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global investor by Jean Pierre Verster

Profiting from
activism

W ith global equit-
ies under pres-
sure, investors
are increasingly
looking for op-
p o r t u n it ie s

where there is some kind of catalyst to
unlock immediate shareholder value,
rather than just betting on the general
direction of markets.

One such opportunity is to invest in
companies being targeted by share-
holder activists. Activists seek to unlock
value for all shareholders by persuading
a board of directors to follow a specific
course of action.

Most often this would be to replace
management, to spin off or sell a divi-
sion, to buy back shares, to seek a buyer
for the whole company, or to embark on
some kind of corporate restructure. In
cases where a company’s board is not
agreeable to an activist’s friendly pro-
posals, a hostile proxy fight often en-
sues, in which proposals are taken dir-
ectly to shareholders to vote on.

Let ’s look at some recent activist
campaigns around the globe:

To�s�h�i�b�a
This sprawling Japanese
conglomerate was foun-
ded in July 1875, 147 years
ago. It had a near-death
experience in 2015 due to
an accounting scandal, ex-
acerbated by ballooning
construction cost over-
runs at its erstwhile US
subsidiary Westinghouse.
Today, Toshiba has a mar-
ket cap of almost $18bn.

The years-long battle
between the company’s
incumbent board and act-
ivist shareholders (who

are mostly foreigners) is seen as a
litmus test for Japan’s recent market
reforms, aimed at attracting more for-
eign capital to boost the country’s an-
aemic economic growth rate.

The board wanted to address
To s h i b a’s languishing share price by
splitting into two separate companies
(initially three), but this proposal was
voted down by shareholders earlier this
year. Last week, two representatives of
activist funds were elected to Toshiba’s
board, paving the way for the solicitation
of bids by private equity players to ac-
quire the whole group.

It has been a bruising fight and share-
holders might soon benefit further from
the final chapter of this activist saga,
even after seeing a return of 20% on
their Toshiba shares year to date.

AGL�Energy
AGL Energy, with a market cap of al-
most $4bn, is Australia’s biggest pol-
luter, accounting for 8% of the country’s
total carbon emissions. The board
wanted to spin off the group’s coal-fired
power stations in a supposedly environ-
mentally-friendly move, keeping only
the retail arm of the business.

But Australia’s fifth-richest person,
42-year-old Mike Cannon-Brookes,
would have nothing of it.

He persuasively argued that the right
and just thing for the group to do was not
to spin off the coal power assets into a

separate company, which would prob-
ably attract a punitive valuation.

He campaigned for the group to
rather use the strong cash flows gener-
ated by the coal power division to rein-
vest aggressively into renewable power
projects, while accelerating the closure
of the coal power stations. AGL Energy’s
board tried to push through the spin-off,
but the proposal was voted down last
mo nt h .

With AGL Energy’s shares up almost
40% year to date, shareholders seem to
be backing the progressive idea that a
just climate transition (done respons-
ibly) can be profitable too.

Ko�h�l�’s
Founded by Polish immigrant Maxwell
Kohl in 1927, Kohl’s is the largest depart-
ment store chain in the US by number of
stores. As a retail format, department
stores have been struggling to compete
with specialist retailers and e-com-
merce platforms. Kohl’s owns an ex-
tensive property portfolio, which might
be worth twice as much as the $3.7bn
market cap of the entire company.

A group of activists acquired a share-
holding of almost 10% in February 2021,
at about $45 a share.

The activists voted two representat-
ives onto the board (out of 12 directors in
total) to champion a value-unlocking
strategy from within. But this was not
sufficient to see any meaningful change
in the board’s approach.

A year later, the activists proposed
that the whole board be overhauled.
Disappointingly, at the AGM in May
2022, shareholders backed the in-
cumbents on the promise of a turn-
around. It also became known that the
board had rejected two takeover ap-
proaches for the whole company at
about $65 a share. Just a week later,
Ko h l ’s issued a profit warning, and the
share price sank to $45.

On July 1, the company announced
that the last remaining bidder, which
had lowered its bid to $53 due to the
sharply deteriorating retail environ-
ment, had called off talks.

Ko h l ’s shares promptly dropped to
below $30 — a timely reminder that
activists aren’t always successful in
their campaigns, so a portfolio of such
opportunities might be the more
prudent approach. x
Verster is CEO of Protea Capital Management
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