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Activist funds have been outperforming the MSCI 

world index since 2008, according to data compiled 

by Activist Insight. The ‘Activist Insight Index’ (AI 

Index) has been created by compiling monthly per-

formance data since 2006 from over 40 activist-

focused hedge funds from around the globe. 

The index is represented in figure 1, which displays 

the mean annual net return for the hedge funds, to-

gether with the best performing and worst performing 

funds in each year since 2006. 

Barring periods of almost equal performance in 2009 

and Q1 2012, the AI index has consistently outper-

formed the MSCI world index in the years following 

the global financial crisis in 2008. This trend is most 

notable in 2010 when the average activist-focused 

fund returned 20.54%, outperforming the MSCI world index by 10.99 percentage points. It is also worth noting that an invest-

ment strategy tracking the MSCI world index would incur fees not represented by the index, making its outperformance by the 

AI Index all the more pronounced. 

Perhaps the most striking feature of figure 1 is the outperformance of the MSCI World Index by the top performing activist-

focused funds, which together produced an average return 53.04 percentage points greater than that of the MSCI World Index 

between 2006 and 2011. 

It is therefore clear that whilst the typical activist-focused fund can offer a return in excess of the MSCI World Index, one could 

achieve a far greater outperformance through the careful selection of the best performing activist-focused funds. 
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Activism Monthly 
...your monthly digest of activist investment 

Welcome to the first edition of Activism Monthly. This month, we examine the performance of activist funds and     
compare their average returns to those of the MSCI World Index. We also explore the rise of shareholder activism in Japan and 
take a closer look at the proxy battle between Clinton Group and Wet Seal. 

Feature: Activism Outperforms 

No Activism 
Japan      

Shareholder activism is on the rise in Japan 

as investors are beginning to move away 

from the social norm whereby shareholders 

rarely confront managers. In the past, Japa-

nese companies were largely centred around 

Keiritsu systems which made it difficult for 

shareholders to have their opinions heard. 

Although this is largely still the case, it is 

understood that there have been over 1000 

activist stakes reported since the Japanese 

markets hit rock bottom in the early 2000’s. 

Japan has become an appealing place for 

activists to invest as many firms in Japan 

exhibit high cash balances and low levels of 

leverage. Activist firms will often attempt to 

reduce cash holdings, increase dividends 

and initiate share buyback schemes in order 

to improve shareholder value. 

Changes in legislation have improved the 

viability of an activist approach. For exam-

ple, legislation was passed in 1998 that 

made it possible for investment vehicles 

such as hedge funds to be formed for the 

first time. Also, a restriction on stock repur-

chases was lifted in 2001, opening up an-

other avenue for activists to make a profit.  

Activists have already begun to take advan-

tage of the shift in climate, with London-

based Governance for Owners’ Japan-

focused fund recently outperforming the 

Tokyo Midcap Index. 
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Figure 1: Net Activist Fund Performance 
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Campaign to watch... 
Clinton Group—Wet Seal 

Clinton’s campaign at Wet Seal has been ongoing since the activist investor first an-

nounced it was in discussions with the retailer of female apparel in June. Since then 

Clinton has pushed the company to put itself up for sale and launched an alternative 

slate of candidates for board representation. Proxy advisory firms ISS and Egan-Jones 

Proxy Services recommended that shareholders reject Clinton Group’s bid to replace 

most of the retailer’s board whereas fellow proxy advisor Glass Lewis suggested that 

shareholders remove all four of the long-standing directors at the company and replace 

them with the four independent professionals nominated by Clinton. 

The proxy battle finally came to an end at the beginning of October as four directors 

resigned to be replaced by the four Clinton Group Nominees. Jonathon Duskin, Sidney 

Horn, Hal Kahn and Henry Winterstern were replaced by Dorrit Bern, Lynda Davey, 

Mindy Meads and John Mills. Hal Kahn agreed to stay on as a consultant whilst the 

other former directors agreed to help with the transition period. As part of the settle-

ment, Clinton terminated its consent solicitation and Wet Seal agreed to reimburse 

Clinton for its expenses up to the value of $250,000. 

Since Clinton gained control of the board, Wet Seal has appointed Clinton Group nomi-
nee Lynda Davey as Chairman to replace the departed Hal Kahn. Clinton also changed 
tack by stating that it would no longer pursue the sale of Wet Seal but instead focus on 
turning the fortunes of the company around. More recently, Clinton has urged Wet Seal 
to hire a new CEO and return excess cash to shareholders through a $50-75 million 
share buyback or self-tender. Clinton argued that this would help stockholders who 
participate in the buyback by offering them liquidity and help those who do not partici-
pate in the buyback by giving them a meaningfully larger stake in Wet Seal. 

Clinton Group’s first known investment was on June 29th when the activist purchased 

Wet Seal shares at a price of $3.11. Clinton has since purchased shares at prices ranging 

from $2.54 to $3.17. At the close of trading on November 5th Wet Seal’s share price 

stood at $2.97. 

Activism Monthly 

13D Digest 

October 

Activist  

Insight... 
Activist Insight aims to provide 

the most comprehensive global 

information source on activist 

investment including news, pro-

files of activist firms, perform-

ance benchmarks and more. 

www.activistinsight.com  |  info@activistinsight.com 

New Investments in October: 

News in brief: our monthly round-up 

Activist Company Stake 

Becker Drapkin     
Management 

Cascade Microtech 6.90% 

P2 Capital Partners UTi Worldwide 8.30% 

Carl Icahn Netflix 9.98% 

Joseph Stilwell Hamilton Bancorp 9.20% 

Baker Street Capital 
Management 

Xyratex 5.20% 

In the News: 

British industrial materials supplier 
Cookson Group Plc has announced 
that it is dividing into two compa-
nies. Vesuvius Plc will focus on en-
gineered ceramics while Alent Plc 
will focus on speciality chemicals. 
Activist investors Cevian Capital 
and Governance for Owners have 
both supported the move. Cookson 
believes that both companies will be 
included in the FTSE 250. Cevian 
Capital will have one representative 
on the board of each company with 
founding partners Christer Gardell 
and Lars Forberg joining Vesuvius 
and Alent respectively. 

Gardner Denver has reported a higher 
than expected quarterly profit and has 
adjusted its full-year earnings forecast 
up to between $5.47 and $5.57 per 
share as a result. In July the industrial 
machinery maker had cut its earnings 
forecast to between $5.30 and $5.50 
per share. Gardner Denver’s shares 
soared by over 20% after announce-
ments that it was exploring the possi-
bility of a sale. Activist investor Val-
ueAct has been advocating this course 
of action over the last few months. 
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