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Dealing with shareholder activism:
Twenty things to do (and six things not to do)

Any listed company is a potential target for
activist campaigns. But companies can take
steps to minimise and mitigate the risk

1. Track and evaluate factors that may attract
the attention of activists.
These may include factors such as:
—  Visibly weak or problematic governance.
—  Poor stock market performance.
—  Negative coverage from analysts.
—  Sustained negative media coverage.
—  Astockpile of cash.

2. Assess the company’s situation
regularly, to identify vulnerabilities.
If appropriate, use external advisers to audit the
company’s position and/or maintain a watching
brief over potential trigger points.

Certain situations may be particularly attractive to
activists: e.g. they may campaign against a sale

— often aiming to achieve better terms or a better
price via an alternative deal — or invest in an
acquiror whose stock price falls after a merger
announcement, hoping to kill the dealand drive
the price back up.

3. Monitor activist activity in other companies.
Track trending issues and evaluate your
vulnerability on them. External advisers
may be retained on a watching brief.

4. Monitor the shareholder register
and trading in the company’s shares.
Causes for concern may include unusual activity
(including unusual levels of stock lending and
borrowing), stake-building by known activists or
their proxies, and the appearance of multiple small
holdings on the register.

5. Ensure the Investor Relations team
has good, proactive relationships
with major shareholders.
Address the concerns of key shareholders quickly and
effectively, while delivering a strong message on
issues such as strategy, growth and shareholder value.

10.

Identify and target shareholders the
company would like to have.

A core of large holdings in the hands of
sympathetic institutional investors is a strong
defence against activism.

Engage regularly with smaller shareholders.
Such engagement tends to be with retail investors,
but it can still have a positive effect on overall
shareholder sentiment (and social media coverage).

Maintain good relationships with

analysts and journalists.

Good practice includes running roadshows
(including virtual ones), making information easy
to access, and responding promptly

to queries.

Although board-proposed resolutions

at general meetings are still usually approved
(unlike shareholder resolutions), opposition
to them should be taken seriously.

Under the UK Corporate Governance Code,

if 20% or more of votes are cast against the board
recommendation for a resolution, the company
should say how it will consult shareholders on the
issue, then publish the views received and actions
taken. But even a negative vote below 20% can be
a sign of trouble.

The most successful shareholder resolutions are
often the more specific ones. It is usually easier to
attract support for the removal of a particular
director with a poor record than it

is to force strategic change.

Have an action plan for responding to
activism, to facilitate a co-ordinated and
rapid response to activist activity.

Some companies run exercises to stress-test their
plans (and to give their team experience), with
external advisers playing the role of

the activist.
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https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcms.law%2Fmedia%2Flocal%2Fcms-cmno%2Ffiles%2Fother%2Fcms-shareholder-activism-full-toolkit&data=05%7C01%7CSam.Witham%40cms-cmno.com%7Cd52bf070239a41e8567708db2a1895ce%7C8ddab29711af4f76b704c18a1d2b702f%7C0%7C0%7C638150057305278172%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=VeR5D6XJmltEU2tbXPUWrjapwmzXoK3iKF3MiFh23lc%3D&reserved=0




