 

pooled into one portfolio and tested against a portfolio of campaigns located in Anglo-American 

regimes. Furthermore, a portfolio of high-performing industries will be created according to the long-

term analyses which showed that the four industries: Industrials, Technology, Telecommunications, 
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and Consumer Services generally perform better than the other industries that will be grouped in a 

mirror sub-portfolio. Although our findings on specifically hedge fund activism are inconclusive, a 

vast majority of previous literature points toward hedge fund-targeted companies being the best per-

forming ones (Denes et al., 2017). Combining this with the inclusion of the hedge fund activism-only 

benchmark index, a portfolio of all hedge fund campaigns is mirrored by a portfolio grouping all 

other activist identities. Furthermore, reputable activists generally outperformed non-reputable activ-

ists and consequently, two portfolios will be built to test a ‘reputation screening’ strategy. Lastly, 

portfolios mimicking the overall objective of the campaign will be set up. Previous literature finds 

that campaigns with the pure governance demands underperform other campaigns, while the cross-

sectional analysis of our sample showed positive, yet insignificant abnormal returns (Becht et al., 

2010; Bizjak & Marquette, 1998; Brav et al., 2008). Furthermore, the objective of the campaign is 

easily screened for by a shadow activist. Consequently, a portfolio with pure governance objectives 

is constructed and mirrored by a sub-portfolio consisting of campaigns with all other objectives. 

Lastly, as the total number of equities often fall below 10 campaigns, especially for the shortest hold-

ing period of 125 days, the sub-portfolios are created on the basis of 750 trading day holding period 

investment strategy. Although portfolios with shorter holding period strategies may result in the high-

est growth in the portfolio value, sample size is deemed more important.  

7.2 Overall Portfolio Results 

Over the approximately 10-year period, the shadow portfolios created increase to a value of EUR 

300.27, 440.92, 507.94, and 759.60 million for the 125, 250, 500, and 750 trading days holding peri-

ods, respectively. Hence, the best performing portfolio is the 125-day portfolio, exhibiting an avg. 

daily return of 0.0793% and a holding period return (HPR) of 659.60% (see table 23).  

 

Indices and portfolios
Avg. Return           

(daily)
Std. Dev.

(daily)
HPR
(%)

CAGR
(%)

Diff to Best Portfolio 
(mEUR)

125-day Shadow Portfolio 0.0793% 0.014 659.60% 19.52% 0.00
250-day Shadow Portfolio 0.0653% 0.014 407.94% 15.37% 251.66
500-day Shadow Portfolio 0.0623% 0.015 340.92% 13.94% 318.67
750-day Shadow Portfolio 0.0463% 0.013 200.27% 10.15% 459.32
NXSHACT Index 0.0477% 0.011 232.67% 11.42% 426.93
HFRXACT Index 0.0243% 0.008 82.53% 5.44% 577.06
SXXP Index 0.0133% 0.012 17.42% 1.42% 642.17
UKX Index 0.0164% 0.012 30.38% 2.36% 629.22

Source: Authors

TABLE 23: PERFORMANCE OF OVERALL SHADOW PORTFOLIOS
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The reason behind the negative relationship between holding period and return can be attributed to 

the fact that i) larger absolute amounts can be invested for shorter holding periods as fewer campaigns 

overlap driving a larger effect of compounding and ii) activist campaigns earn the greatest returns in 

the short term. Both causes will be elaborated on and discussed in section 8.2.  

 

As figure 19 and table 23 illustrate, the replicated shadow portfolios outperform all the selected 

benchmark indices, except for the 750-day portfolio, which slightly underperforms the back-tested 

NXSHACT Index by 32.4pp in HPR. Compared to the market indices, all portfolios outperform by 

more than 170pp in HPR. Up until June 2010, all portfolios as well as benchmark indices perform 

somewhat similarly, but after this point, the shadow activist portfolios depart. Various potential ex-

planations occur. Firstly, the divergence may stem from the number of positions in campaigns; as 

figure 18, panel C and appendices 19.1-19.3, panels C show, around June 2010 more campaign in-

vestment opportunities appear, resulting in higher employment of AUM in campaigns that therefore 

grow at a higher rate than the market. Secondly, the number of previous campaign positions, and 

consequently exits, reach a certain value that is allowed to grow even further in new campaigns and 

the market, further magnified by the compounding of returns. Thirdly, the divergence may also be 

explained by the fact that shareholder activism has become better at creating higher returns from 2011 
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and onward, which was also evident in the short- and long-term analyses of CAR and BHAR. 

Fourthly, a more systemic explanation of the divergence may lie in the macro-economic environment 

surrounding the financial crisis and global recession; as seen in the long-term cross-sectional anal-

yses, targets of campaigns launched during recession perform extraordinarily well under periods of 

economic recession, i.e. including years 2008 and 2009, indicating a high rate of appreciation in 

portfolio value during the years following a recession. The divergence and effect of compounding 

stands in contrast to the market indices, where the benchmark position bought on 17.08.2006 is not 

closed and reinvested at any point, but held until 29.12.2017. Hence, the effects of semi-active man-

agement and compounding contribute to the explanation for shadow portfolio outperformance.  

Figure 19 also shows that returns of the shadow portfolios are more volatile than the benchmark 

indices, as confirmed in table 23 showing higher daily standard deviations for the shadow portfolios. 

Moreover, the activist indices quite surprisingly have lower standard deviations than the market in-

dices. This can be attributed to the fact that they rebalance according to the performance of the stocks. 

Higher volatility of the shadow portfolios is to be expected given the lower level of diversification 

compared to the market; however, a first take at comparing the volatilities to the returns indicates that 

the shadow portfolios generate a higher return at a lower level of volatility. A comprehensive discus-

sion of the relationship between return and risk of the different investments follows in section 8.2. 

7.3 Sub-Portfolio Results 

The results of the sub-portfolios on i) governance regimes, ii) industries, iii) activist identity, iv) 

reputation, and v) overall objective will be presented in the following section with table 24 synthe-

sizing all the outcomes. 

 

Sub-portfolios
Avg. Return 

(daily)
Std. Dev.

(daily)
HPR
(%)

CAGR
(%)

Diff to Mirror 
Portfolio (mEUR)

N 
(campaigns)

750-day Shadow Portfolio 0.0463% 0.013 200.27% 10.15% - 277
Anglo-American 0.0385% 0.010 165.72% 8.97% 19.31 126
French & German 0.0390% 0.013 146.41% 8.25% -19.31 133
High-Performance Industries 0.0356% 0.010 143.66% 8.15% 64.67 140
Other Industries 0.0297% 0.014 78.98% 5.25% -64.67 137
Other Activist Types 0.0289% 0.009 131.79% 7.67% -2.71 104
Hedge Fund Activist 0.0287% 0.015 129.08% 7.56% 2.71 173
Reputable Activist 0.0329% 0.011 191.48% 9.87% 9.48 130
Non-reputable Activist 0.0323% 0.014 182.00% 9.55% -9.48 147
Other Campaign Obj. 0.0344% 0.013 112.46% 6.85% 58.04 123
Governance Campaign Obj. 0.0215% 0.011 54.42% 3.90% -58.04 154

Source: Authors

TABLE 24: PERFORMANCE OF SUB-PORTFOLIOS
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Figure 20 illustrates that the Anglo-American portfolio outperforms the French & German portfolio 

by EUR 19.31 million in total value and by 0.72pp in CAGR (see table 24). However, it is also 

evident that the governance sub-portfolios do not outperform the overall 750-day shadow portfolio 

that includes all campaigns. From the global recession around 2008 until 2012, both governance sub-

portfolios, and in particular the French-German portfolio, perform better than or tangent to the overall 

portfolio, but hereafter the Anglo-American and overall shadow portfolio generate higher returns. 

Although the Anglo-American portfolio follows the same trajectory as the overall shadow portfolio, 

it slows in late 2016 and ends up underperforming by EUR 34.55 million in total portfolio value and 

0.0078pp in avg. daily return. This may be attributed to the 18 campaigns from the Scandinavian 

governance regime included in the overall portfolio but in neither of the governance sub-portfolios, 

with eight of those clustering around 2015 to 2017 while the remaining 10 campaigns are evenly 

spread out from 2006 to 2015. Moreover, as presented in table 24, the Anglo-American portfolio 

exhibits lower daily volatility than the French-German portfolio, indicating superior performance in 

terms of the risk-return trade-off. How the Anglo-American portfolio’s risk-return profile relates to 

that of the overall 750-day portfolio needs further examination, since the overall 750-day both has 

higher volatility and return. A discussion of risk measures follows in section 8.2.  

 

Figure 21 illustrates that the High-Performance Industries portfolio only outperforms the Other In-

dustries portfolio to begin with, underperforms during the years 2010 to 2016, and finally outperforms 

in late 2016 until fund termination, ultimately surpassing the Other Industries portfolio by EUR 64.67 

million in value and 0.0059pp in avg. daily return. In comparison to the overall 750-day portfolio, 
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the High-Performance Industries portfolio outperforms up until 2011, but thereafter, the overall port-

folio outperforms the High-Performance Industries portfolio because it reaps the higher return of the 

Other Industries portfolio during the years 2010 to 2016. This results in the overall shadow portfolio 

again ending up outperforming the High-Performance Industries portfolio by EUR 56.61 million 

value and 0.0107pp in avg. daily return, hence, back-testing shows that a strategy of investing in all 

stocks targeted by activists, rather than a sub-sample, is better. Also, the High-Performance Industries 

portfolio has a superior risk-return profile than its mirror portfolio while a further discussion of the 

risk-profile in relation to the overall 750-day portfolio is warranted. 

 

The Hedge Fund Activist portfolio is slightly outperformed by the Other Activist portfolio by EUR 

2.71 million in value and 0.0002pp in avg. daily return (see figure 22 and table 24). This is not con-

sistent with previous literature finding large hedge fund outperformance, yet it does support the find-

ings of this research in section 6.3.1.2, where mutual funds, corporations, and public pension funds 

performed better. However, the Hedge Fund Activist portfolio does outperform the other Activist 

portfolio from late 2011 up until the middle of 2017. The overall portfolio outperforms both sub-

portfolios by EUR 68.48 and 71.19 million, respectively. Additionally, the Hedge Fund Activist port-

folio has a higher daily volatility than the mirror portfolio, proving the mirror portfolio superior to 

the Hedge Fund Activist portfolio.  
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The portfolio constructed with campaigns led by reputable activists outperforms the portfolio of non-

reputable activists by EUR 9.48 million (see figure 23). The Reputable Activist portfolio performs at 

par with or even outperforms the overall shadow portfolio for a majority of the fund life; however, as 

all positions are closed, the overall shadow portfolio generates a HPR of 8.79pp more than the Rep-

utable Activist portfolio. Interestingly, this implies that the Non-Reputable Activist portfolio also 

performs quite well, with an ending value just EUR 18.27 million below the overall 750-day portfolio. 

The Reputable Activist portfolio generally consists of a lower number of campaigns compared to the 

non-reputable one (see figure 23, panel B), implying that fewer campaigns drive the higher returns. 

Again, considering the daily volatility, the Reputable sub-portfolio is superior to its mirror portfolio. 
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Lastly, the sub-portfolios based on overall campaign objectives show that portfolios where govern-

ance demands are the sole purpose of the campaign underperform the mirror portfolio capturing all 

other campaigns, generating EUR 58.04 million less in total portfolio value (see figure 24). This 

follows the findings of both this study and previous literature, as governance changes are often seen 

merely as a means to reach a greater objective, hence, if other demands are not included in the activist 

campaign, they are not rewarded by the market (Becht et al., 2010; Brav et al., 2008). The perfor-

mance of the two portfolios follow each other until 2010, at which point the Other Campaign Obj. 

portfolio diverges and starts generating higher returns. As expected, the volatility for the Other Cam-

paign Obj. portfolio is higher too. Yet again, the overall portfolio generates a higher return also di-

verging in 2010, and ultimately generating a total portfolio value of EUR 87.81 million more than 

the Other Campaign Obj. portfolio.  

 

7.4 Synthesis of Shadow Portfolio Results 

The back-testing simulation shows that activist portfolios outperform the market indices in all in-

stances. Of our four portfolios, only one is outperformed by the NXSHACT index, while all other 

portfolios outperform both the market and activist benchmark indices. The 125-day shadow portfolio 

performs the best, generating a 659.60% HPR over the total fund life. Comparing all sub-portfolios 

created, we find that a sub-portfolio consisting of campaigns solely with governance objectives per-

forms the worst, however, still growing the investment by 54.42% at the end of the fund’s life. The 

best performing sub-portfolio is the reputable activist portfolio, which generates an avg. daily return 



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 96 

of 0.0329% and an ending value of EUR 291.48 million. However, even this best-performing sub-

portfolio does not outperform any of the overall portfolios. The French-German Governance, Other 

Industries, Hedge Fund Activists, and Non-Reputable Activist portfolios exhibit lower returns yet 

higher volatilities than their respective mirroring portfolios, indicating investment strategies inferior 

to their mirror portfolios. The analysis of portfolio and sub-portfolio performance warrants a further 

discussion on the risk-return profile of each portfolio, which therefore follows in section 8.2. 
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8 Discussion and Implications 

The purpose of this section is to provide a comprehensive understanding of this research. This is done 

by tying the quantitative elements in parts I and II together with the preceding qualitative sections, 

as well as critically reflecting upon the methodological choices made. The section is concluded with 

a discussion of the contributions to literature and practical implications of this research. 

8.1 Discussion of Performance Results 

8.1.1 Short-Term Valuation Effects 

Having applied a plethora of event windows, models for abnormal returns and return measures, which 

all lead to an acceptance of the alternative hypothesis, this study provides comprehensive evidence 

for the short-term valuation effects on European targets. As covered in section 4.2, previous research 

finds immediate abnormal returns within the first days of the announcement of 2-7% for US targets 

and 1% for German targets, hence, our study clearly follows the European findings with first-day 

abnormal returns ranging from 1.1%-1.2% depending on adjustment applied. Moreover, this study 

finds 40-day BHARs of 4.9%, 3.5%, and 3.6% for the simple market-adjusted, CAPM, and Fama-

French models, respectively. This is slightly lower than the approximately 6% abnormal BHAR per-

formance that Bebchuk et al. (2015) find in their study, however, almost identical to Bessler et al.’s 

(2015) German study, where adjusted CARs amount to 4.43% during the [-15;+15] window and 

Becht et al.’s (2010) European study, where adjusted CARs are 4.4% during the [-20;+20] window. 

A potential explanation for the relatively lower short-term returns of European targets contrary to 

their American counterparts may stem from the development of the market. The size of abnormal 

returns in the US has changed over time as new time periods have been examined; Dodd & Warner 

(1983) and DeAngelo & DeAngelo (1989) find abnormal returns of 0.08% and 4.85%, respectively, 

covering the early 60s to the mid-80s, while Brav et al. (2008) and Klein & Zur (2009) show abnormal 

returns of 8.4% and 10.2%, respectively, for samples starting in the early 2000s. This could indicate 

that activists in Europe generate lower value or point toward a learning curve for the market in terms 

of responding to activism. Hence, with activism’s lagged occurrence in Europe compared to the US, 

there are signs of a less mature European market for activism, as the market is still in the process of 

establishing how to respond to signals of activism. Additionally, the smaller European announcement 

effects may be a consequence of the different ownership structures of target firms, where corporate 

insiders in German and French governance regimes still have substantial opportunities to defend their 
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position against outside interference from activists (Bessler et al., 2015). However, as the UK belongs 

to the same Anglo-American governance regime, variations in returns cannot solely be explained by 

governance regimes, which will be discussed in section 8.1.4. 

Previous research has mentioned the importance of correctly establishing the event announcement, 

since earlier information leakage impacts the results in a way that underestimates the abnormal return. 

These considerations are particularly important for the short-term analysis, since a potential wrongful 

identification of the event will likely equal out in the long term. By both making tight windows sur-

rounding the announcement, [-1;0] and [-1;+1], and wider ones, [-20;+20] and [-30;+30], that all 

show significantly positive abnormal returns, the announcement dates seem to be correctly identified, 

since there is consistency in the magnitudes of abnormal returns with previous research. Like previous 

studies, we find slight evidence of information leakage (see figure 16), as part of the price adjustment 

already occurs before the information becomes public at announcement (Bessler et al., 2015). The 

length of the run-up period, i.e. the period prior to announcement when valuation effects start ce-

menting themselves, follows that of US samples and not Bessler et al.’s (2015) 45-day period (Bessler 

et al., 2015; Brav et al., 2008; Klein & Zur, 2009). Potential explanations for a shorter run-up period 

compared to Bessler et al.’s (2015) includes that i) the average market cap in our sample is relatively 

large, hence, there may be higher liquidity of target firms, and ii) the run-up period may be shorter 

because our sample includes targets from across Europe and from disclosure regimes where laws on 

insider trading are stricter and more effectively enforced than in Germany (Bessler et al., 2015). 

8.1.2 Long-Term Effects 

Contrary to the short-term analyses, the long-term ones showed ambiguous results between models. 

While the raw return, CAPM, and Fama-French abnormal returns all showed significantly positive 

abnormal returns throughout the three years post announcement, the simple market-adjusted return 

showed otherwise. Hence, the question arises of which models are the most reliable. This can be 

assessed by comparing the findings to previous evidence as well as critically reflecting upon the 

assumptions behind the models. The raw, CAPM, and Fama-French returns are consistent with pre-

vious literature that also find positive abnormal returns in the long term. Brav et al. (2008) find a 42% 

raw BHAR return over an average 22 months for a US sample, which is remarkably higher than the 

7.7% we find over an equivalent time horizon. This could again be argued to be caused by the differ-

ing geographical scopes, as Bessler et al.’s (2015) German study also finds a lower market-adjusted 

BHAR of 11.17% for the 2-year period. For a 36-month event window, Bebchuk et al. (2015) find 
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abnormal returns of 52% and 33% for the CAPM and Fama-French four-factor models, respectively. 

In contrast, this study finds remarkably higher abnormal returns for the three-year horizon of 198.5% 

and 72.3%, respectively. The reliability of the market-adjusted model is questionable as it is the only 

model producing negative BHARs across all years. However, the findings are in line with Bessler et 

al. (2015) who find negative median BHARs of -6.03% and -9.94% during the two-and three-year 

windows, respectively, albeit statistically insignificant, where our mean BHARs are significant at the 

5% level.  

As we find disputable evidence of abnormal performance in the long term, the question of causation 

arises, as causation between the activist and return diminishes as one moves further away from the 

event itself. However, although stronger association of causation is true for shorter event windows, 

the short event windows may not capture the whole effect, cementing the fact that long-term analyses 

are needed to capture the entire effect of activism. Despite positive abnormal performance not having 

been undisputedly confirmed in the long term, neither has negative performance. In fact, there seems 

to be more evidence supporting scholarly claims of positive abnormal returns than public postulates 

of intervention hurtful to performance, since only the simple market-adjusted returns are negative 

contrary to the three other return models being positive throughout the three years. 

8.1.3 Short-Term vs. Long-Term Results 

Assessing the difference in results of the short-term and long-term analyses, the questions of market 

overreaction and activist incentives arise. Firstly, a possible explanation for the high simple market-

adjusted abnormal return in the short term and a negative one in the long term, is a temporary price 

impact caused by an abnormally high trading volume by the activist, other activists, or other investors 

cascading into the stock. Hence, a temporary price impact reflects a trading friction rather than infor-

mation about expected benefit of value changes (Brav et al., 2008). Brav et al. (2008) and Bessler et 

al. (2015) do not find support for the market overreaction hypothesis and neither do we. Market over-

reaction would be expressed by negative abnormal returns shortly after the event, which is not the 

case for our sample, where a majority of the return measures show positive and significant perfor-

mance for up to a three-year period following the announcement. Secondly, the positive short-term 

return but not significant positive return in the long term, can be explained by the fact that activists 

do not add to firms’ fundamental value, as the market expected, but simply have an ability to identify 

undervalued companies. Hence, the abnormal return is due to the announcement of an identification 

of an undervalued company and not because intervention will add any further operational value to 
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the target. However, if activists were merely picking stocks and loading on certain Fama-French fac-

tors, they would exit immediately after the market price reflects the information of an undervalued 

target, which is contrary to the observed behavior; activists do not sell immediately after announce-

ment but rather hold their positions and attempt to implement the changes in the firm they perceive 

are necessary and value-increasing (Bessler et al., 2015). Hence, the short-term abnormal returns 

actually underestimate the value of the ex post success of activist engagements because the event 

return is approximated by the perceived probability (< 1) of expected value enhancement being suc-

cessful (Ibid.). This also explains why we see share prices further appreciating in the long-term and 

improvement in operational measures during the first year. However, we also find that most opera-

tional ratios deteriorate over the two- and three-year horizons, which may support the view that ac-

tivists do not engage in longer-term improvements. Analyzing the activist exit, i.e. its timing and 

effect on the stock price, would provide further evidence as to whether the deterioration in operational 

performance over the two- and three-year horizon is a result of the activist no longer monitoring the 

target due to an exit or whether it is because the activist only cares about short-term gains. 

In contrast to the short-horizon tests, long-horizon event studies generally have low power to detect 

abnormal performance of the event in question, as other confounding events may affect the share 

price (Kothari & Warner, 2007). Furthermore, with short-horizon methods, the test statistic specifi-

cation is not highly sensitive to the benchmark model of normal returns or assumptions about the 

cross-sectional or time-series dependence of abnormal returns, which contrasts with long-horizon 

methods, where specification is more sensitive to assumptions about the return-generating process. 

This is relevant for this study in relation to the CAPM and Fama-French normal return estimations. 

On the one hand, if the estimation window falls over a period that already exhibits abnormally high 

returns, these have now become ‘normal’ and will underestimate the abnormal return. On the other, 

if the estimation window covers a period in which the company has been in unusual distress, this may 

overestimate the abnormal return observed in the event window, leading to a false positive. There are 

three apparent implications to this. Firstly, assuming that a target’s movement with the market and 

other model factors differs under times of crises, the normal estimation of companies targeted for 

instance just after the financial crisis, may be dramatically negative, ultimately inflating the abnormal 

return in the event window. Especially in the Fama-French normal estimations, it is assumed that the 

relationship between the individual stock’s return and the five factors is consistent throughout eco-

nomic conditions; however, it may be the case that some factor relationships are magnified under 

certain environments. This may also explain the on average low explanatory power of the estimation 
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models. Secondly, the high abnormal return may simply stem from the nature of shareholder activism; 

activists pick companies that have been continuously underperforming for an extended period of time, 

which overlaps with the estimation window of 280 days pre campaign announcement. This implies 

that if activist campaigns are just slightly positively received by the market, the divergence from the 

estimated normal return will be remarkable. Moreover, as the time horizon of the analyses increases, 

this over- or underestimation will accumulate and be more pronounced, especially for the BHAR 

measures. The fact that activists target underperforming companies, however, does not invalidate the 

results, but rather serves as an explanation of the remarkably high abnormal returns. That is, the 

abnormal performance is indeed positive and significant, but the magnitude of the abnormal return in 

the CAPM and Fama-French models may be inflated due to past underperformance. Lastly, the cal-

culation of normal returns over the event window will be less accurate in the long-term analyses 

because the estimation window lies further away from the event window studied.  

8.1.4 Drivers behind Short- and Long-Term Performance 

Although most cross-sectional analyses indicate the same results in the short- and long-term, some 

provide ambiguous findings which could be caused by i) short- and long-term returns being driven 

by different characteristics, ii) the identified drivers not being able to explain variations in returns, 

and/or, iii) the long-term returns being driven by other confounding events. 

The results of the cross-sectional analyses regarding campaign objectives draw parallels to the results 

of previous studies. The short-term results showing that campaigns primarily focused on supporting 

M&A activity perform the best is consistent with previous literature (Bessler et al., 2015; DeAngelo 

& DeAngelo, 1989; Greenwood & Schor, 2009). Hence, the market anticipates which targets will 

become the subject of a takeover attempt, resulting in immediate higher returns for shareholders. 

Interestingly, in the long-term, M&A campaigns are outperformed by other campaign types, indicat-

ing that the market wrongly anticipated the outcome of the campaign. Rather, the long-term decom-

position on campaign objective showed positive market responses to strategy-oriented campaigns, 

which is also supported by previous literature (Brav et al., 2008). In contrast, the lower performance 

of governance-related campaigns in the long-term analysis is in line with previous literature (Bizjak 

& Marquette, 1998). This supports the view that some governance changes are instruments to achieve 

an overarching objective, i.e. only indirectly driving shareholder value, contrary to agency theory, 

which assumes that agency costs are mitigated by the mere presence of an activist (Gantchev, 2011). 
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From both a theoretical and empirical point of view, higher returns were expected for targets at-

tributed to certain governance regimes, as the attractiveness and ease of activism was hypothesized 

to impact the performance of targets. Targets within the French and German governance regimes 

exhibit lower immediate announcement effects to activism, which makes sense, as Continental Eu-

rope is an insider-dominated system that may not give away to the activist demands, contrary to the 

Anglo-American regime where the ease of activism is also high. However, in the long-term, no clear 

picture arises, which supports the argument of endogeneity bias. The fact that the cross-sectional 

analysis of governance regimes showed some but not comprehensive evidence of higher abnormal 

returns for some regimes than others may also be a sign of what literature describes as a convergence 

in governance regimes, especially in Europe (Thomsen & Conyon, 2012). As such, there might be 

‘insider advantage’ in driving campaign success, which has previously been attributed to being within 

the same governance region, but due to convergence in regimes today might evolve more around the 

activist being well-connected with the target, hence, drawing more on network theory.  

The inconclusive cross-sectional findings on activist identity show that this may be an outdated meas-

ure, as one today cannot simply regard pension funds as unsophisticated activists and hedge funds as 

the most experienced players. Rather, the measure of reputation as also preached by previous scholars 

better captures variation in returns (Krishnan et al., 2016). One may also argue that the influence of 

hedge funds is severely restricted in a European setting, as multiple countries have co-determination 

laws, explaining the insignificantly positive returns for this sub-sample (Bessler et al., 2015). Fur-

thermore, Krishnan et al. (2016) also argue that certain types of activists are associated with certain 

types of targets. Hence, the activist type itself is not the explanatory characteristic for return magni-

tudes. This study does not control for the self-selection or endogeneity bias, which arises as activists 

select targets that are most likely to respond to their campaign and thereby generate value 

(Sudarsanam & Vitkova, 2017). Hence, the results are further complicated by an activist’s unobserved 

criteria for involvement in a target firm. As previously mentioned, this is inherent in this type of 

study; however, it becomes problematic for drawing the right conclusions for causation. Hence, ad-

ditional research to discover the factors driving the returns is always warranted.  

8.1.5 Sample and study design 

Generally, explanations for differences between the results of previous literature and ours may be 

found in the differences between the samples. As has already been established, our sample sets itself 

apart most profoundly in terms of geographical scope by targeting European firms compared to the 
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vast majority of previous literature focused on US activism. Section 6.1 shows divergence of our 

sample in terms of mean market cap at the time of announcement, campaign success rate, and own-

ership stakes. Despite taking actions to minimize sample biases, the higher mean market cap espe-

cially creates a bias in our sample potentially affecting the long-term results negatively, since some 

previous studies have found small- and mid-cap targets to perform better (Krishnan et al., 2016).  

The fact that sample sizes differ across tests due to data unavailability also leads to ambiguity in 

results. We could have narrowed the scope and applied only a couple of models or return measures 

as previous literature does; however, to present a more nuanced picture, we chose various methods 

for measuring abnormal returns. This highlights what previous event study methodology papers have 

preached; event study analyses are highly sensitive to the metrics applied (Kothari & Warner, 2007). 

This sparks an interesting thought; had we chosen to only include the most commonly used metrics, 

i.e. the CAPM and Fama-French models and CAR for the short-term and BHAR for the long-term 

return measurements, we would have been able to conclusively determine positive abnormal returns, 

significant at the 1% level as far as up to three years post campaign announcement. Furthermore, the 

use of CAPM has ceased due to criticism for being an inadequate model for event studies in general, 

why one could argue that the Fama-French model produces the most reliable results (Campbell et al., 

1997). If this is the case, this research finds that activists are able to increase shareholder value both 

in short- and long-term. However, yet again the low explanatory power of the Fama-French estima-

tion model in this research must be highlighted, why one cannot simply say that arguments used in 

previous literature are directly applicable. Hence, as differing methods have implications for the con-

clusion of our results, we choose not to conclude based on one model and instead aim to understand 

how the methodology specifically may affect our results.  

8.2 Discussion of Shadow Portfolio  

8.2.1 Performance of Overall Portfolios 

The results of the back-tested shadow portfolios led to three key findings; i) the shadow portfolios 

outperform the benchmark market indices, ii) most of the shadow portfolios outperform the bench-

mark activist indices, and iii) within the shadow portfolios, a negative relationship is observed be-

tween the return of the portfolio and the number of trading days each equity position is held.  
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The fact that the shadow portfolios outperformed the benchmark market indices is not surprising. 

Firstly, the analyses in section 6.2 and 6.3 showed that targets of activism do in fact experience ab-

normal returns especially in the short term, while being model-dependent in the long term. Secondly, 

from a theoretical point of view, a shadow activist should expect a superior appreciation of the target 

stock value, due to incentives for actual activists, who will only engage in activism if they believe the 

benefits to outweigh the costs. Thirdly, our strategy exhibits a semi-active investment strategy con-

trary to the passive investment in a market index. Lastly, our shadow portfolio findings are consistent 

with Brav et al. (2008b), the only other scholar benchmarking a portfolio against an index, who found 

that activist funds outperformed the S&P 500 Index and the average equity-oriented hedge funds in 

the database since 2003. Moreover, the opportunities we have identified for other investors to shadow 

activists follow Becht et al.’s (2009) findings. They show that other shareholders would have done 

better than the activist, HUKFF, by buying at the point of public announcement of the disclosed 

stakes, earning a 12.58% raw return per year, if they had rebalanced the same way as HUKFF, and 

14.25%, if they had not, compared to the 8.2% annual return of the HUKFF itself.  

A natural concern following the establishment of superior growth in the value of the investment is 

the consideration of the risk-return profile. As was highlighted in section 7.2, the shadow portfolios 

exhibited higher daily volatilities than the benchmark indices, yet seemingly at proportionally higher 

returns as well. Overall, the Sharpe Ratios show that the shadow portfolios do in fact offer more 

favorable risk-return trade-offs (see table 25). All shadow portfolios exhibit better risk-adjusted re-

turns than the two market indices with Sharpe Ratios ranging from 0.5691 to 0.9260. Considering 

only losses through the Value at Risk (VaR) and Expected Shortfall (ES), which may be more appro-

priate measures for real-life situations (Hull, 2015), all shadow portfolios have lower VaRs than the 

market. Hence, even after adjusting for risk, the shadow portfolios outperform the market, offering a 

more lucrative investment than a passive market position. 

 

Indices and portfolios
Avg. Return 

(daily)
Std. Dev.

(daily)
Sharpe Ratio 
(annualized)

1-Year 99% VaR 
(mEUR)

1-Year 99% ES 
(mEUR)

125-day Shadow Portfolio 0.0793% 0.0136 0.9260 15.50 37.51
250-day Shadow Portfolio 0.0653% 0.0136 0.7625 19.05 41.09
500-day Shadow Portfolio 0.0623% 0.0149 0.6622 23.31 47.52
750-day Shadow Portfolio 0.0463% 0.0129 0.5691 22.07 43.01
NXSHACT Index 0.0477% 0.0111 0.6825 16.95 34.92
HFRXACT Index 0.0243% 0.0084 0.4621 15.70 29.25
SXXP Index 0.0133% 0.0125 0.1697 29.17 49.35
UKX Index 0.0164% 0.0120 0.2165 27.21 46.65

Source: Authors

TABLE 25: OVERALL SHADOW PORTFOLIO RISK PROFILES
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All shadow portfolios also remarkably outperformed the HFRXACT benchmark activist index in 

value, while the NXSHACT performed better than the 750-day portfolio. Considering the risk-return 

profiles, the HFRXACT index has a slightly higher VaR than the 125-day portfolio; however, the 

125-day portfolio has a remarkably higher ES. This implies that the 125-day portfolio is riskier, if 

losses are incurred. However, when considering Sharpe Ratios, except for the 750-day portfolio again 

underperforming the back-tested NXSHACT index, the shadow portfolios outperform the activist 

indices, ultimately offering better risk-return trade-off. Again, the large impact of compounding and 

path dependency of returns is emphasized; where the indices merely track the performance of the 

stocks, our portfolios continuously reinvest proceeds.  

The apparent negative relationship between the portfolio return and holding period of the campaign 

positions stems from a combination of the significant announcement effect of an activist campaign 

as was evident from section 6.2 and a lower number of overlapping campaigns. Less overlap in cam-

paign positions resulting from shorter holding periods lead to higher investment in each individual 

stock due to the equal weighting. This results in higher campaign exit values entering the market 

position at an earlier point in time of the fund’s life, and from which capital for new campaigns will 

be drawn, rather than from existing campaigns. The capital allocation graphs testify to the fact that 

the shorter holding periods lead to more rapid exits at high absolute values that are left to compound 

in the market. The 125-day portfolio shows a somewhat stable value of the total campaign position; 

however, simultaneously shows a rapidly growing market position compared to the 750-portfolio that 

has most of its total value tied up in the campaign investments (see figure 18 and appendix 19). 

Among the shadow portfolios, the 125-day portfolio also performs the best when adjusting for risk; 

its Sharpe Ratio is the highest, while its VaR and ES are the lowest, which can be attributed to its 

high absolute value in the market. Hence, the 125-day portfolio represents a superior shadow invest-

ment strategy. The outperformance of the shorter holding period portfolios is consistent with the 

findings of Bessler et al. (2015), who, before performing their CTP analysis, show that the return of 

portfolios holding positions for 12 months outperform portfolios holding positions for 36.  

With the construction of shadow portfolios, we allowed for the inclusion of factors that the statistical 

tests in part I of this study failed to account for, such as real-life choices of invested capital, holding 

period, exit timing, and the compounding of returns that active investors face. However, this implies 

that the model is dependent on these choices. In order to get a sense of exactly how dependent the 

portfolio performances are on the choices, two sensitivity analyses were performed. Firstly, the sen-

sitivity of the transaction costs, i.e. the trading fee and bid-ask spread, were tested by doubling and 
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halving the costs to 0.705% and 0.235%, respectively. Apart from showing that all shadow portfolios 

generate highly positive returns in either scenario, figure 25 also illustrates that the shorter the holding 

period, the higher the percentage sensitivity to changes in the transaction costs. This is due to the 

higher absolute values of the investments in for instance the 125-day portfolio that generate higher 

absolute costs, ultimately leading to less value that compounds.  

 

The second sensitivity analysis performed to test whether the high portfolio returns are in fact driven 

by recent developments, as suggested by Becht et al. (2017) is summarized in appendix 20. Even 

when splitting the original fund life into two equally large time periods, all portfolios generate highly 

positive returns, however, mainly driven by the second period except for the 500-day portfolio. 

Hence, despite the portfolio design choices, the results of the shadow portfolios are robust and show 

that investment funds can piggyback on activists with all the proposed shadow portfolios. 

8.2.2 Performance of Sub-Portfolios 

All of the sub-portfolios display positive holding period returns. However, the results are highly de-

pendent on when the fund is closed, e.g. had the fund been closed just six months earlier, the hedge 

fund sub-portfolio would have outperformed the mirror sub-portfolio in value. Furthermore, while 

the binary criteria for sub-portfolio construction are easy for an investor to create and screen for, if 

funds are limited, we must consider the possibility that our binary measures be better replaced by 

continuous measures when assessing the attractiveness of campaigns. If an equally weighted-portfo-

lio is not preferable, this continuous measure could also lend as a weighting mechanism. 
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The results of the sub-portfolio warranted an assessment of the risk-adjusted returns. From the presen-

tation of results, it was already apparent that the French-German Governance, Other Industries, Hedge 

Fund Activists, and Non-Reputable Activist sub-portfolios presented inferior investment strategies to 

their mirroring sub-portfolios, while a more thorough assessment of the risk-adjusted returns confirms 

this (see table 26). The Sharpe Ratios, VaRs, and ESs are worse for these inferior sub-portfolios than 

their mirroring sub-portfolios, implying a poorer risk-return trade-off and greater potential losses. 

 

The superiority between the sub-portfolio pairs is the greatest for the industry ones, with the High-

Performance Industries portfolio having a 0.2337 greater Sharpe Ratio than the Other Industries one. 

Additionally, the VaR and ES of the High-Performance Industries are lower, implying greater poten-

tial losses associated with the Other Industries portfolio. As such, the findings of previous literature, 

where significant industry differences prevail manifest themselves in our sub-portfolios as well.  

Despite the positive and significant effect of hedge fund activism extensively documented in previous 

literature, our Hedge Fund Activist sub-portfolio underperforms and is therefore instead consistent 

with the short- and long-term cross-sectional analyses performed in this study. As mentioned above, 

however, the result of the activist identity sub-portfolios is highly dependent on fund life; the Hedge 

Fund Activists sub-portfolio did have a higher absolute value than the Other Activists sub-portfolio 

between 2011 and 2016.  

The high returns of the Reputable portfolio is consistent with the findings of Krishnan et al. (2016), 

who find significantly positive returns for top hedge funds identified by their reputation measure. 

Moreover, they are consistent with this study’s findings showing that reputable activists seem to drive 

Sub-portfolios
Avg. Return 

(daily)
Std. Dev.

(daily)
Sharpe Ratio 
(annualized)

1-Year 99% VaR 
(mEUR)

1-Year 99% ES 
(mEUR)

N 
(campaigns)

750-day Shadow Portfolio 0.0463% 0.0129 0.5691 22.07 43.01 277
Anglo-American 0.0385% 0.0098 0.6212 16.00 31.95 126
French & German 0.0390% 0.0126 0.4922 23.02 43.40 133
High-Performance Industries 0.0356% 0.0099 0.5719 16.84 32.85 140
Other Industries 0.0297% 0.0139 0.3382 28.88 51.43 137
Other Activist Types 0.0289% 0.0089 0.5142 16.02 30.48 104
Hedge Fund Activist 0.0287% 0.0146 0.3118 30.93 54.60 173
Reputable Activist 0.0329% 0.0115 0.4543 21.73 40.35 130
Non-reputable Activist 0.0323% 0.0140 0.3667 28.38 51.03 147
Other Campaign Obj. 0.0344% 0.0130 0.4199 25.29 46.35 123
Governance Campaign Obj. 0.0215% 0.0115 0.2975 24.59 43.21 154

Source: Authors

TABLE 26: SUB-PORTFOLIO RISK PROFILES
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higher post-announcement raw returns. That the risk-adjusted performance of the sub-portfolio shows 

the same result highlights the fact that investors are indeed rewarded by investing in such campaigns.  

The fact that the French-German Governance sub-portfolio was inferior to the Anglo-American one 

is surprising, especially given the results of the long-term cross-sectional analysis in section 6.3.1.4. 

The results showed that for the raw return, the targets in French and German governance regimes 

have higher raw returns than their Anglo-American counterparts; however when adjusting for risk 

the Anglo-American abnormal returns outperformed in some instances which is also supported by 

the higher Sharpe Ratio of the portfolio. The reason behind the Anglo-American sub-portfolio out-

performance can also in the distribution of campaigns over time. As figure 18, panel B shows, the 

Anglo-American portfolio has a larger number of positions in campaigns toward the last years of the 

fund’s life, which taken in conjunction with the time sensitivity analysis (see appendix 20) implies 

that the Anglo-American sub-portfolio is exposed to more recent, high performing equities.  

The campaign objective sub-portfolios did not exhibit an apparent inferior strategy, as Other Cam-

paign Obj. sub-portfolio had a higher return, yet also a higher volatility, hence, warranting further 

interpretation of the risk-adjusted returns. As table 26 shows, the Sharpe Ratio of the Other Campaign 

Obj. sub-portfolio is in fact larger than the Governance Campaign one, implying a more attractive 

risk-return trade-off. Interestingly, despite a difference of only EUR 0.70 million, the VaR is worse 

for the Other Campaign Obj. portfolio, implying fatter tails of the distribution of returns, which is 

confirmed by the higher ES. That the sub-portfolio consisting of companies targeted by governance-

only campaigns generated a lower return than its mirror portfolio comes as no surprise; the long-term 

results in section 6.3.1.3 showed that returns to such campaigns are lower than the other categories. 

This is also consistent with previous literature showing that traditional governance-demanding cam-

paigns exhibit weak abnormal performance (Bizjak & Marquette, 1998; Brav et al., 2008). 

A possible explanation for the differences in the risk-adjusted performance of the sub-portfolios may 

lie in the Fama-French five-factor loadings. Thus, mimicking the CTP methodology, regressions have 

been run on the CAPM and FF factors to understand the risk exposures of the portfolios (see table 

27). R-squares are high, validating that the variance in returns can be explained by the models (see 

appendix 21). Interestingly, the best performing portfolios generally have more negative CAPM in-

tercepts, i.e. lower abnormal returns than their mirror-portfolios, but are also less volatile with lower 

CAPM betas. The 750-day shadow portfolio moves almost identically with the market and has a 

positive intercept, cementing the outperformance. For the Fama-French regressions, all portfolios 
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have negative SMB, HML, RMW, and CMA coefficients, indicating that activists target large com-

panies with low book-to-market value, weak profitability, and aggressive investment strategies. How-

ever, comparing the best performing sub-portfolios to their mirror portfolios, they generally constitute 

smaller companies with lower book-to-market values and less aggressive investments, albeit the co-

efficients still being negative. Hence, activists are good at picking stocks where the potential for 

improvement is high, yet feasible by their intervention. This is supported by the fact that the HML 

was positive for the estimation windows yet negative for the event period, implying that targets trans-

form from being value to growth stocks. The Anglo-American sub-portfolio which had the highest 

Sharpe Ratio also has the lowest correlation with the market in the Fama-French regression. Moreo-

ver, all portfolios exhibit a positive intercept, why their abnormal return can be concluded. 

 

8.2.3 Overall Shadow Portfolio vs. Sub-Portfolio Performance 

While the overall 750-day shadow portfolio outperforms all sub-portfolios in terms of ending value, 

the Anglo-American Governance Regime and High-Performance Industries sub-portfolios have 

higher Sharpe Ratios and lower VaRs and ESs than the overall 750-day portfolio. While this is not 

the case for the Other Activist Type and Reputable sub-portfolios, these do exhibit lower VaRs and 

ESs than the overall 750-day portfolio, offering lower risk. However, the Anglo-American sub-port-

folio provides the offers the most favorable risk-return trade-off for an investor looking to shadow 

activism. 

The question arises why none of the sub-portfolios outperformed the overall shadow portfolio in 

absolute terms, which can arguably be caused by i) the unclear results from part I of this thesis, ii) 

uncontrollable factors, and iii) portfolio design. Firstly, the results from part I showed inconclusive 

Significance is indicated by ***, **, and * for the 1%, 5% and 10% significance levels, respectively.

Portfolios Intercept Mkt-Rf Intercept Mkt-Rf SMB HML RMW CMA
750-day Shadow Portfolio 0.0001 0.9764*** 0.0005** 0.6076*** -0.3163*** -0.0468 -0.3388*** -0.4649***

Anglo-American Governance -0.0009*** 0.8119*** 0.0004** 0.3712*** -0.1711*** -0.2079*** -0.2367*** -0.0015

French & German Governance -0.0002 0.9355*** 0.0004* 0.5627*** -0.2974*** 0.0312 -0.5170*** -0.1858**

High-Performance Industries -0.0009*** 0.8566*** 0.0003** 0.4798*** -0.0823** -0.0462 -0.2634*** 0.0293

Other Industries -0.0001 0.9621*** 0.0004** 0.5679*** -0.4015*** -0.1175** -0.5069*** -0.4961***

Other Activist Types -0.001*** 0.7709*** 0.0004** 0.3518*** -0.1435*** -0.0506 -0.3654*** 0.2473***

Hedge Fund Activist 0.0002 0.9934*** 0.0004** 0.6539*** -0.2767*** -0.0383 -0.3599*** -0.7225***

Reputable Activist -0.0004*** 0.9125*** 0.0004*** 0.5478*** -0.2084*** -0.0335 -0.3931*** -0.1063**

Non-reputable Activist 0.0001 0.9607*** 0.0005** 0.5504*** -0.3431*** -0.0097 -0.3993*** -0.4763***

Other Campaign Obj. -0.0001 0.9532*** 0.0004** 0.5391*** -0.3885*** -0.0646 -0.4051*** -0.4689***

Governance Campaign Obj. -0.0011*** 0.837*** 0.0002 0.4646*** 0.0049 -0.0333 -0.3678*** 0.0036
Source: Authors

TABLE 27: FACTOR LOADING COMPARISON

CAPM Fama-French
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long-term cross-sectional analyses with no characteristic consistently leading to significantly positive 

abnormal returns. Hence, when attempting to draw inferences on which characteristics would be suit-

able for the creation of the sub-portfolios, compromises were made and ultimately, what guided the 

choices were indications. Previous literature also shows that when considering measures in tandem, 

i.e. what had indicative effects in cross-sectional analyses appear to be unlinked with abnormal re-

turns or lacking significance in a multivariate regression (Becht et al., 2017). Furthermore, the sample 

in the long-term analyses was dependent on the stock trading for the entire period of the specific event 

window, thereby excluding several campaigns for the [-1;+750] window. Contrarily, for the shadow 

portfolio the sample was not cut off if a stock was announced in 2016, implying less than 750 trading 

days. However, for the shadow portfolios we aimed at providing a realistic picture of what investors 

are likely to face in the coming years. Hence, different requirements for the sample for the long-term 

analyses and portfolios could also be a cause for the difference in results. 

Secondly, what cannot be controlled for when constructing and back-testing the portfolios or for fu-

ture identification of campaigns, is the time at which a campaign occurs. The timing of a campaign 

will both have an effect in relation to the overall macro-economic situation and the overlapping of 

campaigns that determine the magnitude of capital available to invest in a campaign. Hence, the sub-

portfolios with a majority of campaigns post the financial crisis and global recession fair better than 

those with a higher concentration of campaign announcements during the crisis. This is also some-

what confirmed in the time sensitivity analysis where the second-period portfolios for a majority of 

the cases performed better than the first-period portfolios. In sum, the impact of these uncontrollable 

factors on whether sub-portfolios generate large positive returns or not is profound.  

Thirdly, the portfolio design affects the results in terms of the i) equally-weighting of the portfolios, 

ii) reinvestment of proceeds in the market, iii) number of campaigns in the portfolio, and iv) entry 

timing into campaign positions. A choice was made to equally-weight the portfolio but not to re-

balance frequently. The results would likely have been remarkably different if the portfolio was 

weighted according to size and if rebalancing of positions was done monthly, weekly, or even daily. 

However, Becht et al. (2009) find larger returns for free riders that do not rebalance according to 

activist stakes, but instead hold until fund end, indicating that our choice to not rebalance is essentially 

one of the largest drivers of the large returns. Furthermore, the proceeds of exited campaigns was 

allocated to the STOXX Europe 600 index, but a choice to allocate proceeds to the risk-free assets 

could also have been made, thereby diversifying the portfolio and adjusting for risk. However, the 

choice of investing in the market was deliberate to best reflect an equity investment fund. 
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The number of equities invested in the overall portfolios are remarkably larger than the sub-portfolios, 

highlighting the apparent relationship between the total number of equities included and the volatility 

of the portfolio. On the one hand, this confirms a diversification benefit leading to less risky portfo-

lios. On the other hand, one would assume that the more stocks you hold, the more the returns will 

reflect the overall market. Yet the overall portfolios outperform the sub-portfolios because the initial 

investment of EUR 100M is put to better use in activist campaigns than in the market due to the 

higher return on campaign positions. Hence, as more capital is allocated to the market index instead 

of being put to use in activist campaigns, the portfolios perform worse. Had we set up a lower 

weighting cap, i.e. accepting larger investments in the individual campaigns, then less capital would 

be allocated to the market index and the sub-portfolios would be able to generate higher returns. 

Ultimately, all choices regarding when to start, end, and handle the overall portfolio and positions 

have affected the outcome and results. As such, had the fund closed in late 2016 instead of 2017, the 

Reputable Activists sub-portfolio would have outperformed the overall 750-day portfolio. Further-

more, it can be questioned whether the shadow activist can buy into the stock the day after announce-

ment or if a few weeks of analytical work are needed to determine the discrepancy between the stock 

price and the fundamental value (Johansson, 2018). However, as shown in the section 6.2, the entry 

timing is essential to reap the extended benefits of activism, and with the overall portfolios requiring 

little to no screening, we generally assess this feature of the portfolio design to be realistic.  

As highlighted in section 3.3, the main incentive behind a shadow portfolio strategy is the exposure 

to the potential upside from activism while avoiding the large costs associated with instigating it. 

While having incorporated the bid-ask spread and trading fees as in the construction of the portfolios, 

other costs not directly associated with the trading of the equities exist for the shadow investor, mainly 

related to the employment of a portfolio manager. Even though the construction of sub-portfolios 

took the ease of screening for the characteristics into account, the overall portfolios largely benefit 

from requiring little to no screening. This implies two things; i) the simulation model assumptions 

hold because the shadow investor realistically can invest on the day of announcement, and ii) the 

labor costs associated with screening the campaigns are minimized. The costs faced by a shadow 

investor are remarkably lower than those of the actual activist, and certainly low enough for the fund 

to generate a high profit on the shadow portfolios. Using the average salaries of portfolio managers 

in Europe the total salary is estimated to EUR 3.37 million over the lifetime of the fund  (Bagley, 

2017) – not even remotely close to undermining the positive HPR of the shadow portfolios. In con-

trast, an activist faces the same salary costs, if not higher, due to the need for more employees, and 
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an additional campaign cost that previous scholars have questioned whether is small enough to be 

covered by the stock appreciation (see section 3.1.3). As such, the theoretical incentives for invest-

ment funds to shadow activists are confirmed, reaping high upsides at trivial costs.  

8.3 Contributions to Knowledge and Practice 

8.3.1 Contributions to Literature 

Firstly, this thesis contributes to the existing body of literature by conducting a large-scale sample 

empirical analysis of shareholder activism in Europe. As outlined in the empirical review, an abun-

dance of literature covers the US, and of the five identified papers with a European focus, only two 

are pan-European, of which Croci (2007) only focuses on corporate raiders (Becht et al., 2010; Croci, 

2007). Most of the European studies either only focus on the UK or on one single activist identity, 

making it difficult to generalize the results across countries and institutions (Becht et al., 2009; 

Buchanan et al., 2012; Filatotchev & Dotsenko, 2015). Hence, this study addresses this by studying 

a more widespread activism. Secondly, this thesis provides a valuable contribution by including 

newer campaigns from 2017 as well as a broad time scope, with the first campaign announcement in 

1998. As the engagement arena has evolved dramatically since the first studies on shareholder activ-

ism emerged, this study gives the ability to quantify this development, as well as pointing toward 

what the most current state of activism looks like. Thirdly, this study is the first of its kind to use the 

Fama-French five-factor model and to include a plethora of different return measures, models, and 

time horizons. Hence, by including several methodologies we point toward which findings are based 

on the methodology applied as well as which findings are robust across methodologies, i.e. being 

truly generalizable. Lastly, this study provided cross-sectional analyses across characteristics of the 

target, activist, campaign, and external environment, thereby providing a comprehensive picture of 

what drives returns and what does not.  

8.3.2 Practical Implications 

This thesis has several practical implications for shareholders, activists, portfolio managers, and in-

dividual market participants. Going forward, the public should not accept the validity of the frequent 

assertions that activist interventions are costly to firms and their shareholders in the long term. Rather, 

activism has positive wealth implications for shareholders both in the short and long term, and as an 

investor, it is possible to piggyback on activist efforts by a simple screening of campaign announce-

ments. However, an important contribution for practitioners is also that although shareholder activism 
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as a whole may be a solid investment strategy that generates large returns, the picture on what drives 

this performance in the long term is unclear. Hence, a semi-passive approach of investing in all ac-

tivist stocks is preferable to a more active stock-picking approach.  

With the creation of several shadow portfolios, we further ignite the debate on active vs. passive 

investing, having proved that our shadow portfolios outperform the market. Passive investments 

tracking indices have experienced a surge in capital, and as actively managed funds generally have 

higher costs than their passively managed counterparts do, as a result from the higher use of managers 

and frequent trading, the argument of superiority of passive management holds (Bloomberg, 2017; 

Finanstilsynet, 2017). However, active funds can satisfy the demand for niche products such as a 

shadow activist investment strategy. Although 90% of active stock managers failed to beat their index 

targets over the previous one-, five-, and ten-year periods, the pouring of capital into indices will 

create opportunities for those investors who can spot the right securities (Ibid.). Ideally, passive and 

active strategies do not have to be mutually exclusive. In fact, a combination of “active indexing” 

would lower costs and broaden exposure as well as seek an alpha higher than investing in a simple 

index. Customized benchmarks can be set up by international index providers, yet this is costly 

(Finanstilsynet, 2017). Therefore, a partially active fund based on the screening of activist campaigns, 

may prove fruitful in providing excess returns relative to investing in a passive fund. We offer a 

simple and low-effort based methodology of doing so with a partially active shadow portfolio track-

ing the announcement of activist campaigns. However, while there are several databases that can be 

used to track activist events in the US, it becomes problematic in Europe, if the activist is not a US 

hedge fund, since access to diversification of campaigns may be comprised due to database biases. 

Europe is composed of a wide variety of different countries and media systems, and consequently 

applying large media sources such as Bloomberg, Lexis-Nexis, or Thomson One Banker would likely 

only capture the largest campaigns.  

Although a shadow portfolio approach seems profitable, it is also argued that if an investor does not 

understand the underlying company then investing alongside an activist is just gambling (Light, 

2011). Additionally, a large drawback to the creation of the shadow portfolios in this study is that 

portfolios were created ex post, and hence, cannot be a guarantee for future performance. This actu-

ally favors a more active investment strategy of investing in certain sub-portfolios, rather than just 

investing in the overall shadow portfolio. For investment funds with a limit to the number of equities 

to invest in, a portfolio manager still has to perform a fundamental analysis, to understand the nor-

malized earnings potential of the company and how it is priced in the market (Johansson, 2018). 
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9 Validity and Reliability 

The principle of validity is a cornerstone of the scientific method. Consequently, to draw any infer-

ences from the results of this study its validity and reliability must be tested. 

Most empirical research in the field of shareholder activism in Europe is limited to the degree of 

obtainable data, clearly exhibiting availability biases, as is the case for this study. This study sought 

to expand the European sample by identifying campaigns from two databases; however, human judg-

ment was also included when collecting qualitative characteristics for the campaigns, decreasing re-

liability. Nonetheless, a sample covering a larger geographical scope and different macro-economic 

periods further strengthens the reliability of the findings. 

Despite the limitations inherent in the identification of any sample of shareholder activism, this study 

sought to resolve other limitations present in previous research by including multiple models for ab-

normal and risk-adjusted return calculations, thereby increasing the robustness of the results. How-

ever, as is the case for any empirical research, this implies that the results of this study are subject to 

the limitations or variations to the models’ assumptions. The choice of using pre-event estimated 

parameters could especially result in biased returns if the model parameters are not stable, which is 

likely as activist targets often show poor performance pre-targeting (Nelson, 2006). More specifi-

cally, estimating the parameters using pre-event returns results in market model alphas that are sig-

nificantly negative, leading to a positive bias when calculating abnormal returns, which in the worst 

case implies a type I error, i.e. a false positive. Furthermore, as was mentioned in section 5.2.2, event-

clustering biases the BHAR approach, why findings should be interpreted cautiously, as type I errors 

are more likely to occur. 

As the statistical tested used in this study rely on the assumption of a normal distribution to yield 

correct inferences, this assumption was tested across return measures and time horizons. As is appar-

ent in appendix 11, the normality assumption is upheld for several event windows; however, for some 

windows the assumption is violated. Robustness of results, was also checked for implicitly with the 

cross-sectional analyses of firm size and macro-economic periods, and the results were still found to 

be significant, cementing the reliability of findings. Furthermore, returns were winsorized, excluding 

the 1st and 99th percentile of the sample, to exclude possible outliers, and returns were still found to 

be significant (see appendix 22).  



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 115 

Lastly, this thesis contributed with the empirical testing of a number of factors which shadow activists 

can screen for, but it ought not be interpreted as one exhaustive and unified model of the determinants 

of campaign performance. The robustness of the findings for the shadow portfolio was checked by 

splitting the portfolio into smaller sub-periods and the results were found to be robust (see appendix 

20). The concerns of endogeneity are important for the findings of this study. Correlation does not 

imply causation, hence, it is possible that confounding variables related to the performance of targets 

exist. However, robustness of the cross-sectional analyses was performed by running multivariate 

regressions with additional factors, but none had statistically significant results. Thus, the chosen 

results were interpreted to hold the strongest evidence of structural validity. 

In conclusion, we deem the validity of our findings high, since robustness checks have been con-

ducted routinely to help identify any misspecifications. Moreover, the results have been cross-

checked with results in previous literature and found to be consistent with these. 
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10  Conclusion 

In researching whether shareholder activism in Europe generates positive abnormal returns and how 

other equity funds can shadow this to their own benefit, this study uses a sample of Western European 

campaigns launched between 1998 and 2017, capturing the structural development of shareholder 

activism over two decades. Empirics were studied rigorously and addressed explicitly, not only in the 

assigned sections but also throughout the thesis, and constituted a substantial part of the choice of 

models and creation of hypotheses. 

Shareholder activism has come to encompass the use of ‘voice’ by dissatisfied shareholders, initially 

an American phenomenon, but recently also widely spread in Europe. More specifically it has become 

an investment strategy used by institutional investors and mainly hedge funds, utilizing different tac-

tics to maximize shareholder wealth ranging from non-proposal pressure to proxy fights. Theory sug-

gests that activism limits managerial divergence, correcting breakdowns in the governance system, 

while providing the benefit to the activist in form of stock price appreciation. With multiple govern-

ance regimes in Europe, institutional conditions affect both the need, occurrence and ease of activism, 

with the Anglo-American governance regime offering attractive conditions for activist intervention.  

For part I of the analysis, this study finds large-sample evidence that shareholder activism has positive 

short-term valuation effects, by generating both positive buy-and-hold and cumulative abnormal re-

turns when applying the simple market-adjusted, CAPM, and Fama-French five-factor models of 

abnormal returns, all significant at the 1% level. For the short-term cross-sectional analyses, cam-

paigns supporting M&A activity and campaigns targeting small-cap firms especially generate large 

positive abnormal returns. These results are robust across event windows. Surprisingly, although 

campaigns led by reputable activists and campaigns within the Anglo-American governance regime 

show large and significant one- and two-day returns, the results become inconclusive for the 40- and 

60-day windows. For long-term performance of the total sample, a pattern of ambiguity between 

measures and models persists with significant positive abnormal buy-and-hold returns prevailing for 

all models except the simple-market adjusted model. Similarly, the long-term cross-sectional analyses 

show inconclusive results. However, quite clearly high dividend growth and strategy-oriented cam-

paigns generate high abnormal returns. These inconclusive long-term findings underline how event 

studies are highly sensitive to metrics applied as well as raises the question of causation between 

shareholder activism, the identified drivers and stock returns in the long term.  
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For part II of the analysis, shadow portfolios were created, aimed at applying the findings of part I 

to guide equity funds in their quest for returns. More specifically, this study draws attention to the 

opportunity that exists for active managers in creating a portfolio offering the same exposure activists 

have, but without the constraints and costs. The back-tested shadow portfolios consisting of all activ-

ist campaigns in Europe from 2006-2017 outperform all market indices. The overall portfolio with 

the shortest holding period of 125 trading days of campaign equities outperforms portfolios with 

longer holdings periods, generating a return of 659.60% over the total fund life with a Sharpe Ratio 

of 0.9260. A negative relationship between return and holding period exists, due to the effect of com-

pounding being larger for portfolios with less overlap of campaigns. The cross-sectional analyses 

from part I motivated the creation of certain sub-portfolios where a shadow activist would have to 

screen for various criteria. The results from the sub-portfolios show that from a risk-adjusted point of 

view, the sub-portfolios screening for campaigns i) targeting firms in Anglo-American governance 

regime, ii) led by reputable activists, iii) targeting firms in high-performing industries, iv) not solely 

demanding governance changes, and vi) sponsored by other types of activist than hedge funds all 

outperform their respective mirror sub-portfolios. Interestingly, the sub-portfolios underperform the 

overall portfolio in terms of absolute returns; however, the risk-adjusted return is higher for the An-

glo-American, High-Performance Industries, Other Activist Types and Reputable Activist sub-port-

folios, ultimately providing a high return investment strategy for a more risk averse fund.  

In conclusion, this study provides a holistic understanding of shareholder activism in Europe by un-

covering the abnormal returns activists generate when intervening with their targets. Hence, we can 

conclude that activist campaigns in Europe lead to superior target stock returns in the short-term, yet 

findings are inconclusive for the long term. By testing a plethora of explanatory drivers to abnormal 

returns, this research provides an extension of the current body of literature on the topic both in terms 

of application of multiple models, geographical scope and time period. Lastly, the practical implica-

tions of this research manifested itself with the construction of self-composed shadow portfolios, 

offering a viable investment strategy for equity funds to pursue. 
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11  Future Research 

This section considers further areas of research that could be conducted in extension of this study to 

build on its findings and improve its validity and reliability. Extensive risk-adjustments were made 

to returns, yet for event studies the models can still be deemed inadequate. Hence, it would be inter-

esting to further include test statistics based on assumptions of non-normality, as well as apply dif-

ferent methodologies, such as the calendar-time approach, which circumvents event-clustering and 

post-event changes in firm risk (Nelson, 2006; Bessler et al., 2015). The CTP approach could provide 

a different perspective on the link between the performance analyses and shadow portfolios, as it 

allows assessment of the conjecture that activists simply possess stock picking skills.  

With the growing impact of shareholder activism in other markets than the US, a possibility of ex-

panding research to new geographical areas such as Eastern Europe and Asia exists (Becht et al., 

2017). Moreover, there is a need for a systematic analysis of the competencies and tactics of activists 

in Europe as well as the intra-country differences within Europe, as this study highlights the im-

portance of heterogeneity in examining and interpreting the effects of shareholder activism. Building 

on the evidence found from the activist origin decomposition, which showed slight advantage and 

higher returns of domestic European activists, it would be interesting to examine the network effects 

of shareholder activism. It would also be relevant to study private forms of activism, as Europe ex-

hibits a more collaborative environment, which is not captured in public disclosures. The occurrence 

of private negotiations in Europe has been found extensive yet under-researched (Becht et al., 2010; 

Becht et al., 2009), emphasizing the need for further research on this area.  

Provided higher availability, data on the long-term operational performance of targets would be a 

powerful extension to this study. Hence, although cross-sectional analyses have been made according 

to operational performance measures and their development, it would be interesting to see if the pos-

itive abnormal returns are a result of changes in earnings or merely a correction of the market price 

of the stock. The operational performance would need to be compared to industry benchmarks to 

detect abnormal improvements and would point toward whether shareholder activists catalyze real 

change or simply are a market phenomenon. Lastly, this research begs the critical question whether 

it is a better strategy to piggyback on activist investors rather than being an activist. Hence, research 

investigating the cost structures of managing a completely active vs. a semi-active shadow portfolio 

is warranted, as this study has put emphasis on the return potential. 
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Appendix 3: Abbreviations 

- AUM: Assets Under Management 

- BHAR: Buy-and-Hold Average Return 

- CAGR: Cumulative Annual Growth Rate 

- CAPM: Capital Asset Pricing Model 

- CAR: Cumulative Average Return 

- CalPERS: California Public Employees’ Retirement System 

- CMA: Conservative Minus Weak 

- CII: Council of Institutional Investors 

- CTP: Calendar-Time Portfolio 

- EGM: Extraordinary General Meeting 

- ES: Expected Shortfall 

- FF: Fama-French five-factor model 

- HFRXACT Index: Hedge Fund Research’s Activist Index 

- HML: High Minus Low 

- HUKFF: Hermes UK Focus Fund 

- Market cap: Market capitalization  

- Mkt: Simple market-adjusted model 

- NXSHACT Index: Natixis Activist Equity Index 

- pp: percentage points 

- RMW: Robust Minus Weak 

- ROA: Return on Assets 

- ROE: Return on Equity 

- ROS: Return on Sales 

- SEC: Securities and Exchange Commission 

- SMB: Small Minus Big 

- Std. Dev.: standard deviation 

- SXXP Index: STOXX Europe 600 Index 

- TIAA-CREF: Teachers Insurance Annuity Association – College Retirement Equities Fund 

- UKX Index: FTSE 100 Index 
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Appendix 4: Glossary 

- 13D filing: The SEC requires an investor to file a disclosure statement on Schedule 13D 

within 10 days after acquiring 5% of a company's outstanding shares 

- 14-8a rule: Requiring that firms include in their proxy materials shareholder proposals and 

are to be presented for vote at the annual meetings 

- Activist identity: Type of institution or other shareholder the activist is 

o Corporation: Public or private company that is usually in the same industry as the 

target company of the campaign. A corporation is not typically an activist. This usually 

occurs when a corporation is attempting to take over another company whether via a 

proxy fight or hostile tender offer. 

o Hedge Fund: A fund that uses derivative securities and is extremely risky. Typically, 

these companies are very secretive about their investments. Includes funds that use 

puts, calls, margins, and shorts, often as "hedges" to reduce risk. 

o Individual: The activist is an individual or family. 

o Investment Adviser: If an investment firm does not have the majority of its invest-

ments in mutual funds and is not a subsidiary of a bank, brokerage firm, or insurance 

company, then the firm is considered an Investment Advisor. An Investment Advisor 

provides investment advice and manages a portfolio of securities. 

o Labor Union: The activist is a labor union including labor union pension funds. 

o Mutual Fund: An investment firm with the majority of its investments in mutual 

funds. A mutual fund raises money from shareholders and reinvests the money in se-

curities. 

o Other Institution: Other institutional investors not already categorized. Includes Ar-

bitrage, Bank Management Division, Broker, Broker/Investment Bank Asset Manage-

ment, Fund Distributor, Foundation/Endowment, Holding Company, Insurance Com-

pany, Insurance Management Division, Corporate Pension Fund, Private Banking 

Portfolio, and Venture Capital Firms. 

o Other Stakeholder: Other non-individual and non-institutional investor entities such 

as ESOPs, venture capital, private equity firms and other investment firms not catego-

rized as an institution by FactSet LionShares. 

o Public Pension Fund: A fund established by a state or local government to pay the 

benefits of retired workers. 
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o Unnamed Shareholder: Shareholders unnamed by Thomson One Banker. 

- Campaign demands: The specific corporate governance or value related demands made by 

the activist(s). 

o Asset Sale: Request to sell off asset, including business units and divisions 

o Breakup Company: Wish to break up company in unspecified manner 

o Divestitures: Liquidation, Spinoff, Asset Sale, Breakup Company 

o ESG: Social, environmental or governance/political issues 

o Liquidation: Push for bringing business to an end and distributing assets to claimants 

o Oppose M&A Activity: Pushing for higher price of takeover, pushing for lower price 

on acquisition, opposing deal terms, and/or opposing the deal all together 

o Other Capital Structure Related: Increase leverage, refurbish debt, repayment of 

debt etc. 

o Other Governance Enhancements: Voting rights structure, Governance Agreement 

considerations, transparency in relation to auditing and reporting etc. 

o Other Strategy Considerations: Other considerations such as change of company 

name or change of company headquarter etc. 

o Other: ESG, or other governance enhancements 

o Remove & Appoint Directors 

o Remove & Appoint Officers 

o Remuneration: Relates both to management and the board 

o Return Cash via Dividends/Buybacks: Relates to recapitalization with stock issu-

ance, dividends or a stock buyback 

o Review Strategy: Market entry considerations, cost-cutting, top-line growth, change 

of company name 

- European target: Activist target head-quartered and listed in Western Europe 

- Glass-Steagall Act: Law passed by the US Congress in 1933, prohibiting banks to own equity 

directly in corporations and engage in investment banking 

- Overall campaign objective: The overall goal of the campaign initiated by the activist 

o Finance: Issues related to M&A, divestitures and capital structure. 

o Governance: Corporate governance issues. Includes a call to declassify the board, 

remove poison pill, elect activist selected directors, or fire company officer or board 



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 133 

member. Also applies to activism that targets issues of board or executive compensa-

tion, corporate fraud or lack of transparency. 

o Strategy: Critique of excess diversification, the level of investment in some business 

lines or poor operating strategy at target. 

o Other: When intent is classified as other shareholder maximization.  

- Primary campaign type: Breakdown of overall campaign objective into type of campaign 

o Capital: Other Capital Structure Related 

o M&A: Oppose or support M&A Activity 

o Management & Board: Remove & appoint directors or officers, or remuneration 

o Other Shareholder Maximization: Unspecified campaign objective, type, and de-

mands other than explicit intention to increase shareholder value 

o Payout policy: Return cash via dividends/buybacks 

o Review Strategy: Review strategy or other strategy considerations 

o Spinoff: Creating an independent company through the sale or distribution of new 

shares of an existing business or division of a parent company 

o Support M&A Activity: Seeking sale to third party, supporting suggested takeover, 

merger or acquisition 

- Shareholder activism: A shareholder activist is an investor who tries to change the status 

quo through ‘voice’, without a change in control of the firm. 

- Wolf pack: A loose association of hedge funds (and possibly some other activists) that stop 

just short of forming a “group” (which under US law would require disclosure under Section 

13D(3) of the Williams Act once the “group” collectively held 5% or more of any class of the 

stock of the engaged firm).  
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Appendix 5: Formulae 

Stock returns 

- BHAR: 𝐵𝐻𝐴𝑅𝑑 = ∏ (1 + 𝐴𝑅𝑖𝑡)𝑑
𝑡=1 − 1 

- CAPM: 𝑅𝑖𝑡 − 𝑅𝐹𝑡 = 𝑎𝑖 + 𝑏𝑖(𝑅𝑀𝑡 − 𝑅𝐹𝑡) + 𝑒𝑖𝑡 

- CAR: 𝐶𝐴𝑅𝑑 = ∑ 𝐴𝑅𝑖𝑡
𝑑
𝑡=1  

- FAMA:  𝑅𝑖𝑡 − 𝑅𝐹𝑡 = 𝑎𝑖 + 𝑏𝑖(𝑅𝑀𝑡 − 𝑅𝐹𝑡) + 𝑠𝑖𝑆𝑀𝐵𝑡 + ℎ𝑖𝐻𝑀𝐿𝑡 + 𝑟𝑖𝑅𝑀𝑊𝑡 + 𝑐𝑖𝐶𝑀𝐴𝑡 + 𝑒𝑖𝑡 

- Raw: 𝑅𝑖𝑡 = 𝑝𝑡−𝑝𝑡−1
𝑝𝑡−1

 

- Simple market-adjusted: 𝐴𝑅𝑖𝑡 = 𝑅𝑖𝑡 − 𝑅𝑀𝑡 

Operational 

- Dividend payout ratio: Div payout ratio (%) = 𝑌𝑒𝑎𝑟𝑙𝑦 𝑑𝑖𝑣𝑖𝑑𝑒𝑛𝑑 𝑝𝑎𝑖𝑑
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

 

- Gross margin: Gross margin (%) = 𝑅𝑒𝑣𝑒𝑛𝑢𝑒−𝐶𝑜𝑠𝑡 𝑜𝑓 𝐺𝑜𝑜𝑑𝑠 𝑆𝑜𝑙𝑑
𝑅𝑒𝑣𝑒𝑛𝑢𝑒

 

- Leverage: Leverage (%) = 𝑆ℎ𝑜𝑟𝑡 𝑎𝑛𝑑 𝑙𝑜𝑛𝑔 𝑡𝑒𝑟𝑚 𝑑𝑒𝑏𝑡
𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦

 

- Profit margin: Profit margin (%) = 𝐸𝐵𝐼𝑇𝐷𝐴
𝑅𝑒𝑣𝑒𝑛𝑢𝑒

 

- Return on Assets: ROA (%) = 𝐸𝐵𝐼𝑇𝐷𝐴
𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠

 

- Tobin’s Q: Tobin′s Q = 𝑀𝑉 𝑜𝑓 𝑡𝑜𝑡𝑎𝑙 𝑒𝑞𝑢𝑖𝑡𝑦+𝐵𝑉 𝑜𝑓 𝑡𝑜𝑡𝑎𝑙 𝑑𝑒𝑏𝑡
𝐵𝑉 𝑡𝑜𝑡𝑎𝑙 𝑒𝑞𝑢𝑖𝑡𝑦+𝐵𝑉 𝑜𝑓 𝑡𝑜𝑡𝑎𝑙 𝑑𝑒𝑏𝑡

 

Shadow Portfolios 

- Annualized returns: 𝐴𝑛𝑛𝑢𝑎𝑙𝑖𝑧𝑒𝑑 𝑟𝑒𝑡𝑢𝑟𝑛 = (1 + 𝐻𝑃𝑅)
1
𝑌 − 1 

where Y is the total investment horizon measured in years and HPR is the holding period 

return over the total investment horizon given by 𝐻𝑃𝑅 = 𝐸𝑛𝑑𝑖𝑛𝑔 𝑉𝑎𝑙𝑢𝑒−𝐵𝑒𝑔𝑖𝑛𝑛𝑖𝑛𝑔 𝑉𝑎𝑙𝑢𝑒
𝐵𝑒𝑔𝑖𝑛𝑛𝑖𝑛𝑔 𝑉𝑎𝑙𝑢𝑒

 

- Average daily returns: 𝐷𝑎𝑖𝑙𝑦 𝑟𝑒𝑡𝑢𝑟𝑛 = (𝐴𝑛𝑛𝑢𝑎𝑙𝑖𝑧𝑒𝑑 𝑟𝑒𝑡𝑢𝑟𝑛 + 1)
1

365 − 1 

- Compound Annual Growth Rate: CAGR = 𝐸𝑛𝑑𝑖𝑛𝑔 𝑉𝑎𝑙𝑢𝑒
𝐵𝑒𝑔𝑖𝑛𝑛𝑖𝑛𝑔 𝑉𝑎𝑙𝑢𝑒

1
# 𝑜𝑓 𝑦𝑒𝑎𝑟𝑠 − 1 

- ES: ES = 𝜇 +
𝑓(𝑉𝑎𝑅𝑋−𝜇

𝜎 )

1−𝑋
𝜎  

where 𝜇 is the mean loss, 𝜎 is the standard deviation of losses, X is the confidence level, and 

𝑓(𝑥) = 1
√2𝜋

𝑒−𝑥2/2 

- Sharpe Ratio: S(p) = 𝑟𝑝−𝑟𝑓

𝜎𝑝
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where rp is the expected return of the portfolio, rf is the risk free rate, and 𝜎𝑝 is the standard 

deviation of the portfolio returns 

- VaR: VaR = 𝜇 + 𝜎𝑁−1(𝑋)  

where 𝜇 is the mean loss, 𝜎 is the standard deviation of losses, and 𝑁−1(𝑋) is the inverse 

cumulative standard normal distribution over the confidence level X 
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Appendix 6: Empirical Review – Long-Term Operational Performance 

 

  

Variable Study Sample Country & Period Sample Size Activist Identity Methodology Inference

Return on Assets

Clifford (2008) US (1998-2005) 197 Hedge funds Matched sample Increase & significant

Brav et al (2008) US (2001-2006) 724 Hedge funds Matched sample Increase & significant & insignificant

Greenwood and Schor (2009) US (1993-2006) 980 Hedge funds Time series Decrease & insignificant

Boyson and Mooradian (2011) US (1994-2005) 418 Hedge funds Matched sample Positive & significant

Bebchuk et al (2015) US (1994-2007) 2040 Hedge funds Industry & FE adjusted Positive & significant

Croci (2007) Europe (1990-2001) 136 Corporate raiders Regression Insignificant

Venkiteshwaran et al. (2010) US (1995-2007) 18 Individual Matched sample Increase & insignificant

Wahal (1996) US (1987-1993) 295 Pension funds Matched sample Decrease

Del Guercio and Hawkins (1999) US (1987-1993) 266 Pension funds Matched sample Insignificant

Smith (1996) US (1987-1993) 51 Pension funds (CalPERS) Matched Sample Insignificant

Karpoff et al (1996) US (1986-1990) 583 Multiple Matched sample Insignificant

Bethel et al (1998) US (1980-1889) 244 Multiple Industry adjusted Positive & significant

Klein and Zur (2009) US (2003-2005) 132 Multiple Matched sample Decrease & significant

Buchanan et al (2012) US & UK (2000-2006) 3793 Multiple Matched sample Positive & significant

EBITDA/Sales

Brav et al (2008) US (2001-2006) 1059 Hedge funds Matched sample Increase & significant & insignificant

Del Guercio and Hawkins (1999) US (1987-1993) 266 Pension funds Matched sample Insignificant

Karpoff et al (1996) US (1986-1990) 583 Multiple Matched sample Decrease & not significant

Sales Growth

Karpoff et al (1996) US (1986-1990) 583 Multiple Matched sample Negative & significant

Buchanan et al (2012) US & UK (2000-2006) 3793 Multiple Matched sample Negative & significant

Tobins Q

Boyson and Mooradian (2011) US (1994-2005) 418 Hedge funds Matched sample Positive & significant

Bebchuk et al (2015) US (1994-2007) 2040 Hedge funds Industry & FE adjusted Positive & significant

Dividend payout ratio

Brav et al (2008) US (2001-2006) 1059 Hedge funds Increase & significant

Greenwood and Schor (2009) US (1993-2006) 980 Hedge funds Time series Increase & significant

Venkiteshwaran et al. (2010) US (1995-2007) 33 Individual Matched sample Increase & insignificant

Klein and Zur (2009) US (2003-2005) 132 Multiple Matched sample Increase & significant

Capital Expenditures

Greenwood and Schor (2009) US (1993-2006) 18 Hedge funds Time series Decrease & significant

Klein and Zur (2009) US (2003-2005) 132 Multiple Matched sample Decrease & significant for ent. activists

Buchanan et al (2012) US & UK (2000-2006) 3793 Multiple Matched sample Negative & insignificant

Leverage

Brav et al (2008) US (2001-2006) 1059 Hedge funds Increase & insignificant

Greenwood and Schor (2009) US (1993-2006) 980 Hedge funds Time series Increase

Venkiteshwaran et al. (2010) US (1995-2007) 33 Individual Matched sample Decrease & insignificant

Klein and Zur (2009) US (2003-2005) 132 Multiple Matched sample Increase & significant

Buchanan et al (2012) US & UK (2000-2006) 3793 Multiple Matched sample Increase & significant

Cash

Clifford (2008) US (1998-2005) 197 Hedge funds Matched sample Decrease & significant

Klein and Zur (2009) US (2003-2005) 1003 Multiple Matched sample Decrease & significant
Source: Authors

APPENDIX 6: EMPIRICAL REVIEW - LONG-TERM OPERATIONAL PERFORMANCE
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Appendix 7: Market Indices Applied in Simple Market Model and CAPM 

All indices are downloaded from Bloomberg and their respective tickers are indicated in parentheses. 

- London Stock Exchange (ASX Index) 

- Copenhagen Stock Exchange (KAX Index) 

- Oslo Stock Exchange (OSEAX Index) 

- Madrid Stock Exchange (MADX Index) 

- Euronext Brussels (BELPRC Index) 

- Euronext Paris (CAC Index) 

- Euronext Lisbon (BVLX Index) 

- Euronext Amsterdam (AAX Index) 

- Helsinki Stock Exchange (HEXY Index) 

- Stockholm Stock Exchange (SAX Index) 

- Vienna Stock Exchange (ATX Index) 

- SIX Swiss Exchange (SMI Index) 

- Xetra – Frankfurt Stock Exchange (DAX Index) 

- Italy Stock Exchange (ITLMS Index) 

- Ireland Stock Exchange (ISEQ Index) 

- Luxembourg Stock Exchange (LUXXX Index) 

- Athens Stock Exchange (ASE Index) 
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Appendix 8: Countries Included in Fama-French European Five-Factor Returns 

The European Fama-French five-factor returns are composed of returns of publically listed compa-

nies in the below countries, which is a 1-1 match with the countries in our activist sample 

- Austria 

- Belgium 

- Switzerland 

- Germany 

- Denmark 

- Spain 

- Finland 

- France 

- Great Britain 

- Greece 

- Ireland 

- Italy 

- Netherlands 

- Norway 

- Portugal 

- Sweden 
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Appendix 9: List of Reputable Activists 

To classify whether the individual campaigns in our sample were led by reputable activists we con-

structed the following list of reputable activists using four sources: i) the Top Activist Investors List 

by Carried In (Carried Interest, 2017), ii) the Activist Investing Annual Review 2018 by Activist In-

sight (Activist Insight, 2018), iii) the Sullivan and Cromwell Fortune 100 campaigns (Sullivan & 

Cromwell LLP, 2016) and, iv) the classification by Boyson & Mooradian (2012). 

 

Active Ownership Capital MHR Fund Management
Amber Capital Nanes Balkany Partners
Barington Capital Group Perry Capital
Baupost Group Pershing Square Capital Management
Blue Clay Capital Management Polygon Investment Partners
Blue Harbour Group Quantum Pacific Capital
BlueMountain Capital QVT Financial
Bolloré Group Red Mountain Capital Partners
Breeden Capital Management Sachem Head Capital Management
Buffett Partnership Limited Sandell Asset Management
Bulldog Investors Sarissa Capital Management
Cartica Management Sherborne Investors Management
Casablanca Capital SpringOwl Asset Management
Cevian Capital Standard General
CIAM Starboard Value
Corvex Management TCI Fund Management
Elliott Management Corporation Teleios Capital Partners
Engaged Capital Third Point
Engine Capital TPG-Axon Capital Management
ESL Investments TRB Advisors
FrontFour Capital Tracinda Corporation
Graham-Newman Corporation Trian Fund Management
Greenlight Capital ValueAct Capital Management
H Partners Management Voce Capital Management
Icahn Associates Corp. West Face Capital
Ides Capital Management WSD Capital Management
JANA Partners Wyser-Pratte Management Company
Knight Vinke Asset Management The Yucaipa Companies
Legion Partners Oasis management
Lion Point Capital Allan Gray
Lone Star Value Management Fairholme Capital Management
Mantle Ridge Southeastern Asset Management, Inc.
Marcato Capital Management Paulson & Co., Inc
MFP Investors

APPENDIX 9: LIST OF REPUTABLE ACTIVISTS
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Appendix 10: Economic Growth and Recession Periods 

Recession and Economic growth periods where defined by using GDP growth (World Bank, 2018) 

as a lagging indicator and STOXX Europe 600 growth as a leading indicator. Applying the definition 

of two consecutive periods with negative growth for both indicators we arrive at the classification. 

 

  

Year GDP Growth (lagging indicator) Stoxx 600 Growth (leading indicator)
1998 Economic Growth Economic Growth
1999 Economic Growth Economic Growth
2000 Economic Growth Economic Growth
2001 Economic Growth Recession
2003 Economic Growth Economic Growth
2004 Economic Growth Economic Growth
2005 Economic Growth Economic Growth
2006 Economic Growth Economic Growth
2007 Economic Growth Economic Growth
2008 Recession Recession
2009 Recession Recession
2010 Economic Growth Economic Growth
2011 Economic Growth Economic Growth
2012 Economic Growth Recession
2013 Economic Growth Economic Growth
2014 Economic Growth Economic Growth
2015 Economic Growth Economic Growth
2016 Economic Growth Economic Growth
2017 Economic Growth Economic Growth

APPENDIX 10: ECONOMIC GROWTH AND RECESSION PERIODS
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Appendix 11: Normality Tests  
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Appendix 12: Descriptive Statistics – Operational Development 

 

All measures are reported as decimals

Measure Statistic Year 0 Year 1 Year 2 Year 3
Ratios

Gross Margin Mean -0.039 0.007 -0.214 -0.137
Median 0.111 0.108 0.114 0.123
Std dev 6.511 5.770 6.170 2.609
N 274 236 195 151

Profit Margin Mean -0.142 -0.151 -0.287 -0.171
Median 0.025 0.025 0.023 0.032
Std dev 42.106 42.710 5.848 4.382
N 302 265 214 164

Return on Assets Mean 0.024 0.012 0.029 -0.014
Median 0.047 0.041 0.040 0.044
Std dev 0.163 0.231 0.108 2.558
N 287 246 203 160

Tobin's Q Mean 0.014 0.014 0.015 0.016
Median 0.012 0.012 0.012 0.012
Std dev 0.987 0.843 0.880 5.184
N 315 269 217 171

Free Cash Flow
Dividend Payout Ratio Mean -0.012 0.833 0.154 0.150

Median 0.000 0.000 0.000 0.000
Std dev 3.913 6.439 4.286 1.107
N 302 256 211 166

Leverage Ratio Mean 1.146 1.388 1.036 0.911
Median 0.558 0.605 0.551 0.479
Std dev 2.426 3.241 2.235 2.095
N 314 272 222 171

Source: Authors

TABLE 7: OPERATIONAL STATISTICS - STATIC
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Appendix 13: Additional Short-Term Event Windows 

 

  

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window Raw Mkt CAPM FF Raw Mkt CAPM FF
Mean 0.021*** 0.020*** 0.020*** 0.020*** 0.022*** 0.020*** 0.020*** 0.021***
Median 0.008 0.008 0.009 0.009 0.007 0.008 0.008 0.008
St. dev. 0.084 0.084 0.078 0.080 0.084 0.085 0.079 0.081
N 373 373 363 338 373 373 363 338
Mean 0.028*** 0.026*** 0.026*** 0.027*** 0.028*** 0.026*** 0.026*** 0.027***
Median 0.011 0.011 0.011 0.013 0.010 0.011 0.011 0.012
Std. dev. 0.096 0.097 0.092 0.093 0.098 0.099 0.095 0.096
N 373 373 363 338 373 373 363 338
Mean 0.026*** 0.024*** 0.027*** 0.025*** 0.027*** 0.025*** 0.026*** 0.026***
Median 0.021 0.015 0.015 0.011 0.018 0.014 0.017 0.011
Std. dev. 0.128 0.127 0.125 0.127 0.125 0.126 0.125 0.127
N 373 373 362 336 373 373 362 336
Mean 0.040*** 0.032*** 0.036*** 0.033*** 0.043*** 0.034*** 0.04*** 0.037***
Median 0.028 0.022 0.024 0.018 0.026 0.018 0.023 0.016
Std. dev. 0.167 0.163 0.170 0.168 0.171 0.168 0.187 0.181
N 373 373 362 335 373 373 362 335
Mean 0.045*** 0.035*** 0.042*** 0.035*** 0.046*** 0.034*** 0.046*** 0.038***
Median 0.036 0.025 0.032 0.016 0.031 0.021 0.028 0.011
Std. dev. 0.179 0.172 0.187 0.182 0.176 0.168 0.198 0.189
N 373 373 362 334 373 373 362 334
Mean 0.042*** 0.033*** 0.043*** 0.041*** 0.031*** 0.045*** 0.035*** 0.035***
Median 0.020 0.016 0.026 0.017 0.012 0.020 0.007 0.010
Std. dev. 0.167 0.161 0.178 0.172 0.163 0.190 0.175 0.170
N 373 373 360 373 373 360 325 325
Mean 0.029*** 0.023*** 0.030*** 0.024*** 0.028*** 0.021*** 0.031*** 0.025***
Median 0.015 0.015 0.014 0.002 0.012 0.011 0.011 -0.001
Std. dev. 0.147 0.144 0.154 0.153 0.148 0.144 0.160 0.157
N 373 373 361 330 373 373 361 330
Mean 0.018*** 0.018*** 0.020*** 0.019*** 0.019*** 0.018*** 0.020*** 0.020***
Median 0.011 0.008 0.008 0.006 0.010 0.007 0.008 0.006
Std. dev. 0.102 0.101 0.102 0.104 0.103 0.101 0.104 0.105
N 373 373 362 336 373 373 362 336

Source: Authors

APPENDIX 13: SHORT-TERM STOCK RETURNS - ADDITIONAL EVENT WINDOWS

CAR BHAR

[-3;0]

[-1;+30]

[-1;+5]

[-3;+1]

[-5;+5]

[-10;+10]

[-15;+15]

[-1;+20]
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Appendix 14: Short-Term Cross-Sectional Analyses 

 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Financials 88 0.003 0.002 0.003 0.005* 0.003 0.002 0.003 0.005*
Consumer Services 78 0.007* 0.007* 0.007* 0.007* 0.007* 0.007* 0.007* 0.007*
Industrials 66 0.021** 0.023*** 0.025*** 0.023*** 0.021** 0.023*** 0.025*** 0.023***
Consumer Goods 38 0.009** 0.009** 0.009** 0.010** 0.009** 0.009** 0.009** 0.010**
Oil & Gas 31 0.002 0.002 0.003 0.005 0.002 0.002 0.003 0.005
Basic Materials 21 0.004 0.005 0.005 0.002 0.004 0.005 0.005 0.002
Technology 21 0.040* 0.039* 0.039* 0.041* 0.040* 0.039* 0.039* 0.041*
Health Care 18 0.013** 0.010** 0.013** 0.017*** 0.013** 0.010** 0.013** 0.017***
Utilities 6 0.046 0.033 0.039 0.054 0.046 0.033 0.039 0.054
Telecommunications 6 0.001 -0.003 -0.001 -0.008 0.001 -0.003 -0.001 -0.008
Financials 0.006** 0.004 0.005* 0.007** 0.006* 0.003 0.005* 0.006**
Consumer Services 0.022** 0.021** 0.023** 0.024** 0.023** 0.022** 0.024** 0.026**
Industrials 0.028*** 0.030*** 0.029*** 0.027*** 0.028*** 0.030*** 0.029*** 0.027***
Consumer Goods 0.014** 0.012** 0.012** 0.014** 0.014** 0.012** 0.012** 0.014**
Oil & Gas -0.002 0.001 0.000 0.004 -0.002 0.001 0.000 0.004
Basic Materials 0.012 0.014 0.013 0.006 0.011 0.012 0.011 0.004
Technology 0.050** 0.049** 0.048** 0.051** 0.050** 0.049** 0.048** 0.051**
Health Care 0.013 0.013 0.013 0.013 0.014 0.014 0.014 0.013
Utilities 0.056* 0.041 0.049* 0.077 0.054* 0.038 0.046* 0.072
Telecommunications 0.011 0.004 0.007 0.000 0.011 0.004 0.007 0.000
Financials 0.055*** 0.046*** 0.055*** 0.053*** 0.043*** 0.058*** 0.059*** 0.058***
Consumer Services 0.032* 0.018 0.050** 0.027 0.010 0.049** 0.036* 0.039*
Industrials 0.109*** 0.089*** 0.093*** 0.109*** 0.089*** 0.098*** 0.071*** 0.072***
Consumer Goods 0.085*** 0.058*** 0.051** 0.082*** 0.054*** 0.051** 0.036** 0.042**
Oil & Gas -0.058* -0.061* -0.046 -0.061** -0.063** -0.050* -0.038 -0.033
Basic Materials 0.022 0.009 0.009 0.020 0.006 0.015 -0.015 -0.017
Technology 0.017 -0.011 -0.033 0.011 -0.016 -0.035 -0.052 -0.056
Health Care 0.048 0.030 0.078** 0.040 0.021 0.073* 0.052 0.061*
Utilities 0.177** 0.160** 0.260** 0.154** 0.137* 0.257** 0.004 0.015
Telecommunications 0.031 0.052 0.070 0.028 0.054 0.073* 0.028 0.029
Financials 0.065*** 0.054*** 0.063*** 0.064*** 0.063*** 0.052*** 0.071*** 0.066***
Consumer Services 0.048** 0.027* 0.071*** 0.057** 0.037* 0.013 0.067** 0.050**
Industrials 0.119*** 0.091*** 0.097*** 0.062*** 0.110*** 0.081*** 0.096*** 0.053**
Consumer Goods 0.086*** 0.054** 0.041 0.030 0.083*** 0.049** 0.047* 0.025
Oil & Gas -0.040 -0.052 -0.024 0.000 -0.039 -0.050 -0.013 0.015
Basic Materials 0.098* 0.073 0.072 0.029 0.110* 0.083 0.112 0.042
Technology -0.003 -0.031 -0.068 -0.078 -0.005 -0.030 -0.064 -0.076
Health Care 0.079* 0.057 0.125** 0.120** 0.083 0.061 0.134** 0.119**
Utilities 0.154** 0.155** 0.299** 0.097** 0.119* 0.121** 0.299** 0.085**
Telecommunications 0.042 0.027 0.068* 0.019 0.039 0.023 0.066* 0.015

Source: Authors

APPENDIX 14.1: SHORT-TERM STOCK RETURNS ACROSS INDUSTRY

CAR BHAR
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Hedge Fund 150 0.012*** 0.013*** 0.014*** 0.012*** 0.012*** 0.013*** 0.014*** 0.012***
Other Stakeholder 62 0.017** 0.016** 0.017** 0.022** 0.017** 0.016** 0.017** 0.022**
Investment Adviser 59 0.004 0.001 -0.001 -0.001 0.004 0.001 -0.001 -0.001
Other Institution 37 0.012** 0.010** 0.012** 0.012** 0.012** 0.010** 0.012** 0.012**
Individual 24 -0.005 -0.005 0.002 0.001 -0.005 -0.005 0.002 0.001
Mutual Fund Manager 20 0.031** 0.035** 0.036** 0.038** 0.031** 0.035** 0.036** 0.038**
Corporation 7 -0.038** -0.036** -0.037** -0.018** -0.038** -0.036** -0.037** -0.018**
Public Pension Fund 5 0.014 0.011* 0.006 0.003 0.014 0.011* 0.006 0.003
Labor Union 4 0.002 0.004 0.005 -0.001 0.002 0.004 0.005 -0.001
Unnamed Shareholder 3 0.019 0.018 0.028 0.024 0.019 0.018 0.028 0.024
Hedge Fund 0.019*** 0.019*** 0.019*** 0.020*** 0.019*** 0.019*** 0.019*** 0.020***
Other Stakeholder 0.015 0.014 0.015 0.021** 0.015 0.013 0.014 0.020*
Investment Adviser 0.006 0.004 0.000 0.000 0.007 0.005 0.000 0.000
Other Institution 0.015** 0.011* 0.013** 0.016** 0.015** 0.011* 0.013** 0.016**
Individual 0.013 0.012 0.020 0.007 0.013 0.012 0.020 0.006
Mutual Fund Manager 0.076** 0.081** 0.084** 0.090** 0.079** 0.084** 0.087** 0.094**
Corporation -0.041* -0.042** -0.042** -0.021*** -0.041* -0.042** -0.042** -0.021***
Public Pension Fund 0.006 0.002 -0.004 -0.002 0.006 0.002 -0.004 -0.002
Labor Union 0.029 0.040 0.040 0.035 0.029 0.040 0.040 0.035
Unnamed Shareholder 0.029 0.031 0.026 0.015 0.029 0.030 0.026 0.014
Hedge Fund 0.042*** 0.023*** 0.025** 0.024** 0.038*** 0.019** 0.024** 0.021**
Other Stakeholder 0.014 -0.002 0.028 -0.001 0.009 -0.009 0.023 -0.005
Investment Adviser 0.045** 0.036** 0.048** 0.040** 0.042** 0.032* 0.047** 0.034**
Other Institution 0.074*** 0.063** 0.073** 0.071** 0.073*** 0.060** 0.082** 0.076**
Individual 0.102* 0.104* 0.134** 0.069 0.123** 0.124** 0.173** 0.097
Mutual Fund Manager 0.147*** 0.131*** 0.147** 0.136** 0.117** 0.099** 0.128** 0.111**
Corporation 0.119 0.078 0.113 0.139 0.120 0.076 0.122 0.161
Public Pension Fund 0.028 0.009 -0.071 0.027 0.020 0.005 -0.070 0.025
Labor Union 0.062* 0.009 0.043 -0.005 0.060* 0.007 0.043 -0.007
Unnamed Shareholder -0.106*** -0.058 0.000 -0.087* -0.117*** -0.069 -0.004 -0.089*
Hedge Fund 0.053*** 0.033*** 0.034** 0.034** 0.049*** 0.028** 0.035** 0.029**
Other Stakeholder 0.020 -0.001 0.042* 0.010 0.014 -0.007 0.038 0.006
Investment Adviser 0.041* 0.018 0.032 0.020 0.029 0.007 0.031 0.013
Other Institution 0.121*** 0.108*** 0.119** 0.130*** 0.122*** 0.105*** 0.143*** 0.141***
Individual 0.18** 0.155** 0.207** 0.110 0.222*** 0.193** 0.299** 0.172
Mutual Fund Manager 0.138*** 0.121*** 0.146*** 0.138*** 0.101** 0.083* 0.114** 0.104**
Corporation 0.087** 0.034 0.082 0.047 0.039 -0.016 0.040 0.022
Public Pension Fund 0.050 0.020 -0.102* 0.057 0.043 0.018 -0.097* 0.053
Labor Union 0.056 0.006 0.051 -0.018 0.053 0.005 0.055 -0.019
Unnamed Shareholder -0.129** -0.023 0.028** -0.084* -0.146** -0.043 0.020 -0.090**

Source: Authors

[-1;+1]

[-20;+20]

[-30;+30]
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window Raw Mkt CAPM FF Raw Mkt CAPM FF
Europe 241 0.013*** 0.013*** 0.013*** 0.014*** 0.013*** 0.013*** 0.013*** 0.014***
North America 109 0.007 0.008 0.008 0.008 0.007 0.008 0.008 0.008
Other 15 -0.016 -0.016 -0.017 -0.009 -0.016 -0.016 -0.017 -0.009
Asia 8 0.030* 0.032* 0.032* 0.038* 0.030* 0.032* 0.032* 0.038*
Europe 0.020*** 0.019*** 0.020*** 0.021*** 0.021*** 0.019*** 0.020*** 0.022***
North America 0.010* 0.011* 0.011* 0.011* 0.010* 0.011* 0.011* 0.011*
Other 0.009 0.010 0.009 -0.001 0.008 0.008 0.007 -0.002
Asia 0.033* 0.034* 0.034* 0.042* 0.033* 0.034* 0.034* 0.042*
Europe 0.049*** 0.036*** 0.050*** 0.037*** 0.047*** 0.033*** 0.051*** 0.036***
North America 0.061*** 0.043*** 0.045** 0.045*** 0.056*** 0.035** 0.044** 0.042**
Other 0.014 0.018 0.048 -0.047 0.012 0.015 0.056 -0.047
Asia 0.002 -0.023 0.018 0.040 0.003 -0.024 0.016 0.041
Europe 0.065*** 0.044*** 0.065*** 0.057*** 0.061*** 0.040*** 0.070*** 0.058***
North America 0.064*** 0.042** 0.041** 0.037** 0.056*** 0.032** 0.043** 0.029*
Other 0.092 0.098* 0.141* -0.055 0.108 0.111 0.186* -0.060
Asia -0.018 -0.039 0.011 0.002 -0.020 -0.040 0.007 0.003

Source: Authors

[-1;0]

APPENDIX 14.3: SHORT-TERM STOCK RETURNS ACROSS ACTIVIST ORIGIN

[-1;+1]

[-20;+20]

[-30;+30]

N
CAR BHAR

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Single Activist 333 0.011*** 0.011*** 0.011*** 0.012*** 0.011*** 0.011*** 0.011*** 0.012***
Wolf Pack 40 0.009 0.008 0.010 0.011 0.009 0.008 0.010 0.011
Single Activist 0.018*** 0.018*** 0.018*** 0.018*** 0.018*** 0.018*** 0.018*** 0.019***
Wolf Pack 0.009 0.007 0.009 0.015* 0.008 0.006 0.009 0.014*
Single Activist 0.048*** 0.035*** 0.046*** 0.037*** 0.045*** 0.031*** 0.047*** 0.035***
Wolf Pack 0.071** 0.045* 0.065* 0.039 0.062** 0.035 0.065* 0.037
Single Activist 0.061*** 0.042*** 0.058*** 0.046*** 0.057*** 0.038*** 0.062*** 0.042***
Wolf Pack 0.087** 0.056* 0.077* 0.055 0.080** 0.046 0.093* 0.079

Source: Authors

[-30;+30]

CAR BHAR
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Governance 188 0.005** 0.004* 0.005** 0.006** 0.005** 0.004* 0.005** 0.006**
Finance 113 0.021*** 0.022*** 0.023*** 0.020*** 0.021*** 0.022*** 0.023*** 0.020***
Governance & Finance 30 0.002 0.004 0.003 0.013** 0.002 0.004 0.003 0.013**
Governance & Strategy 14 0.032** 0.033** 0.040** 0.036** 0.032** 0.033** 0.040** 0.036**
Strategy 11 0.001 0.005 0.001 0.005 0.001 0.005 0.001 0.005
Other 6 0.012 0.009 0.008 0.007 0.012 0.009 0.008 0.007
Finance & Strategy 5 -0.023 -0.024 -0.023 -0.040 -0.023 -0.024 -0.023 -0.040
Gov. & Fin. & Strat. 5 0.006 0.004 0.003 0.006 0.006 0.004 0.003 0.006
Governance & Other 1 0.012 0.045 0.035 0.029 0.012 0.045 0.035 0.029
Governance 0.008** 0.007* 0.007** 0.008** 0.008** 0.007* 0.007** 0.008**
Finance 0.026*** 0.026*** 0.026*** 0.025*** 0.026*** 0.026*** 0.026*** 0.025***
Governance & Finance 0.029 0.031 0.033 0.046* 0.031 0.034 0.035 0.049*
Governance & Strategy 0.049*** 0.045** 0.052** 0.052** 0.050*** 0.045** 0.053** 0.053**
Strategy 0.006 0.015** 0.007* 0.012** 0.006 0.015** 0.007 0.012**
Other 0.034* 0.024 0.026 0.023 0.034* 0.024 0.026 0.023
Finance & Strategy 0.000 0.005 0.006 -0.011 -0.004 0.001 0.001 -0.015
Gov. & Fin. & Strat. 0.016 0.015 0.014 0.030** 0.016 0.015 0.014 0.030**
Governance & Other 0.004 0.087 0.061 0.047 0.004 0.089 0.062 0.047
Governance 0.005*** 0.004** 0.005*** 0.006** 0.005*** 0.004* 0.005*** 0.006*
Finance 0.021*** 0.022*** 0.023*** 0.020*** 0.021*** 0.022*** 0.023*** 0.020***
Governance & Finance 0.002** 0.004** 0.003** 0.013** 0.002** 0.004* 0.003* 0.013**
Governance & Strategy 0.032** 0.033* 0.040** 0.036** 0.032* 0.033 0.040* 0.036**
Strategy 0.001 0.005 0.001 0.005 0.001 0.005 0.001 0.005
Other 0.012 0.009 0.008 0.007 0.012 0.009 0.008 0.007
Finance & Strategy -0.023 -0.024 -0.023 -0.040 -0.023 -0.024 -0.023 -0.040
Gov. & Fin. & Strat. 0.006 0.004 0.003 0.006 0.006 0.004 0.003 0.006
Governance & Other 0.012 0.045 0.035 0.029 0.012 0.045 0.035 0.029
Governance 0.059*** 0.038*** 0.065*** 0.042*** 0.054*** 0.032** 0.071*** 0.042**
Finance 0.081*** 0.066*** 0.062*** 0.049** 0.079*** 0.065*** 0.070*** 0.049**
Governance & Finance 0.075** 0.046* 0.076** 0.083** 0.053* 0.020 0.062* 0.066*
Governance & Strategy 0.090*** 0.043 0.110** 0.115** 0.070** 0.021 0.095** 0.098**
Strategy 0.044 0.019 -0.012 -0.009 0.067 0.040 0.002 0.004
Other -0.016 0.006 -0.042 -0.021 0.000 0.019 -0.031 -0.007
Finance & Strategy 0.009 -0.016 0.028 -0.035 0.016 -0.015 0.093 -0.011
Gov. & Fin. & Strat. -0.068 -0.084 -0.093 -0.016 -0.069 -0.082 -0.074 -0.020
Governance & Other 0.103 0.019 0.131 0.123 0.082 0.009 0.127 0.116

Source: Authors

[-20;+20]

[-30;+30]
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Remove & Appoint Directors 113 0.011*** 0.010*** 0.010*** 0.012*** 0.011*** 0.010*** 0.010*** 0.012***
Two demands 50 0.009 0.011* 0.012* 0.015** 0.009 0.011* 0.012* 0.015**
Oppose M&A Activity 40 0.011** 0.009** 0.009** 0.008* 0.011** 0.009** 0.009** 0.008*
Multiple Governance 25 -0.005 -0.009 -0.003 -0.001 -0.005 -0.009 -0.003 -0.001
Support M&A Activity 21 0.064** 0.065** 0.070** 0.061* 0.064** 0.065** 0.070** 0.061*
Three or more demands 17 0.001 0.001 0.001 0.007** 0.001 0.001 0.001 0.007**
Other Gov. Enhancements 16 -0.016 -0.017* -0.016 -0.019* -0.016 -0.017* -0.016 -0.019*
Other Capital Structure Rel. 15 0.017** 0.016** 0.016** 0.016** 0.017** 0.016** 0.016** 0.016**
Review Strategy 11 0.001 0.005 0.001 0.005 0.001 0.005 0.001 0.005
Return Cash via Div./Buybacks 10 0.009* 0.010* 0.016*** 0.011** 0.009* 0.010* 0.016*** 0.011**
Spinoff 9 0.022* 0.022* 0.024* 0.025* 0.022* 0.022* 0.024* 0.025*
Breakup Company 9 0.016* 0.022*** 0.020** 0.016* 0.016* 0.022*** 0.020** 0.016*
Remuneration 9 0.005 0.003 0.002 0.000 0.005 0.003 0.002 0.000
Asset sale 6 0.002 0.004 0.004 0.003 0.002 0.004 0.004 0.003
Other Shareholder Maxim. 6 0.012 0.009 0.008 0.007 0.012 0.009 0.008 0.007
Remove & Appoint Officers 4 -0.007 -0.010 -0.009 -0.009 -0.007 -0.01 -0.009 -0.009
Multiple Divestures 4 0.017 0.016 0.019 0.014 0.017 0.016 0.019 0.014
ESG 4 0.003 0.010* 0.009* 0.006 0.003 0.010* 0.009* 0.006
Multiple Capital 2 -0.024 0.001 0.004 - -0.024 0.001 0.004 -
Management & Board 2 0.004 0.013 - 0.012* 0.004 0.013 - 0.012*
Remove & Appoint Directors 0.011** 0.009* 0.008* 0.009* 0.011** 0.009* 0.008 0.009*
Two demands 0.030** 0.033** 0.035** 0.041** 0.031** 0.034** 0.037** 0.043**
Oppose M&A Activity 0.016*** 0.015** 0.014** 0.015** 0.016*** 0.015** 0.014** 0.015**
Multiple Governance 0.009 0.003 0.007 0.009 0.009 0.003 0.007 0.009
Support M&A Activity 0.075** 0.072** 0.079** 0.073** 0.075** 0.072** 0.078** 0.073**
Three or more demands 0.013** 0.012** 0.010* 0.017*** 0.013** 0.012** 0.010* 0.017***
Other Gov. Enhancements -0.009 -0.010 -0.007 -0.011 -0.009 -0.010 -0.007 -0.011
Other Capital Structure Rel. 0.015 0.015* 0.013 0.012 0.015 0.015* 0.013 0.012
Review Strategy 0.006 0.015** 0.007* 0.012** 0.006 0.015** 0.007 0.012**
Return Cash via Div./Buybacks 0.011** 0.012** 0.020*** 0.022*** 0.011** 0.012** 0.020*** 0.022***
Spinoff 0.028** 0.035** 0.030* 0.026 0.028** 0.035** 0.030* 0.026
Breakup Company 0.015 0.015** 0.016* 0.011 0.015 0.015** 0.016* 0.011
Remuneration 0.000 0.000 -0.002 -0.005 0.001 0.000 -0.002 -0.005
Asset sale 0.015** 0.015* 0.014* 0.015* 0.015** 0.015* 0.014* 0.015*
Other Shareholder Maxim. 0.034* 0.024 0.026 0.023 0.034* 0.024 0.026 0.023
Remove & Appoint Officers 0.023 0.024 0.027 0.026 0.023 0.024 0.027 0.026
Multiple Divestures 0.004 -0.001 0.005 0.009 0.004 -0.002 0.004 0.008
ESG 0.000 0.005 0.009** 0.001 0.000 0.005 0.009** 0.001
Multiple Capital -0.024 -0.011 -0.005 - -0.024 -0.011 -0.005 -
Management & Board 0.010 0.016** - 0.019 0.010 0.016*** - 0.019

Source: Authors
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Remove & Appoint Directors 0.047*** 0.036** 0.054*** 0.034** 0.039** 0.028* 0.052*** 0.027*
Two demands 0.070*** 0.046** 0.077*** 0.080*** 0.062*** 0.037* 0.078** 0.078***
Oppose M&A Activity 0.113*** 0.088*** 0.074** 0.067** 0.119*** 0.093*** 0.088** 0.075**
Multiple Governance -0.018 -0.023 -0.008 -0.020 -0.016 -0.021 -0.005 -0.017
Support M&A Activity 0.152*** 0.144*** 0.131*** 0.101** 0.143*** 0.129*** 0.124** 0.088*
Three or more demands 0.013 0.014 0.016 0.002 0.010 0.010 0.016 0.000
Other Gov. Enhancements 0.018 -0.006 0.014 -0.030 0.016 -0.007 0.013 -0.030
Other Capital Structure Rel. -0.038 -0.043 -0.045 -0.039 -0.034 -0.039 -0.043 -0.029
Review Strategy 0.029 0.014 -0.006 -0.022 0.043 0.028 0.003 -0.016
Return Cash via Div./Buybacks 0.054* 0.043** 0.054* 0.049 0.053* 0.04* 0.055* 0.051
Spinoff 0.054 0.053* 0.075** 0.072** 0.053 0.052 0.077** 0.073**
Breakup Company 0.023 0.028 0.016 -0.002 0.021 0.029 0.017 -0.005
Remuneration 0.104*** 0.076** 0.073** 0.046* 0.097*** 0.068** 0.065** 0.047*
Asset sale 0.078** 0.047 0.051 0.075** 0.075* 0.043 0.054 0.071**
Other Shareholder Maxim. 0.027 0.016 0.001 0.035 0.033 0.021 0.007 0.043
Remove & Appoint Officers -0.058 -0.100 -0.021 -0.093 -0.055 -0.096 -0.022 -0.092
Multiple Divestures -0.034 -0.038 0.047 0.026 -0.038 -0.047 0.039 0.013
ESG 0.000 -0.008 0.012 -0.001 -0.001 -0.009 0.012 0.000
Multiple Capital -0.096 -0.085 -0.014 - -0.115 -0.102 -0.039 -
Management & Board 0.128** -0.006 - 0.233* 0.100* -0.038** - 0.228*
Remove & Appoint Directors 0.076*** 0.061*** 0.086*** 0.066*** 0.068*** 0.052** 0.095*** 0.065**
Two demands 0.083*** 0.041** 0.090*** 0.084*** 0.065*** 0.020 0.083*** 0.071***
Oppose M&A Activity 0.127*** 0.096*** 0.074* 0.060* 0.128*** 0.097*** 0.092** 0.063*
Multiple Governance -0.030 -0.052 -0.031 -0.046 -0.028 -0.048 -0.018 -0.041
Support M&A Activity 0.162*** 0.157*** 0.142** 0.095* 0.157*** 0.152*** 0.142** 0.087*
Three or more demands 0.008 -0.003 0.001 0.032 0.002 -0.008 0.008 0.030
Other Gov. Enhancements 0.057* 0.037 0.064** -0.011 0.052 0.030 0.059* -0.018
Other Capital Structure Rel. -0.042 -0.036 -0.039 -0.039 -0.035 -0.032 -0.032 -0.019
Review Strategy 0.044 0.019 -0.012 -0.009 0.067 0.040 0.002 0.004
Return Cash via Div./Buybacks 0.093** 0.068* 0.079* 0.076* 0.096** 0.070* 0.084* 0.082*
Spinoff 0.098* 0.079** 0.094* 0.098** 0.102* 0.078* 0.104* 0.102**
Breakup Company 0.033 0.024 0.011 0.002 0.027 0.024 0.015 -0.004
Remuneration 0.098*** 0.070** 0.058* 0.027 0.090** 0.061** 0.048* 0.030
Asset sale 0.056 0.037 0.044 0.062* 0.047 0.031 0.044 0.054
Other Shareholder Maxim. -0.016 0.006 -0.042 -0.021 0.000 0.019 -0.031 -0.007
Remove & Appoint Officers -0.043 -0.078 0.038 -0.008 -0.046 -0.079 0.035 -0.018
Multiple Divestures -0.018 -0.006 0.100** 0.084* -0.034 -0.024 0.085* 0.068*
ESG -0.021 -0.015 0.015 -0.025 -0.022 -0.017 0.015 -0.025
Multiple Capital -0.179 -0.193 -0.100 - -0.167 -0.181 -0.114 -
Management & Board 0.031 -0.159 - 0.091 -0.008 -0.171 - 0.058

Source: Authors
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window Raw Mkt CAPM FF Raw Mkt CAPM FF
Successful 108 0.012** 0.011** 0.012** 0.013** 0.012** 0.011** 0.012** 0.013**
Unsuccessful 100 0.009** 0.009** 0.009** 0.008** 0.009** 0.009** 0.009** 0.008**
Unknown 99 0.011** 0.012** 0.012** 0.012* 0.011** 0.012** 0.012** 0.012*
Partly successful 66 0.010** 0.009** 0.011*** 0.013*** 0.010** 0.009** 0.011*** 0.013***
Successful 0.014** 0.012** 0.014** 0.015** 0.014** 0.012* 0.013** 0.015**
Unsuccessful 0.010** 0.008** 0.008** 0.010** 0.010** 0.008** 0.008** 0.010**
Unknown 0.019*** 0.020*** 0.019*** 0.019** 0.019*** 0.021*** 0.019*** 0.019**
Partly successful 0.032** 0.031** 0.033** 0.036*** 0.033** 0.032** 0.035** 0.037**
Successful 0.062*** 0.045** 0.053*** 0.047** 0.061*** 0.043** 0.056** 0.048**
Unsuccessful 0.038*** 0.025** 0.039** 0.031** 0.031** 0.018* 0.037** 0.029**
Unknown 0.052*** 0.035** 0.049*** 0.033** 0.050*** 0.031** 0.051*** 0.031**
Partly successful 0.048** 0.040** 0.050** 0.034* 0.044** 0.034* 0.053** 0.028*
Successful 0.078*** 0.063*** 0.074*** 0.061*** 0.073*** 0.060*** 0.076*** 0.059**
Unsuccessful 0.060*** 0.036** 0.053** 0.055** 0.054*** 0.030* 0.061** 0.062**
Unknown 0.051*** 0.030* 0.054** 0.032* 0.047** 0.024 0.061*** 0.030*
Partly successful 0.068** 0.046* 0.057** 0.031 0.063** 0.038 0.061* 0.018

Source: Authors
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
United Kingdom 193 0.015*** 0.016*** 0.016*** 0.018*** 0.015*** 0.016*** 0.016*** 0.018***
Germany 44 0.003 0.000 0.000 0.000 0.003 0.000 0.000 0.000
France 38 0.001 0.001 0.002 0.005 0.001 0.001 0.002 0.005
Switzerland 21 0.016** 0.012** 0.013** 0.012** 0.016** 0.012** 0.013** 0.012**
Sweden 14 0.004 0.003 0.003 0.006 0.004 0.003 0.003 0.006
Italy 14 0.006 0.008* 0.007* 0.004 0.006 0.008* 0.007* 0.004
Netherlands 13 0.019** 0.018*** 0.023*** 0.023*** 0.019** 0.018*** 0.023*** 0.023***
Ireland 12 0.000 -0.003 0.000 0.001 0.000 -0.003 0.000 0.001
Norway 6 0.007 0.007 0.006 0.005 0.007 0.007 0.006 0.005
Spain 6 -0.006 -0.003 -0.002 -0.004 -0.006 -0.003 -0.002 -0.004
Finland 5 0.037 0.040 0.041 0.001 0.037 0.040 0.041 0.001
Denmark 3 -0.003 -0.004 -0.003 -0.002 -0.003 -0.004 -0.003 -0.002
Austria 2 -0.001 0.005** 0.004 0.001 -0.001 0.005** 0.004 0.001
Belgium 1 0.008 0.002 0.006 0.006 0.008 0.002 0.006 0.006
Greece 1 0.001 0.025 0.013 - 0.001 0.025 0.013 -
United Kingdom 0.025*** 0.025*** 0.026*** 0.029*** 0.026*** 0.026*** 0.026*** 0.029***
Germany 0.008 0.006 0.005 0.007 0.009 0.006 0.005 0.007
France 0.003 0.002 0.004 0.007 0.003 0.002 0.003 0.007
Switzerland 0.011** 0.007 0.008* 0.009* 0.011** 0.007 0.008* 0.009*
Sweden 0.014*** 0.017** 0.013** 0.015** 0.014*** 0.016** 0.013** 0.015**
Italy 0.009* 0.013** 0.010** 0.009* 0.009 0.013** 0.010** 0.009*
Netherlands 0.021** 0.016** 0.018** 0.013* 0.021** 0.016** 0.017** 0.013
Ireland 0.001 0.001 0.002 -0.018 0.001 0.001 0.002 -0.019
Spain 0.003 0.008 0.005 0.003 0.003 0.007 0.005 0.002
Norway 0.009** -0.001 0.003 -0.003 0.009* -0.002 0.003 -0.003
Finland 0.025 0.025 0.024 0.008 0.022 0.022 0.021 0.008
Denmark -0.003 -0.013* -0.013* -0.007 -0.003 -0.013* -0.013* -0.007
Austria 0.009*** 0.014** 0.015* 0.008** 0.009*** 0.015** 0.015* 0.008**
Belgium 0.020 0.008 0.017 0.017 0.020 0.008 0.017 0.018
Greece 0.016 0.024 0.019 - 0.016 0.024 0.019 -
United Kingdom 0.060*** 0.045*** 0.073*** 0.054*** 0.037*** 0.073*** 0.046*** 0.049***
Germany 0.064*** 0.041*** 0.016 0.058*** 0.036** 0.016 0.009 0.014
France 0.029 0.018 0.035* 0.032 0.020 0.036* 0.050** 0.051**
Switzerland 0.034 0.031 0.013 0.039 0.035 0.019 0.033 0.032
Sweden 0.058** 0.017 0.045* 0.058* 0.015 0.046* 0.066* 0.062*
Italy 0.020 0.034* 0.029 0.017 0.033* 0.031 0.034* 0.035*
Netherlands 0.057 0.033 -0.020 0.051 0.027 -0.020 -0.027 -0.025
Ireland -0.003 -0.025 0.015 0.005 -0.017 0.031 -0.041 -0.048
Spain -0.013 -0.035 -0.075 -0.004 -0.024 -0.059 -0.039 -0.063
Norway 0.056 0.100** 0.118** 0.052 0.099** 0.123** 0.102* 0.100**
Finland 0.078* 0.041 -0.047 0.074* 0.035 -0.052 0.021 0.025
Denmark 0.007 0.001 -0.004 0.005 -0.001 -0.006 -0.039* -0.038*
Austria 0.038*** 0.053 0.071* 0.034** 0.052 0.070* -0.010 -0.005
Belgium -0.059 0.011 -0.022 -0.062 0.006 -0.026 -0.055 -0.051
Greece 0.061 0.031 0.022 0.059 0.027 0.019 - -
United Kingdom 0.070*** 0.051*** 0.094*** 0.062*** 0.060*** 0.041*** 0.096*** 0.060***
Germany 0.069*** 0.039** -0.001 0.009 0.061*** 0.032* 0.001 0.000
France 0.040 0.013 0.028 0.058** 0.043 0.015 0.036 0.057**
Switzerland 0.045 0.038 0.014 0.035 0.048* 0.040* 0.021 0.036
Sweden 0.109*** 0.059** 0.106*** 0.128** 0.108*** 0.054* 0.108*** 0.136***
Italy 0.054** 0.044 0.043 0.064** 0.05** 0.046 0.049 0.066**
Netherlands 0.091 0.072 -0.034 -0.060 0.088 0.061 -0.038 -0.055
Ireland 0.004 -0.017 0.048 -0.090 0.047 0.021 0.112 -0.091
Spain 0.034 0.003 -0.059 -0.047 0.030 0.002 -0.047 -0.034
Norway 0.018 0.092* 0.116* 0.090* 0.016 0.089* 0.124* 0.089*
Finland 0.091* 0.054 -0.065 0.035 0.086 0.049 -0.065 0.027
Denmark 0.106 0.080 0.074 0.025 0.107 0.082 0.073 0.018
Austria 0.045 0.029 0.065 -0.028 0.042 0.024 0.062 -0.031
Belgium 0.050 0.048 0.074 0.044 0.040 0.041 0.068 0.035
Greece 0.139 0.066 0.068 - 0.144 0.062 0.066 -

Source: Authors
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
1998 1 -0.007 -0.015 -0.018 -0.029 -0.007 -0.015 -0.018 -0.029
1999 1 -0.012 -0.002 - -0.005 -0.012 -0.002 - -0.005
2000 1 0.008 0.020 - 0.009 0.008 0.020 - 0.009
2001 1 0.004 -0.004 - 0.000 0.004 -0.004 - 0.000
2003 4 0.001 0.001 0.002 0.001 0.001 0.001 0.002 0.001
2004 1 0.026 0.026 0.027 0.032 0.026 0.026 0.027 0.032
2006 3 0.023 0.021 0.022 0.027 0.023 0.021 0.022 0.027
2007 12 0.010 0.009 0.008 0.008 0.010 0.009 0.008 0.008
2008 3 -0.011 -0.001 0.006 0.022 -0.011 -0.001 0.006 0.022
2009 1 0.012* 0.021 0.019* -0.003* 0.012* 0.021 0.019* -0.003*
2010 14 0.013** 0.011*** 0.012*** 0.012*** 0.013** 0.011*** 0.012*** 0.012***
2011 34 0.015* 0.013** 0.014** 0.014*** 0.015* 0.013** 0.014** 0.014***
2012 39 0.005** 0.007** 0.009** 0.010** 0.005** 0.007** 0.009** 0.010**
2013 43 0.027 0.027 0.027 0.027 0.027 0.027 0.027 0.027
2014 37 0.002 0.001 0.002 0.002 0.002 0.001 0.002 0.002
2015 44 -0.004** -0.003* -0.003* -0.004* -0.004** -0.003* -0.003* -0.004*
2016 61 0.018** 0.017** 0.017** 0.016** 0.018** 0.017** 0.017** 0.016**
2017 73 0.010 0.010 0.012 0.016 0.010 0.010 0.012 0.016
1998 0.035 0.018 0.013 0.014 0.035 0.018 0.012 0.012
1999 0.012 0.013 - 0.013 0.012 0.013 - 0.013
2000 0.021 0.017 - 0.026 0.021 0.017 - 0.026
2001 0.030 0.011 - 0.011 0.030 0.011 - 0.011
2003 0.000 -0.002 -0.001 -0.004 0.000 -0.002 -0.001 -0.004
2004 0.020 0.022 0.024 0.031 0.019 0.021 0.024 0.031
2006 0.026* 0.028* 0.029* 0.038* 0.025* 0.028* 0.029* 0.038*
2007 0.025* 0.025 0.022 0.026 0.025* 0.025 0.022 0.026
2008 -0.039 -0.012 -0.001 0.019 -0.039 -0.012 -0.001 0.019
2009 0.014** 0.014 0.009* 0.015** 0.014** 0.014 0.009* 0.015**
2010 0.023*** 0.018** 0.019** 0.022** 0.023*** 0.018** 0.019** 0.022**
2011 0.018*** 0.015** 0.014*** 0.016*** 0.018*** 0.015** 0.014** 0.016***
2012 0.020** 0.018** 0.020** 0.022** 0.020** 0.018** 0.020** 0.022**
2013 0.030 0.029 0.030 0.030 0.030 0.029 0.030 0.030
2014 0.002 0.002 0.001 0.002 0.002 0.002 0.001 0.002
2015 0.002* 0.006* 0.006* 0.004* 0.001* 0.006* 0.005* 0.003*
2016 0.029** 0.027** 0.026*** 0.025*** 0.030** 0.029** 0.027*** 0.026***
2017 0.016 0.015 0.017 0.021 0.016 0.015 0.017 0.021

Source: Authors
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
1998 -0.022 -0.059 - -0.052 -0.043 -0.071 - -0.066
1999 0.145 0.073 - 0.236 0.151 0.072 - 0.261
2000 0.136 -0.017 - 0.169 0.131 -0.036 - 0.169
2001 0.022 0.022 - -0.016 0.019 0.019 - -0.018
2003 0.075** -0.001 -0.089 0.060 0.060** -0.015 -0.08 0.060
2004 0.180 0.155 0.181 0.176 0.192 0.164 0.195 0.188
2006 0.116 0.025 0.049 0.101 0.115 0.018 0.042 0.097
2007 0.028* 0.001 -0.033 0.001 0.026* 0.000 -0.030 0.002
2008 -0.130 -0.036 0.029 0.097 -0.151 -0.053 0.008 0.078
2009 0.070** -0.04** -0.145 0.105* 0.070* -0.041* -0.137 0.108*
2010 0.080 0.089 0.063 0.051 0.083 0.095 0.070 0.048
2011 0.025* 0.021* 0.003** 0.016** 0.011* 0.008* -0.007** 0.001*
2012 0.052*** 0.039** 0.062** 0.056** 0.056*** 0.039* 0.074** 0.063**
2013 0.071 0.044 0.060 0.061 0.069* 0.042 0.059 0.062*
2014 0.038 0.029 0.035 0.041 0.039 0.029 0.038 0.047
2015 0.000** -0.006* 0.018*** -0.021** 0.001** -0.007* 0.023*** -0.020**
2016 0.056*** 0.040*** 0.088*** 0.055* 0.046*** 0.03*** 0.086*** 0.049
2017 0.080 0.064 0.066 0.026 0.078 0.060 0.065 0.023
1998 -0.016 -0.077 - -0.080 -0.046 -0.098 - -0.102
1999 0.150 0.039 - 0.260 0.155 0.035 - 0.290
2000 0.069 -0.024 - 0.026 0.054 -0.047 - 0.007
2001 -0.016 0.014 - -0.039 -0.021 0.010 - -0.042
2003 0.032 -0.104 -0.245 -0.017 0.012 -0.106 -0.206* -0.026
2004 0.270 0.231 0.269 0.295 0.301 0.254 0.303 0.336
2006 0.125 0.024 0.061 0.105 0.127 0.018 0.052 0.098
2007 0.020* 0.004 -0.052 -0.006 0.024* 0.007 -0.044 -0.001
2008 -0.281 -0.104 -0.040 0.046 -0.284 -0.105 -0.059 0.022
2009 0.039*** -0.158*** -0.318** 0.089*** 0.031*** -0.150** -0.276** 0.086***
2010 0.167 0.159* 0.124 0.13 0.173 0.17 0.136 0.128
2011 0.048*** 0.051** 0.022** 0.033*** 0.032*** 0.038** 0.014** 0.012**
2012 0.100*** 0.082* 0.096** 0.087** 0.105*** 0.085 0.116** 0.097**
2013 0.076 0.041 0.062 0.063 0.068 0.032 0.056 0.059
2014 0.045 0.035 0.041 0.055 0.054 0.042 0.064 0.083
2015 0.006** -0.001 0.038*** -0.021*** 0.005* -0.005 0.045*** -0.021**
2016 0.055*** 0.034*** 0.112** 0.072 0.039*** 0.017** 0.109** 0.062
2017 0.097 0.064 0.069 0.005 0.094 0.058 0.074 -0.006

Source: Authors
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Panel A: Macro conditions determined by GDP growth (lagging indicator)

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Economic Growth 369 0.011*** 0.011*** 0.011*** 0.012*** 0.011*** 0.011*** 0.011*** 0.012***
Recession 4 -0.005 0.004 0.010 0.015 -0.005 0.004 0.010 0.015
Economic Growth 0.018*** 0.017*** 0.017*** 0.018*** 0.018*** 0.017*** 0.017*** 0.018***
Recession -0.026 -0.006 0.002 0.018* -0.026 -0.006 0.002 0.018*
Economic Growth 0.052*** 0.037*** 0.048*** 0.049*** 0.033*** 0.050*** 0.035*** 0.036***
Recession -0.080 -0.037 -0.015 -0.096 -0.050 -0.028 0.086* 0.099*
Economic Growth 0.067*** 0.046*** 0.062*** 0.046*** 0.062*** 0.040*** 0.068*** 0.045***
Recession -0.201* -0.118 -0.109 0.057 -0.205* -0.116 -0.113 0.038

Panel B: Macro conditions determined by Stock market returns (leading indicator)

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Economic Growth 329 0.011*** 0.011*** 0.011*** 0.012*** 0.011*** 0.011*** 0.011*** 0.012***
Recession 44 0.004 0.007** 0.009** 0.010*** 0.004 0.007** 0.009** 0.010***
Economic Growth 0.017*** 0.017*** 0.017*** 0.018*** 0.018*** 0.017*** 0.017*** 0.018***
Recession 0.016** 0.016** 0.018*** 0.021*** 0.016** 0.016** 0.018** 0.021***
Economic Growth 0.052*** 0.036*** 0.047*** 0.048*** 0.032*** 0.047*** 0.031*** 0.034***
Recession 0.039 0.032 0.054** 0.041* 0.031 0.064** 0.063** 0.058**
Economic Growth 0.063*** 0.041*** 0.058*** 0.041*** 0.058*** 0.035*** 0.062*** 0.039***
Recession 0.070** 0.063** 0.076** 0.082*** 0.074** 0.065** 0.094** 0.088**

Source: Authors
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APPENDIX 14.10: SHORT-TERM STOCK RETURNS ACROSS MACRO CONDITIONS

CAR BHAR

CAR BHAR

[-1;0]

[-1;+1]

[-20;+20]

[-30;+30]



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 161 

Appendix 15: Significance Test – Reputation  

We use a one-tailed Student’s t-test to test the hypothesis that firms targeted by reputable activists 

outperform those targeted by non-reputable ones. The mean return of firms targeted by reputable 

activists is denoted by 𝜇𝑅𝑒𝑝𝑢𝑡𝑎𝑏𝑙𝑒, while the mean return of firms targeted by non-reputable activists 

is denoted by 𝜇𝑁𝑜𝑛−𝑟𝑒𝑝𝑢𝑡𝑎𝑏𝑙𝑒. Hence, in testing for significance, we test the alternative hypothesis 

against the null hypothesis: 

H0: 𝜇𝑅𝑒𝑝𝑢𝑡𝑎𝑏𝑙𝑒 =  𝜇𝑁𝑜𝑛−𝑟𝑒𝑝𝑢𝑡𝑎𝑏𝑙𝑒 

HA:  𝜇𝑅𝑒𝑝𝑢𝑡𝑎𝑏𝑙𝑒 > 𝜇𝑁𝑜𝑛−𝑟𝑒𝑝𝑢𝑡𝑎𝑏𝑙𝑒 

The results show no signs of significance.  

 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Non-reputable 261 0.009 0.009 0.010 0.011 0.009 0.009 0.010 0.011
Reputable 112 0.013 0.014 0.015 0.014 0.013 0.014 0.015 0.014
Non-reputable 0.016 0.016 0.016 0.018 0.016 0.016 0.016 0.018
Reputable 0.020 0.019 0.019 0.019 0.020 0.019 0.019 0.019
Non-reputable 0.050 0.035 0.054 0.037 0.047 0.031 0.056 0.037
Reputable 0.052 0.037 0.033 0.036 0.048 0.033 0.031 0.032
Non-reputable 0.062 0.041 0.067 0.048 0.057 0.036 0.075 0.048
Reputable 0.069 0.050 0.043 0.043 0.065 0.044 0.043 0.039

Source: Authors
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APPENDIX 15: SHORT-TERM STOCK RETURNS REPUTABLE VS. NON-REPUTABLE ACTIVISTS
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Appendix 16: Additional Long-Term Event Windows  

 

  

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window Raw Mkt CAPM FF Raw Mkt CAPM FF
Mean 0.051*** 0.021* 0.064*** 0.041** 0.044*** 0.008 0.095*** 0.053***
Median 0.055 0.014 0.050 0.009 0.027 -0.009 0.032 -0.007
Std. dev. 0.270 0.253 0.383 0.328 0.272 0.242 0.407 0.356
N 332 342 323 277 332 343 323 277
Mean 0.073*** 0.000 0.131*** 0.025 0.080*** -0.002 0.331*** 0.090**
Median 0.106 0.018 0.121 0.021 0.064 -0.024 0.060 -0.011
Std. dev. 0.409 0.369 0.716 0.532 0.415 0.354 0.971 0.631
N 286 309 277 254 286 309 277 254
Mean 0.074*** -0.020 0.191*** 0.004 0.076*** -0.031* 0.668*** 0.155**
Median 0.126 0.020 0.151 -0.016 0.065 -0.046 0.075 -0.070
Std. dev. 0.490 0.447 1.018 0.719 0.450 0.383 1.875 1.075
N 270 279 261 225 270 279 261 225
Mean 0.077** -0.048* 0.267*** 0.013 0.088** -0.052** 1.070*** 0.368***
Median 0.123 0.026 0.224 -0.011 0.031 -0.082 0.138 -0.120
Std. dev. 0.598 0.555 1.466 0.977 0.575 0.459 3.330 1.864
N 231 249 224 205 231 249 224 205
Mean 0.133*** -0.020 0.468*** 0.035 0.124*** -0.035 1.476*** 0.471***
Median 0.202 0.021 0.587 0.031 0.082 -0.080 0.447 -0.131
Std. dev. 0.648 0.626 1.922 1.111 0.643 0.526 3.419 2.361
N 211 220 204 180 211 220 203 180
Mean 0.140*** -0.043 0.600*** 0.029 0.110** -0.078** 1.985*** 0.723***
Median 0.240 0.027 0.742 -0.012 0.065 -0.112 0.706 -0.154
Std. dev. 0.661 0.646 2.531 1.320 0.678 0.526 3.677 3.738
N 185 196 178 166 185 196 176 166

Source: Authors
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APPENDIX 16: LONG-TERM STOCK RETURNS - ADDITIONAL EVENT WINDOWS
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Appendix 17: Long-Term Cross-Sectional Analyses 

 

 

 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N
Quartile 

(M EUR) Raw Mkt CAPM FF Raw Mkt CAPM FF

1st Quartile 71 95 0.026 -0.064 0.360*** 0.127* 0.045 -0.055 0.718*** 0.281**
2nd Quartile 72 1,065 0.111** 0.029 0.298*** -0.007 0.143*** 0.040 0.507*** 0.070
3rd Quartile 72 5,217 0.06** -0.002 -0.035 -0.075* 0.045* -0.018 0.125* -0.055
4th Quartile 71 254,565 0.096*** 0.020 -0.094* 0.053* 0.085*** 0.010 -0.016 0.063*
1st Quartile 58 -0.041 -0.224** 0.839*** 0.119 -0.056 -0.228*** 1.934*** 0.805**
2nd Quartile 56 0.118 0.015 0.721*** -0.057 0.233** 0.068 1.974*** 0.185
3rd Quartile 58 0.093** -0.030 -0.217 -0.144 0.055 -0.069** 0.238* 0.185
4th Quartile 59 0.14*** 0.053* -0.259* 0.114* 0.123** 0.027 0.166 0.261**
1st Quartile 51 -0.074 -0.244** 1.929*** 0.072 -0.107 -0.278*** 3.632*** 1.170**
2nd Quartile 45 0.17 -0.017 1.313*** -0.095 0.240** -0.012 2.887*** 0.281
3rd Quartile 42 0.228** 0.015 -0.424 -0.036 0.131 -0.044** 0.387* 0.895
4th Quartile 47 0.267*** 0.082* -0.631* 0.157* 0.201** 0.031 0.797 0.486**

Source: Authors

[-1;+750]

APPENDIX 17.1: LONG-TERM STOCK RETURNS ACROSS TARGET SIZE QUARTILES

CAR BHAR

[-1;+250]

[-1;+500]

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Quartile Raw Mkt CAPM FF Raw Mkt CAPM FF
1st Quartile 48 -0.4 -0.073 -0.152*** 0.106 -0.038 -0.086* -0.155*** 0.178** -0.007
2nd Quartile 49 0.0 0.109** 0.048 0.073 0.051 0.136** 0.065 0.301** 0.126
3rd Quartile 47 0.2 0.038 -0.015 0.006 -0.158** 0.055 -0.003 0.124* -0.095*
4th Quartile 49 35.8 0.185*** 0.102** 0.111 0.031 0.187*** 0.090* 0.284** 0.052
1st Quartile 34 -0.4 0.057 -0.009 0.090* -0.034 0.089 0.023 0.216** 0.027
2nd Quartile 34 -0.1 0.020 0.000 -0.114 -0.024 0.038 0.017 0.081** -0.001
3rd Quartile 34 0.3 0.108** 0.054* -0.008 -0.054 0.120** 0.054 0.076** -0.003
4th Quartile 35 76.6 0.084** 0.014 0.077** 0.018 0.072** -0.015 0.166** 0.041**
1st Quartile 27 -0.4 0.177 0.083 -0.067 0.138 0.217 0.108*** 0.178* 0.164
2nd Quartile 27 -0.1 0.149* 0.080 0.031** 0.036 0.170** 0.089 0.142*** 0.056
3rd Quartile 26 0.3 -0.011*** -0.023*** -0.170 -0.038 -0.003** -0.028 -0.076*** -0.012**
4th Quartile 27 3.5 -0.039*** -0.124** 0.074*** -0.103 0.006** -0.088 0.217*** -0.022**

Source: Authors

[-1;+750]

APPENDIX 17.2: LONG-TERM STOCK RETURNS ACROSS ROA GROWTH QUARTILES

CAR BHAR

[-1;+250]

[-1;+500]

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Quartile Raw Mkt CAPM FF Raw Mkt CAPM FF
1st Quartile 55 -0.1 -0.101* -0.136** -0.098 -0.128* -0.082 -0.115** 0.017 -0.065
2nd Quartile 53 0.0 0.043 0.002 -0.074 -0.049 0.023 -0.021 0.139 -0.016
3rd Quartile 54 0.1 0.116*** 0.014 0.154** 0.076* 0.119*** 0.009 0.263*** 0.095**
4th Quartile 53 1.2 0.206*** 0.106* 0.233** 0.084 0.235*** 0.119** 0.425*** 0.160*
1st Quartile 37 -0.1 -0.038*** -0.048*** -0.235** -0.167** -0.010*** -0.021*** -0.098 -0.087
2nd Quartile 37 0.0 0.037*** 0.018 -0.116 0.047 0.024 0.006 0.041** 0.067
3rd Quartile 36 0.1 0.020* -0.064 -0.080 -0.078 0.054** -0.042 0.057* -0.027
4th Quartile 36 5.6 0.230*** 0.155*** 0.361*** 0.178** 0.233*** 0.137*** 0.478*** 0.183***
1st Quartile 27 -0.1 0.177 0.083 -0.067 0.138 0.217 0.108*** 0.178* 0.164
2nd Quartile 27 0.0 0.149* 0.080 0.031** 0.036 0.170** 0.089 0.142*** 0.056
3rd Quartile 26 0.2 -0.011*** -0.023*** -0.170 -0.038 -0.003** -0.028 -0.076*** -0.012**
4th Quartile 27 54.3 -0.039*** -0.124** 0.074*** -0.103 0.006** -0.088 0.217*** -0.022**

Source: Authors

[-1;+750]

APPENDIX 17.3: LONG-TERM STOCK RETURNS ACROSS TOBIN'S Q GROWTH QUARTILES
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Quartile Raw Mkt CAPM FF Raw Mkt CAPM FF
1st Quartile 49 -0.4 0.015 -0.063 0.123* 0.027 0.013 -0.064 0.236** 0.111
2nd Quartile 49 0.0 0.014 -0.032 0.002 -0.019 0.020 -0.028 0.171* -0.004
3rd Quartile 47 0.2 0.088* 0.035 0.124 -0.128* 0.103** 0.039 0.344** -0.076
4th Quartile 49 56.8 0.152** 0.049 0.049 0.007 0.167** 0.053 0.142 0.052
1st Quartile 34 -0.4 0.015 -0.04* 0.042* -0.100* 0.047 -0.009* 0.184** -0.040
2nd Quartile 35 0.0 0.098* 0.069* 0.010 0.132** 0.131* 0.090 0.199*** 0.175**
3rd Quartile 34 0.3 0.061** 0.006 -0.070 -0.085 0.050** -0.009 -0.003** -0.069
4th Quartile 34 84.4 0.094** 0.024 0.064** -0.050 0.089** 0.003 0.157* -0.012
1st Quartile 27 -0.4 0.170 0.072 0.042 0.102 0.221 0.105*** 0.168** 0.131
2nd Quartile 27 0.0 0.115* 0.073 -0.199 0.021 0.142 0.082 0.073*** 0.061
3rd Quartile 26 0.4 0.044*** -0.016*** -0.115 -0.019 0.048** -0.023 -0.055*** 0.013**
4th Quartile 27 4.7 -0.051*** -0.113** 0.132*** -0.073* -0.019** -0.082* 0.272*** -0.019*

Source: Authors

[-1;+750]

APPENDIX 17.4: LONG-TERM STOCK RETURNS ACROSS EBITDA GROWTH QUARTILES

CAR BHAR

[-1;+250]

[-1;+500]

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Quartile Raw Mkt CAPM FF Raw Mkt CAPM FF
1st Quartile 54 -0.1 -0.057 -0.106** -0.110 -0.019 -0.067 -0.120*** 0.058 0.028
2nd Quartile 53 0.0 0.109*** 0.022 0.033 -0.011 0.092** 0.004 0.107* 0.007
3rd Quartile 53 0.1 0.065* -0.013 0.043 -0.130** 0.076* -0.005 0.188** -0.093**
4th Quartile 53 1.9 0.227*** 0.146*** 0.202** 0.084* 0.251*** 0.150*** 0.415*** 0.116*
1st Quartile 37 -0.1 0.075 0.031 -0.199* 0.045 0.075 0.028** -0.027 0.083
2nd Quartile 36 0.0 0.101** 0.018 -0.026 0.005 0.106** 0.010 0.029* 0.025
3rd Quartile 36 0.1 0.070*** 0.030** 0.125** -0.078 0.077** 0.033 0.181*** -0.048
4th Quartile 35 0.9 0.134*** 0.101** -0.013 -0.041 0.152*** 0.103** 0.171** -0.001
1st Quartile 29 -0.1 0.123 0.038 -0.302* 0.134 0.152 0.059** -0.071* 0.156
2nd Quartile 28 0.0 0.081*** 0.026 0.054** -0.073 0.068* 0.008** 0.110*** -0.018*
3rd Quartile 28 0.2 0.129*** 0.066*** -0.147 -0.082 0.172** 0.085 -0.067** -0.032
4th Quartile 27 1.4 0.121*** 0.078*** 0.033** -0.016 0.128*** 0.066*** 0.197*** -0.005**

Source: Authors

[-1;+750]

APPENDIX 17.5: LONG-TERM STOCK RETURNS ACROSS SALES GROWTH QUARTILES

CAR BHAR

[-1;+250]

[-1;+500]

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Quartile Raw Mkt CAPM FF Raw Mkt CAPM FF
1st Quartile 45 -0.2 0.206*** 0.140*** 0.010 0.100* 0.218*** 0.144*** 0.257** 0.118**
2nd Quartile 46 0.0 0.109*** 0.013 0.031 -0.049 0.086** -0.012 0.159* -0.032
3rd Quartile 45 0.2 0.086* 0.025 0.018 -0.019 0.088* 0.023 0.164 0.072
4th Quartile 46 39.3 -0.031 -0.078* 0.069 -0.067 -0.026 -0.080** 0.231* -0.027
1st Quartile 30 -0.2 0.169*** 0.111*** -0.278 0.072 0.176** 0.113** -0.046 0.101
2nd Quartile 23 0.0 0.202*** 0.104** 0.155** 0.027 0.212*** 0.105** 0.341** 0.059**
3rd Quartile 23 0.4 -0.018* -0.026 -0.126 -0.066 -0.023* -0.041* -0.082 -0.040
4th Quartile 24 18.7 -0.035 -0.069 0.041 -0.090 -0.045 -0.077 0.129 -0.075
1st Quartile 24 -0.4 0.209*** 0.108** -0.43** 0.145 0.220** 0.104 -0.119* 0.202*
2nd Quartile 23 -0.1 0.140*** 0.054*** 0.143* -0.015 0.166*** 0.070*** 0.360*** 0.043**
3rd Quartile 23 0.3 -0.039* -0.048 -0.215* -0.057 -0.037 -0.056 -0.139** -0.057
4th Quartile 24 8.8 0.105** 0.048 0.082** -0.056 0.101* 0.031 0.112*** -0.050

Source: Authors

[-1;+750]

APPENDIX 17.6: LONG-TERM STOCK RETURNS ACROSS LEVERAGE RATIO GROWTH QUARTILES
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Quartile Raw Mkt CAPM FF Raw Mkt CAPM FF
1st Quartile 47 -0.3 -0.040 -0.112** 0.108 -0.048 -0.057 -0.126*** 0.230** 0.004
2nd Quartile 50 0.0 0.050 0.005 0.111 -0.047 0.076* 0.019 0.282** -0.020
3rd Quartile 43 0.2 0.139*** 0.056* -0.043 -0.058 0.134*** 0.049 0.230* -0.022
4th Quartile 47 40.6 0.163*** 0.080* 0.069 0.025 0.157** 0.066 0.106* 0.048
1st Quartile 33 -0.3 0.011 -0.009* 0.027** -0.041 0.026 0.006* 0.085** -0.015
2nd Quartile 33 0.0 0.061 0.024 -0.027 0.004 0.076 0.033 0.083** 0.037
3rd Quartile 33 0.3 0.144*** 0.092** -0.022 -0.101 0.134** 0.075* 0.211* -0.036
4th Quartile 33 67.4 0.130*** 0.028 0.051* 0.071 0.132*** 0.016 0.079** 0.074*
1st Quartile 26 -0.3 0.150 0.076* 0.031 0.067 0.201 0.107*** 0.046** 0.094
2nd Quartile 24 0.0 0.060** 0.042 -0.120 -0.051 0.107* 0.065 0.042*** -0.008
3rd Quartile 25 0.4 0.103*** 0.048** -0.108 0.045** 0.092** 0.037* 0.147*** 0.036**
4th Quartile 26 2.8 0.080*** -0.028* -0.009 -0.013 0.071** -0.041 0.063*** 0.039**

Source: Authors

[-1;+750]

APPENDIX 17.7: LONG-TERM STOCK RETURNS ACROSS GROSS MARGIN GROWTH QUARTILES

[-1;+250]

[-1;+500]

CAR BHAR

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Hedge Fund 117 0.106*** 0.035* 0.036 -0.007 0.104*** 0.024 0.224*** 0.037
Other Stakeholder 45 -0.019 -0.088 0.140 0.017 0.030 -0.050 0.366** 0.158
Investment Adviser 49 0.078* -0.017 0.135* -0.014 0.056 -0.046 0.276** 0.016
Other Institution 29 0.055 0.019 0.350*** 0.184* 0.060 0.018 0.585*** 0.253**
Individual 16 -0.030 -0.095 0.225 -0.056 0.007 -0.070 0.481* -0.008
Mutual Fund Manager 13 0.160* 0.050 0.371* 0.181 0.134 0.001 0.629** 0.207
Corporation 5 0.392 0.311 0.554* 0.745 0.523 0.401 0.890* 1.624
Public Pension Fund 5 0.141 0.068 -0.540* -0.065 0.144 0.065 -0.324* -0.016
Labor Union 3 0.033 -0.025 0.072 -0.032 0.016 -0.030 0.120 -0.015
Unnamed Shareholder 3 -0.158 -0.292 0.354 -0.185 -0.179 -0.266 0.507 -0.189
Hedge Fund 105 0.096** -0.002 0.063 -0.090 0.088** -0.030 0.620*** 0.200
Other Stakeholder 33 -0.203 -0.303** 0.339* -0.153 -0.009 -0.130 1.142** 0.444
Investment Adviser 33 0.102 -0.047 0.136 0.021 0.076 -0.085* 0.563** 0.250
Other Institution 26 0.109 -0.049 0.943*** 0.395** 0.057 -0.085 3.630** 1.007**
Individual 11 0.228** 0.039 0.598 0.336 0.098 -0.073 0.929 0.623
Mutual Fund Manager 11 0.214 0.099 0.912** 0.167 0.386* 0.181 1.409** 0.428
Corporation 2 0.403 0.303 0.413 0.259 -0.205 -0.307 -0.086 -0.228
Public Pension Fund 5 0.360** 0.185** -1.086* -0.038 0.350** 0.164* -0.437* 0.228
Labor Union 3 0.170 0.051 0.311 0.157 0.145 0.028 0.534 0.236
Unnamed Shareholder 2 0.164 -0.373 0.760 -0.528 0.131 -0.334 1.912 -0.440
Hedge Fund 87 0.201** 0.009 0.232 -0.050 0.164** -0.029 1.739*** 0.704
Other Stakeholder 27 -0.054 -0.238** 1.075* -0.082 -0.016 -0.178 1.453** 0.115
Investment Adviser 24 0.152 -0.028 0.372 0.072 0.070 -0.104* 1.965** 0.605
Other Institution 22 -0.101 -0.258 1.317*** 0.222** -0.104 -0.219 2.821** 0.824**
Individual 8 0.513** 0.363 1.707 1.102 0.384 0.045 2.791 4.782
Mutual Fund Manager 9 0.107 -0.113 1.450** 0.007 0.227* -0.052 3.692** 0.115
Corporation 2 0.415 0.333 1.129 0.151 -0.193 -0.304 2.142 -0.115
Public Pension Fund 3 0.532** 0.162** -2.722* -0.643 0.486** 0.107* -0.519* 0.262
Labor Union 2 0.253 0.030 -0.081 0.093 0.214 0.001 0.204 0.302
Unnamed Shareholder 1 0.447 0.109 2.363 -0.863 0.461 0.031 8.923 -0.606

Source: Authors

[-1;+750]

APPENDIX 17.8: LONG-TERM STOCK RETURNS ACROSS ACTIVIST IDENTITY

[-1;+250]

[-1,+500]
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Single Activist 261 0.075*** 0.001 0.170*** 0.030 0.080*** -0.003 0.361*** 0.096**
Wolf Pack 25 0.055 -0.007 -0.328 -0.034 0.078 0.003 -0.020 0.019
Single Activist 212 0.072** -0.057* 0.347*** 0.013 0.098*** -0.049* 1.105*** 0.331***
Wolf Pack 19 0.143* 0.052 -0.773 0.009 -0.029 -0.091 0.613 0.745
Single Activist 167 0.137** -0.054* 0.752*** 0.028 0.139*** -0.066* 2.010*** 0.437***
Wolf Pack 18 0.171* 0.056 -1.06 0.036 -0.164 -0.186 1.725 3.610

Source: Authors

[-1;+750]

APPENDIX 17.9: LONG-TERM STOCK RETURNS ACROSS SINGLE ACTIVIST VS WOLF PACK

CAR BHAR

[-1;+250]

[-1;+500]

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Management & Board 119 0.024 -0.043 0.177*** 0.007 0.034 -0.040 0.403*** 0.084
M&A 47 0.116*** 0.003 0.047 -0.090* 0.115** -0.011 0.194** -0.043
Two objectives 37 0.198*** 0.085** 0.184 0.179** 0.194*** 0.070 0.460*** 0.277**
Divestures 24 0.084 0.011 0.171* 0.100 0.093 0.023 0.338** 0.127*
Other Governance 18 0.029 0.007 0.380*** -0.008 0.002 -0.010 0.561*** 0.012
Capital 11 -0.13 -0.141 -0.705** 0.035 -0.052 -0.073 -0.303* 0.088
Three objectives or more 8 0.043 0.125** 0.320** 0.143* 0.030 0.098* 0.391** 0.139
Review Strategy 9 0.087 0.004 -0.001 0.057 0.095 0.010 0.025 0.104
Payout Policy 7 0.275** 0.191*** -0.096 -0.049 0.318** 0.192** -0.075 -0.026
Other Shareholder Max. 4 0.324* 0.155* 0.161 0.058 0.355* 0.136 0.361 0.330
Remove & Appoint Directors 2 -0.025 -0.182** 0.646 -0.065 -0.172 -0.290* 0.488 0.286
Management & Board 92 -0.003 -0.131** 0.513*** 0.018 0.029 -0.108** 1.051*** 0.480**
M&A 38 0.188*** 0.000 0.035 -0.250* 0.137*** -0.068* 0.841* 0.023
Two objectives 29 0.137* 0.025 -0.024 0.272** 0.087 -0.040 0.533** 0.426**
Divestures 20 0.121 -0.009 0.343 0.123 0.208 0.056 2.384* 0.222
Other Governance 14 0.140 0.020 0.996*** -0.005 0.192 0.034 2.743** 0.361
Capital 10 -0.320 -0.272 -1.823** -0.079 -0.132 -0.111 -0.632*** 1.335
Three objectives or more 8 0.119 0.069 0.735*** 0.215* 0.083 0.039 1.303** 0.166
Review Strategy 8 0.221** 0.131 0.323 0.185 0.214* 0.100 0.757 0.249
Payout Policy 7 0.303* 0.135 -0.303 -0.228 0.196 -0.020 -0.244 -0.375**
Other Shareholder Max. 3 0.420 0.244 0.169 0.013 0.446 0.205 1.060 0.759
Remove & Appoint Directors 2 -0.122* -0.211 1.174 -0.112 -0.345 -0.343 0.983 0.916
Management & Board 78 0.050 -0.112** 1.263*** 0.050 0.048 -0.118** 2.506*** 0.674**
M&A 32 0.235*** -0.071 -0.094 -0.36* 0.202*** -0.120* 1.545* 0.390
Two objectives 26 0.176* 0.022 0.355 0.375** 0.061 -0.073 2.087** 0.709**
Divestures 13 0.369 0.217 0.634 0.393 0.332 0.126 2.007* 0.497
Other Governance 3 0.335 0.089 2.879*** 0.764 0.336 0.052 5.602** 1.078
Capital 9 -0.085 -0.155 -2.595** -0.127 -0.069 -0.095 -0.517*** 3.611
Three objectives or more 6 -0.007 -0.203 0.735*** 0.288* -0.019 -0.201 0.851** 0.077
Review Strategy 8 0.243** 0.101 0.733 0.127 0.237* 0.076 1.972 0.334
Payout Policy 5 0.369* -0.029 -1.084 -0.320 0.284 -0.120 -0.534 -0.457**
Other Shareholder Max. 3 0.431 0.231 0.320 -2.667 0.438 0.167 2.970 -0.948
Remove & Appoint Directors 2 -0.042* -0.113 1.850 -0.075 -0.346 -0.204 2.288 2.580

Source: Authors

[-1;+250]

[-1;+500]

[-1;+750]
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Remove & Appoint Directors 92 0.051 -0.011 0.225*** 0.019 0.047 -0.023 0.433*** 0.076
Two demands 33 0.209*** 0.096** 0.223* 0.195** 0.209*** 0.085* 0.513*** 0.299**
Oppose M&A Activity 30 0.083** -0.044* -0.093 -0.138* 0.071** -0.062** 0.101 -0.071
Multiple Governance 18 -0.221* -0.264** -0.162 -0.208 -0.138 -0.188** 0.197 -0.042
Support M&A Activity 17 0.175** 0.094 0.302*** -0.002 0.193* 0.090 0.362** 0.006
Three or more demands 12 0.088 0.114** 0.331** 0.164** 0.071 0.080* 0.457** 0.168*
Other Gov. Enhancements 14 0.060* 0.026 0.406*** 0.005 0.030 0.009 0.598*** 0.033
Other Capital Structure Rel. 10 -0.112 -0.140 -0.439* -0.071 -0.005 -0.045 -0.229 -0.032
Review Strategy 9 0.087 0.004 -0.001 0.057 0.095 0.010 0.025 0.104
Return Cash via Div./Buybacks 7 0.275** 0.191*** -0.096 -0.049 0.318** 0.192** -0.075 -0.026
Spinoff 7 -0.083 -0.133 -0.048 0.119 -0.065 -0.094 0.263 0.197
Breakup Company 8 0.101 0.061 0.183 -0.030 0.082 0.060 0.268 -0.044
Remuneration 6 0.248*** 0.043 0.024 0.079 0.267*** 0.045 0.022 0.084
Asset sale 5 0.160 0.062 0.058 0.160 0.159 0.035 0.070 0.186
Other Shareholder Maxim. 4 0.324* 0.155* 0.161 0.058 0.355* 0.136 0.361 0.330
Remove & Appoint Officers 3 0.117 -0.006 0.509 0.761 0.097 -0.037 0.755 1.149
Multiple Divestures 4 0.245 0.097 0.618** 0.260 0.311 0.139 0.925* 0.309
ESG 4 -0.082* -0.062** 0.288 -0.045 -0.097* -0.077*** 0.429 -0.050
Multiple Capital 1 -0.309 -0.152 -3.100 1.093 -0.519 -0.352 -0.967 1.292
Management & Board 2 -0.025 -0.182** 0.646 -0.065 -0.172 -0.290* 0.488 0.286
Remove & Appoint Directors 75 0.005 -0.123** 0.557*** -0.012 0.004 -0.128** 1.067*** 0.409*
Two demands 26 0.111 0.010 -0.075 0.230* 0.067 -0.049 0.505** 0.353*
Oppose M&A Activity 25 0.171*** -0.045 -0.173 -0.225 0.124** -0.107** 0.905 0.126
Multiple Governance 12 -0.218 -0.400* 0.208 -0.074 -0.006 -0.213 0.985* 0.631
Support M&A Activity 13 0.223** 0.079 0.45** -0.295 0.160* 0.000 0.713** -0.167
Three or more demands 11 0.186** 0.125* 0.711*** 0.340** 0.130 0.075 1.218** 0.418*
Other Gov. Enhancements 10 0.123 0.003 0.983** 0.015 0.193 0.025 1.764** 0.562
Other Capital Structure Rel. 9 -0.414 -0.364 -1.190*** -0.480 -0.135 -0.146 -0.586*** -0.262*
Review Strategy 8 0.221** 0.131 0.323 0.185 0.214* 0.100 0.757 0.249
Return Cash via Div./Buybacks 7 0.303* 0.135 -0.303 -0.228 0.196 -0.020 -0.244 -0.375**
Spinoff 5 0.099 -0.137 0.387 0.425 0.162 -0.055 6.709 0.877
Breakup Company 8 0.206 0.119 0.522 -0.040 0.262 0.172 1.523* -0.026
Remuneration 3 0.625** 0.401** 0.138 0.181* 0.848* 0.502* 0.123 0.168
Asset sale 5 -0.216 -0.262 -0.157 -0.115 -0.207 -0.208 -0.025 -0.203
Other Shareholder Maxim. 3 0.420 0.244 0.169 0.013 0.446 0.205 1.060 0.759
Remove & Appoint Officers 2 0.053 -0.046 1.282* 1.264 -0.046 -0.154 2.246 2.597
Multiple Divestures 2 0.675 0.244 0.767 0.562* 1.143 0.321 1.039 0.628*
ESG 4 0.183 0.072 1.028 -0.044 0.190 0.061 5.190 -0.041
Multiple Capital 1 0.521 0.651 -6.883 3.125 -0.106 0.237 -0.999 14.110
Management & Board 2 -0.122* -0.211 1.174 -0.112 -0.345 -0.343 0.983 0.916
Remove & Appoint Directors 63 0.038 -0.127** 1.257*** -0.101 -0.011 -0.176** 2.504*** 0.444*
Two demands 23 0.152 0.004 0.274 0.306* 0.049 -0.086 2.080** 0.604*
Oppose M&A Activity 21 0.238*** -0.118 -0.483 -0.210 0.243** -0.132** 1.306 0.730
Multiple Governance 10 -0.078 -0.256* 1.367 0.744 0.066 -0.125 1.723* 1.433
Support M&A Activity 11 0.229** 0.018 0.683** -0.645 0.124* -0.097 2.024** -0.256
Three or more demands 9 0.113** -0.093* 0.863*** 0.539** 0.039 -0.132 1.179** 0.602*
Other Gov. Enhancements 2 0.220 0.038 1.942** 0.764 0.140 -0.003 5.602** 1.078
Other Capital Structure Rel. 8 -0.163 -0.239 -1.368*** -0.646 -0.06 -0.112 -0.448*** -0.274*
Review Strategy 8 0.243** 0.101 0.733 0.127 0.237* 0.076 1.972 0.334
Return Cash via Div./Buybacks 5 0.369* -0.029 -1.084 -0.320 0.284 -0.120 -0.534 -0.457**
Spinoff 3 0.433 0.283 0.705 0.722 0.326 0.169 2.680 1.091
Breakup Company 5 0.196 0.119 0.778 -0.311 0.133 0.085 2.853* -0.284
Remuneration 3 0.785** 0.690** 0.364 0.190* 1.312* 1.196* 0.580 0.147
Asset sale 3 0.209 0.070 0.035 0.581 -0.267 -0.239 0.220 0.277
Other Shareholder Maxim. 3 0.431 0.231 0.320 -2.667 0.438 0.167 2.970 -0.948
Remove & Appoint Officers 2 -0.045 -0.086 2.285* 1.736 -0.108 -0.192 8.966 5.385
Multiple Divestures 2 0.944 0.655 1.066 1.028* 1.737 0.893 1.561 1.497*
ESG 1 0.566 0.215 4.754 - 0.727 0.190 - -
Multiple Capital 1 0.535 0.513 -11.189 4.022 -0.140 0.041 -1.00 34.692
Management & Board 2 -0.042* -0.113 1.850 -0.075 -0.346 -0.204 2.288 2.580

Source: Authors

[-1;+750]

[-1;+250]

[-1;+500]
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Successful 96 0.045 -0.037 0.138** 0.028 0.045 -0.043 0.271*** 0.106*
Unknown 66 0.060** -0.023 0.232 0.008 0.051*** -0.036 0.455*** 0.066**
Unsuccessful 76 0.107* 0.038 0.097*** 0.073 0.129 0.049 0.356*** 0.151
Partly successful 48 0.097* 0.040 0.030 -0.036 0.110** 0.038 0.239** -0.009
Successful 86 0.016 -0.120** 0.402*** -0.049 0.001 -0.130*** 0.951*** 0.227
Unknown 43 0.091 -0.057 0.362 -0.017 0.125* -0.042 1.417*** 0.326**
Unsuccessful 61 0.078 0.000 0.089** 0.160 0.139* 0.018 1.029** 0.789*
Partly successful 41 0.190*** 0.040 0.135 -0.047 0.155** -0.010 1.002*** 0.078
Successful 74 0.091 -0.093** 1.017*** -0.081 0.041 -0.144*** 2.387*** 0.334
Unknown 28 0.178 0.014 0.592 -0.152 0.143* -0.015 1.769*** -0.014**
Unsuccessful 53 0.108 -0.056 0.328** 0.390 0.142* -0.048 1.696** 1.935*
Partly successful 30 0.285*** 0.038 0.021 -0.19 0.193** -0.034 1.667*** 0.164

Source: Authors

[-1;+500]

[-1;+750]

APPENDIX 17.12: LONG-TERM STOCK RETURNS ACROSS CAMPAIGN SUCCESS
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
United Kingdom 149 0.083** 0.019 0.310*** 0.075* 0.092*** 0.015 0.558*** 0.160***
Germany 31 0.111** 0.019 -0.17 -0.050 0.091** 0.000 0.015 -0.020
France 31 0.084* 0.014 -0.08 -0.000 0.076 -0.000 0.099 0.047
Switzerland 13 0.070 0.033 0.048 0.021 0.070 0.044 0.186 0.035
Sweden 13 0.105 -0.05 0.133* 0.188** 0.091 -0.070 0.131 0.204**
Italy 10 0.093 0.071* 0.016 0.047 0.100 0.061 0.094 0.067
Netherlands 10 0.131 0.042 -0.05 0.060 0.083 0.001 0.021 0.073
Ireland 10 -0.410* -0.510** -0.16 -0.280 -0.240* -0.360*** 0.156 -0.100
Norway 6 -0.050 -0.200 -0.39* -0.300 0.004 -0.140 -0.230 -0.190
Spain 6 0.168** -0.000 0.141 -0.040 0.134* -0.030 0.160 -0.060
Finland 3 0.385** 0.230* -0.16 0.039 0.414* 0.233* -0.120 0.023
Denmark 2 0.112 0.132 -0.02 -0.150 0.102 0.133 -0.030 -0.150
Austria 1 - 0.160 - - - - - -
Belgium 1 -0.091 -0.301 -0.150 -0.076 -0.112 -0.283 -0.162 -0.099
Greece 0 - - - - - - - -
United Kingdom 118 0.082* -0.010 0.725*** 0.154* 0.069 -0.040 1.764*** 0.535***
Germany 24 0.032 -0.110* -0.520 -0.340** 0.021 -0.110* 0.540 -0.190**
France 28 0.211** 0.114* -0.300 0.007 0.258** 0.091 0.129 0.689
Switzerland 9 0.320*** 0.020 0.003 0.268* 0.332*** 0.049 0.360 0.338*
Sweden 11 0.090 -0.090 0.369* 0.356* 0.081 -0.110 0.554* 0.575*
Italy 10 0.154* 0.096 0.097 0.006 0.115 0.061 0.577 0.133
Netherlands 9 0.195** 0.019 -0.540 -0.120 0.086 -0.070 -0.200 -0.110
Ireland 8 -0.940** -0.990*** -0.490 -1.160* -0.410* -0.52*** 0.322 -0.150
Norway 5 -0.000 -0.330 -0.190 -0.720* 0.120 -0.220 0.170 -0.440*
Spain 2 -0.150 -0.180 -0.130*** - -0.260 -0.230 -0.240 -
Finland 3 0.330** 0.166 -0.760 -0.210 0.252* 0.131 -0.360 -0.090
Denmark 2 0.266 0.014 -0.150 -0.220 0.292 -0.010 -0.150 -0.110
Austria 1 0.286 0.174 1.116 0.051 0.281 0.141 1.961 0.015
Belgium 1 0.226 -0.171 0.407 0.256 0.184 -0.212 0.420 0.219
Greece 0 - - - - - - - -
United Kingdom 94 0.132* -0.010 1.575*** 0.106* 0.085 -0.080 3.271*** 0.751***
Germany 22 0.125 -0.160* -0.960 -0.560** -0.020 -0.250* 0.708 -0.250**
France 22 0.365** 0.174* -0.600 0.276 0.414** 0.144 0.501 2.236
Switzerland 6 0.314*** 0.110 -0.410 0.304* 0.287*** 0.087 0.554 0.447*
Sweden 9 0.134 -0.040 0.992* 0.738* 0.095 -0.080 1.242* 1.232*
Italy 9 0.228* 0.154 -0.030 -0.040 0.156 0.136 0.407 0.109
Netherlands 8 0.221** -0.020 -0.700 -0.370 0.076 -0.130 0.415 -0.320
Ireland 6 -0.920** -1.15*** -0.140 -1.740* -0.370* -0.570*** 1.117 -0.890
Norway 0 - - - - - - - -
Spain 3 -0.270 -0.470 -0.830*** - -0.170 -0.280 -0.160 -
Finland 3 0.346** 0.095 -1.830 -0.390 0.223* 0.043 -0.220 0.007
Denmark 2 0.330 -0.120 -0.480 -0.430 0.373 -0.140 -0.400 -0.170
Austria 0 - - - - - - - -
Belgium 1 0.434 0.158 1.367 0.527 0.409 0.036 2.576 0.541
Greece 0 - - - - - - - -

Source: Authors

[-1;+250]

[-1;+500]

[-1;+750]
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
1998 1 0.417 0.211 - 0.658 0.378 0.134 - 0.749
1999 1 0.402 -0.225 - 0.496 0.435 -0.222 - 0.591
2000 1 -0.243 -0.203 - -1.216 -0.263 -0.243 - -0.724
2001 1 0.039 0.203 - -0.081 -0.025 0.194 - -0.113
2003 4 0.179** -0.180** -0.704 0.085 0.117 -0.220** -0.276 0.189
2004 1 0.400 0.153 0.257 0.282 0.440 0.130 0.249 0.278
2006 3 0.477** 0.242 0.379** 0.529* 0.502** 0.202 0.400** 0.640*
2007 11 -0.272* -0.143 -0.398* -0.181 -0.247** -0.124 -0.244 -0.17
2008 3 -0.249 0.031 -2.132 0.449 -0.368 -0.090 -0.630 0.459
2009 1 0.014** 0.045* -0.552** -0.025 -0.014** 0.039* -0.430** -0.036
2010 14 0.295 0.228 -0.273* 0.043 0.419 0.305 -0.200** 0.072
2011 32 0.016*** -0.004** 0.210*** -0.091** -0.025*** -0.053* 0.512*** -0.058**
2012 37 0.259*** 0.093* 0.288* 0.155** 0.274*** 0.086 0.528* 0.236**
2013 39 0.177 0.079** 0.099 0.142 0.188 0.081** 0.138 0.202
2014 34 -0.101* -0.157 0.039* -0.091 -0.066* -0.126 0.194** 0.002
2015 42 -0.101*** -0.068 0.163*** -0.083* -0.084*** -0.043 0.393*** 0.043
2016 59 0.129 -0.021* 0.408 0.085 0.110 -0.041 0.614 0.083
2017 2 0.225 0.053 0.431 - 0.211 0.035 0.564 -
1998 1 0.020 -0.189 - 0.531 -0.263 -0.391 - 0.222
1999 1 0.420 0.190 - 1.398 0.414 0.141 - 2.806
2000 1 -0.158 0.092 - -2.042 -0.227 -0.052 - -0.885
2001 1 -0.415 0.153 - -0.680 -0.462 0.088 - -0.545
2003 4 0.081 -0.424*** -1.536 -0.016 -0.010 -0.413** -0.271 0.444
2004 1 0.514 0.039 1.398 0.269 0.599 -0.016 2.733 0.236
2006 3 -0.405*** -0.345 -0.082 0.073 -0.345*** -0.241* -0.049 -0.102
2007 11 -0.479 -0.107 -0.097 -0.009 -0.469** -0.203 0.329 -0.118
2008 3 0.096 0.202 -4.993 1.127 -0.205 0.001 -0.555 4.715
2009 1 -0.092* 0.092 -0.980 -0.194 -0.128 0.082 -0.631 -0.193
2010 14 0.252 0.193 -0.360** -0.178 0.209 0.155** -0.132*** -0.088
2011 32 0.055*** -0.116 0.629** -0.239 0.061*** -0.124 1.508*** 0.069**
2012 37 0.347** 0.093 0.437 0.150* 0.422* 0.103 1.437 0.767*
2013 39 0.151 -0.029* 0.080*** 0.141 0.138* -0.053** 0.112*** 0.147
2014 34 -0.14 -0.156 0.531*** -0.087 -0.097 -0.117 1.128*** 0.260
2015 42 0.092 -0.032* 0.713 0.079 0.110 -0.013** 2.250 0.681
2016 6 0.054 -0.152 0.151 - 0.004 -0.152 0.731 -
2017 0 - - - - - - - -
1998 1 -0.651 -0.640 - 0.521 -0.706 -0.685 - -0.024
1999 1 0.247 0.123 - 1.819 0.129 0.042 - 4.612
2000 1 -0.060 0.530 - -2.790 -0.174 0.350 - -0.947
2001 1 -0.182 0.073 - -0.738 -0.349 -0.012 - -0.583
2003 4 0.119 -0.696*** -2.427 -0.075 -0.005 -0.560** 0.006 1.228
2004 1 0.514 -0.041 3.980 0.147 0.599 -0.106 3.980 0.087
2006 3 -0.031*** 0.036 0.588 0.992 -0.526*** -0.367* 0.017 0.430
2007 11 -0.006 0.114 1.207 0.318 -0.265** -0.095 2.943 0.226
2008 3 0.028 0.068 -7.838 1.384 -0.275 -0.142 -0.404 11.526
2009 1 0.125* 0.444 -1.290 -0.146 0.034 0.516 -0.734 -0.168
2010 14 0.178 -0.058 -0.369** -0.594 0.084 -0.118** 0.408*** -0.263
2011 32 0.150*** -0.106 1.116** -0.294 0.167*** -0.097 2.948*** 0.339**
2012 37 0.374** 0.072 0.680 0.227* 0.484* 0.086 2.274 1.061*
2013 39 0.098 -0.062* 0.286*** 0.124 0.096* -0.053** 0.958*** 0.210
2014 34 0.062 -0.102 1.515*** 0.014 -0.048 -0.183 2.945*** 1.086
2015 2 -0.754 -0.018* 3.157 - -0.214 -0.042** 3.328 -
2016 0 - - - - - - - -
2017 0 - - - - - - - -

Source: Authors

[-1;+750]

[-1;+250]

[-1;+500]
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Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.
Growth and Recession period are determined by use of STOXX600 returns as leading indicator

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Growth 282 0.077*** 0.000 0.158*** 0.020 0.085*** -0.002 0.344*** 0.086**
Recession 4 -0.183 0.034 -1.737* 0.331 -0.279** -0.058 -0.580** 0.335
Growth 227 0.078** -0.052* 0.344*** -0.003 0.093*** -0.053** 1.100*** 0.305***
Recession 4 0.049 0.175 -3.990* 0.796 -0.186** 0.021 -0.574* 3.488
Growth 181 0.142** -0.047* 0.756*** 0.005 0.116*** -0.080** 2.043*** 0.529***
Recession 4 0.052 0.162 -6.201* 1.002 -0.198** 0.022 -0.486* 8.603

Source: Authors

[-1;+750]

APPENDIX 17.15: LONG-TERM STOCK RETURNS ACROSS MACRO CONDITIONS

CAR BHAR

[-1;+250]

[-1;+500]
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Appendix 18: Significance Test - European vs. American Activists 

We use a one-tailed Student’s t-test to test the hypothesis that firms targeted by European activists 

outperform those targeted by North American ones. The mean return of firms targeted by European 

activists is denoted by 𝜇𝐸𝑢𝑟𝑜𝑝𝑒, while the mean return of firms targeted by North American activists 

is denoted by 𝜇𝑁𝑜𝑟𝑡ℎ 𝐴𝑚𝑒𝑟𝑖𝑐𝑎. Hence, in testing for significance, we test the alternative hypothesis 

against the null hypothesis: 

H0: 𝜇𝐸𝑢𝑟𝑜𝑝𝑒 =  𝜇𝑁𝑜𝑟𝑡ℎ 𝐴𝑚𝑒𝑟𝑖𝑐𝑎 

HA:  𝜇𝐸𝑢𝑟𝑜𝑝𝑒 > 𝜇𝑁𝑜𝑟𝑡ℎ 𝐴𝑚𝑒𝑟𝑖𝑐𝑎 

The results show that the mean simple market-adjusted BHARs of firms targeted by European ac-

tivists are larger than the ones of firms targeted by North American activists positive at the 5% level 

for the event windows [-1;+500], [-1;+625], and [-1;+750] and significant for the raw BHARs at the 

10% level for the event window [-1;+500]. 

 

  

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window N Raw Mkt CAPM FF Raw Mkt CAPM FF
Europe 213 0.047 0.022 0.048 0.022 0.044 0.010 0.095 0.045
North America 101 0.059 0.026 0.068 0.060 0.052 0.019 0.095 0.068
Europe 180 0.072 -0.003 0.117 0.025 0.082 -0.002 0.319 0.093
North America 93 0.083 0.018 0.126 0.033 0.085 0.012 0.337 0.108
Europe 167 0.064 -0.020 0.110 -0.036 0.044 -0.051 0.585 0.119
North America 90 0.081 -0.011 0.208 0.039 0.098 -0.015 0.690 0.193
Europe 142 0.056 -0.057 0.156 -0.062 0.146** -0.010** 0.967 0.383
North America 82 0.101 -0.031 0.315 0.060 0.008 -0.109 0.967 0.372
Europe 133 0.140 -0.005 0.532 0.066 0.170* 0.011** 1.389 0.365
North America 74 0.129 -0.04 0.302 -0.001 0.051 -0.108 1.263 0.365
Europe 119 0.114 -0.093 0.337 -0.067 0.152 -0.034** 1.871 0.554
North America 62 0.158 -0.013 0.694 0.089 0.030 -0.157 1.871 0.554

Source: Authors

[-1;+750]

[-1;+250]

[-1;+500]

[-1;+375]

APPENDIX 18: LONG-TERM STOCK RETURNS - EUROPEAN VS. AMERICAN ACTIVISTS

CAR BHAR

[-1;+250]

[-1;+625]
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Appendix 19: Capital Allocation Graphs 
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Appendix 20: Sensitivity Analysis - Time  
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Appendix 21: Factor Loading Comparison Regression Output 

 

 

 

Significance is indicated by ***, **, and * for the 1%, 5% and 10% significance levels, respectively.

Panel A: Regression Statistics

R Square

Adjusted R Square

Standard Error

Observations

Significance F

Panel B: Intercept and Coefficients

Intercept Mkt-Rf Intercept Mkt-Rf SMB HML RMW CMA

Coefficient 0.0001 0.9764*** 0.0005** 0.6076*** -0.3163*** -0.0468 -0.3388*** -0.4649***

P-value 0.2550 0.0000 0.0029 0.0000 0.0000 0.2731 0.0000 0.0000

Source: Authors

CAPM Fama-French

2744
0.0000 0.0000

Fama-French

0.9017
0.9016
0.0066
2894

0.6206
0.6199
0.0082

APPENDIX 21.1: 750-DAY SHADOW PORTFOLIO

CAPM

Significance is indicated by ***, **, and * for the 1%, 5% and 10% significance levels, respectively.

Panel A: Regression Statistics

R Square

Adjusted R Square

Standard Error

Observations

Significance F

Panel B: Intercept and Coefficients

Intercept Mkt-Rf Intercept Mkt-Rf SMB HML RMW CMA
Coefficient -0.0009*** 0.8119*** 0.0004** 0.3712*** -0.1711*** -0.2079*** -0.2367*** -0.0015
P-value 0.0000 0.0000 0.0198 0.0000 0.0001 0.0000 0.0003 0.9813

Source: Authors

0.00000.0000

0.0089 0.0086
2749 2599

CAPM Fama-French

APPENDIX 21.2: ANGLO-AMERICAN GOVERNANCE

CAPM Fama-French

0.7708 0.3138
0.7707 0.3125
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Significance is indicated by ***, **, and * for the 1%, 5% and 10% significance levels, respectively.

Panel A: Regression Statistics

R Square

Adjusted R Square

Standard Error

Observations

Significance F

Panel B: Intercept and Coefficients

Intercept Mkt-Rf Intercept Mkt-Rf SMB HML RMW CMA
Coefficient -0.0002 0.9355*** 0.0004* 0.5627*** -0.2974*** 0.0312 -0.5170*** -0.1858**
P-value 0.2479 0.0000 0.0079 0.0000 0.0000 0.4838 0.0000 0.0028

Source: Authors

0.0000

0.0078 0.0085
2843 2693

CAPM Fama-French

APPENDIX 21.3: FRENCH & GERMAN GOVERNANCE

CAPM Fama-French

0.8591 0.5726
0.8590 0.5718

0.0000

Significance is indicated by ***, **, and * for the 1%, 5% and 10% significance levels, respectively.

Panel A: Regression Statistics

R Square
Adjusted R Square
Standard Error
Observations
Significance F

Panel B: Intercept and Coefficients

Intercept Mkt-Rf Intercept Mkt-Rf SMB HML RMW CMA
Coefficient -0.0009*** 0.8566*** 0.0003** 0.4798*** -0.0823** -0.0462 -0.2634*** 0.0293
P-value 0.0000 0.0000 0.0212 0.0000 0.0199 0.2211 0.0000 0.5761

Source: Authors

0.8490 0.4899
0.8489 0.4890

APPENDIX 21.4: HIGH PERFORMANCE INDUSTRIES

CAPM Fama-French

CAPM Fama-French

0.0074 0.0072
2894 2744

0.0000 0.0000

Significance is indicated by ***, **, and * for the 1%, 5% and 10% significance levels, respectively.

Panel A: Regression Statistics

R Square
Adjusted R Square
Standard Error
Observations
Significance F

Panel B: Intercept and Coefficients

Intercept Mkt-Rf Intercept Mkt-Rf SMB HML RMW CMA
Coefficient -0.0001 0.9621*** 0.0004** 0.5679*** -0.4015*** -0.1175** -0.5069*** -0.4961***
P-value 0.6366 0.0000 0.0426 0.0000 0.0000 0.0246 0.0000 0.0000

Source: Authors

0.8374 0.5205
0.8373 0.5196

APPENDIX 21.5: OTHER INDUSTRIES

CAPM Fama-French

CAPM Fama-French

0.0087 0.0100
2843 2693

0.0000 0.0000
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Significance is indicated by ***, **, and * for the 1%, 5% and 10% significance levels, respectively.

Panel A: Regression Statistics

R Square
Adjusted R Square
Standard Error
Observations
Significance F

Panel B: Intercept and Coefficients

Intercept Mkt-Rf Intercept Mkt-Rf SMB HML RMW CMA
Coefficient 0.0002 0.9934*** 0.0004** 0.6539*** -0.2767*** -0.0383 -0.3599*** -0.7225***
P-value 0.2186 0.0000 0.0274 0.0000 0.0000 0.4605 0.0000 0.0000

Source: Authors

APPENDIX 21.6: HEDGE FUND ACTIVIST

0.8512 0.5618
0.0085 0.0099

CAPM Fama-French
0.8512 0.5626

2894 2744

CAPM Fama-French

0.0000 0.0000

Significance is indicated by ***, **, and * for the 1%, 5% and 10% significance levels, respectively.

Panel A: Regression Statistics

R Square
Adjusted R Square
Standard Error
Observations
Significance F

Panel B: Intercept and Coefficients

Intercept Mkt-Rf Intercept Mkt-Rf SMB HML RMW CMA
Coefficient -0.001*** 0.7709*** 0.0004** 0.3518*** -0.1435*** -0.0506 -0.3654*** 0.2473***
P-value 0.0000 0.0000 0.0137 0.0000 0.0001 0.2028 0.0000 0.0000

Source: Authors

APPENDIX 21.7: OTHER ACTIVIST TYPES

0.7602 0.3657
0.0085 0.0075

CAPM Fama-French
0.7603 0.3670

2690 2540

CAPM Fama-French

0.0000 0.0000

Significance is indicated by ***, **, and * for the 1%, 5% and 10% significance levels, respectively.

Panel A: Regression Statistics

R Square
Adjusted R Square
Standard Error
Observations
Significance F

Panel B: Intercept and Coefficients

Intercept Mkt-Rf Intercept Mkt-Rf SMB HML RMW CMA
Coefficient -0.0004*** 0.9125*** 0.0004*** 0.5478*** -0.2084*** -0.0335 -0.3931*** -0.1063**
P-value 0.0093 0.0000 0.0038 0.0000 0.0000 0.4104 0.0000 0.0603

Source: Authors

0.0000 0.0000

APPENDIX 21.8: REPUTABLE ACTIVISTS

CAPM Fama-French

0.0071 0.0078
2894 2744

0.8742 0.5624
0.8741 0.5616

CAPM Fama-French



Madelon Grandjean Poulsen & Henriette Søs Henriksen 

 179 

 

 

 

Significance is indicated by ***, **, and * for the 1%, 5% and 10% significance levels, respectively.

Panel A: Regression Statistics

R Square
Adjusted R Square
Standard Error
Observations
Significance F

Panel B: Intercept and Coefficients

Intercept Mkt-Rf Intercept Mkt-Rf SMB HML RMW CMA
Coefficient 0.0001 0.9607*** 0.0005** 0.5504*** -0.3431*** -0.0097 -0.3993*** -0.4763***
P-value 0.7135 0.0000 0.0127 0.0000 0.0000 0.8604 0.0000 0.0000

Source: Authors

0.0000 0.0000

APPENDIX 21.9: NON-REPUTABLE ACTIVISTS

CAPM Fama-French

0.0093 0.0105
2843 2693

0.8164 0.4762
0.8164 0.4752

CAPM Fama-French

Significance is indicated by ***, **, and * for the 1%, 5% and 10% significance levels, respectively.

Panel A: Regression Statistics

R Square
Adjusted R Square
Standard Error
Observations
Significance F

Panel B: Intercept and Coefficients

Intercept Mkt-Rf Intercept Mkt-Rf SMB HML RMW CMA
Coefficient -0.0011*** 0.837*** 0.0002 0.4646*** 0.0049 -0.0333 -0.3678*** 0.0036
P-value 0.0000 0.0000 0.3374 0.0000 0.9183 0.5139 0.0000 0.9593

Source: Authors

0.0000 0.0000

0.7430 0.3188

APPENDIX 21.10: GOVERNANCE CAMPAIGN OBJECTIVE

2880 2730

CAPM Fama-French

0.7429 0.3175
0.0101 0.0097

CAPM Fama-French

Significance is indicated by ***, **, and * for the 1%, 5% and 10% significance levels, respectively.

Panel A: Regression Statistics

R Square
Adjusted R Square
Standard Error
Observations
Significance F

Panel B: Intercept and Coefficients

Intercept Mkt-Rf Intercept Mkt-Rf SMB HML RMW CMA
Coefficient -0.0001 0.9532*** 0.0004** 0.5391*** -0.3885*** -0.0646 -0.4051*** -0.4689***
P-value 0.3373 0.0000 0.0294 0.0000 0.0000 0.1687 0.0000 0.0000

Source: Authors

0.0000 0.0000

0.8647 0.5469

APPENDIX 21.11: OTHER CAMPAIGN OBJECTIVE

2894 2744

CAPM Fama-French

0.8647 0.5461
0.0078 0.0090

CAPM Fama-French
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Appendix 22: Winsorized Stock Performance Results  

 

 

 

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window Raw Mkt CAPM FF Raw Mkt CAPM FF
Mean 0.009*** 0.008*** 0.009*** 0.009*** 0.009*** 0.008*** 0.009*** 0.009***
Median 0.002 0.003 0.003 0.003 0.002 0.003 0.003 0.003
St. dev. 0.033 0.032 0.031 0.031 0.033 0.032 0.031 0.031
N 365 365 355 332 365 365 355 332
Mean 0.014*** 0.014*** 0.014*** 0.015*** 0.014*** 0.014*** 0.014*** 0.015***
Median 0.008 0.009 0.007 0.007 0.007 0.009 0.007 0.007
Std. dev. 0.045 0.044 0.043 0.043 0.045 0.045 0.044 0.043
N 365 365 355 332 365 365 355 332
Mean 0.051*** 0.036*** 0.045*** 0.045*** 0.03*** 0.043*** 0.030*** 0.035***
Median 0.041 0.024 0.033 0.035 0.017 0.025 0.007 0.014
Std. dev. 0.155 0.148 0.166 0.157 0.148 0.173 0.156 0.156
N 365 365 355 332 365 365 355 332
Mean 0.063*** 0.043*** 0.057*** 0.043*** 0.055*** 0.034*** 0.055*** 0.037***
Median 0.049 0.025 0.045 0.030 0.038 0.017 0.032 0.021
Std. dev. 0.188 0.182 0.212 0.190 0.198 0.190 0.226 0.193
N 365 365 355 332 365 365 355 332

Source: Authors

[-20;+20]

[-30;+30]

APPENDIX 22.1: SHORT-TERM STOCK RETURNS - WINSORIZED RESULTS

CAR BHAR

[-1;0]

[-1;+1]

Both CAR and BHAR stock returns are reported as decimals on four different measures: i) Raw, ii) Mkt, iii) CAPM, and iv) FF,as previously specified. Significance is
indicated by ***, **, and * for the 1%, 5%, and 10% significance levels, respectively.

Event Window Raw Mkt CAPM FF Raw Mkt CAPM FF
Mean 0.078*** 0.004 0.145*** 0.024 0.069*** -0.012 0.291*** 0.059**
Median 0.106 0.018 0.121 0.021 0.064 -0.024 0.060 -0.011
Standard dev 0.349 0.312 0.617 0.464 0.354 0.293 0.824 0.485
N 280 303 271 248 280 303 271 248
Mean 0.085** -0.041 0.302*** 0.014 0.079** -0.058** 0.824*** 0.252***
Median 0.123 0.026 0.224 -0.011 0.031 -0.082 0.130 -0.120
Standard dev 0.557 0.518 1.209 0.875 0.538 0.432 2.170 1.353
N 227 245 220 201 227 245 220 201
Mean 0.150*** -0.033 0.660*** 0.031 0.088** -0.093*** 1.601*** 0.390***
Median 0.240 0.027 0.742 -0.012 0.065 -0.112 0.444 -0.154
Standard dev 0.601 0.588 2.012 1.119 0.591 0.456 3.005 1.897
N 181 192 174 162 181 192 172 162

Source: Authors

[-1;+750]

APPENDIX 22.2: LONG-TERM STOCK RETURNS - WINSORIZED RESULTS

CAR BHAR

[-1;+250]

[-1;+500]


