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Retail investors
cheer on the activists

By Brunswick Insight’s ROBERT MORAN and KAYLAN NORMANDEAU

W

hen thinking about the
most important type of
shareholder to court during
a proxy fight, who comes to
mind? Your answer will be the same
regardless of whichever side you are on:
institutional investors.
No surprise, since they hold sway
among most publicly traded companies.
But there is another important
shareholder group that is finding its
voice, as shown by the decisive role it
played in the recent defeat of Nelson Peltz
in his proxy battle with DuPont:
retail investors.
There has been scant research into
this group’s attitude toward shareholder
activism, but Brunswick Insight’s
inaugural survey of retail investors who
are active in their personal investments
makes clear that their loyalty to company
management cannot be assumed. As
activists continue to launch aggressive
public campaigns against corporations,

management may find themselves having
to work hard to win the votes of these
individual shareholders.
NOT ONLY ARE THE MAJORITY
of retail investors paying attention
to shareholder activism, but they
also say they would be prepared to
respond in some way to an activist
investor’s proposal.
More than four in five retail investors
(82 percent) say they would be likely to
vote on a plan put forward by an activist.
Forty-four percent say they have taken
some action in the past 12 months as a
result of an activist’s suggestions, either
by voting on the proposal, by changing an
investment position or by researching an
activist’s ideas.
Retail investors believe today’s
business environment is ripe for activism.
More than three-quarters (77 percent)
say companies are too fat and should be
returning cash to shareholders, and more

than half (51 percent) do not think the
board is working in their favor.
Although often characterized as
“pro-management,” nearly threequarters (74 percent) of retail investors
say that activism adds value by pushing
management to make hard decisions.
Activists are seen to be constructive,
rather than destructive, by a majority
of investors in all age groups, genders,
political affiliations and wealth levels.
It appears that retail investors are
convinced they have good reason to look
outside the company for help maximizing
shareholder profits – a troubling
indicator that bodes well for activists but
could leave unprepared management in
a defensive position.
robert moran leads Brunswick Insight,
the group’s global public opinion research
function, and is a Partner in the firm’s
Washington, DC office.
kaylan normandeau is an Associate on
the Brunswick Insight team in New York.

good or bad
While some experts believe
shareholder activism is disruptive
to company management and
bad for the economy (see
“Corporate defender,” story on
Page 5), retail investors tend to
side with high-profile hedge fund
managers such as Bill Ackman, who
claim activism has the potential
to add long-term value (see
interview on Page 17). This finding
fits with the low trust that retail
investors place in management,
seen elsewhere in the survey
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DO ACTIVISTS DRIVE SHAREHOLDER VALUE?
Participants were asked which statement was closer to their opinion

74%

Shareholder activism
adds value for
companies by pushing
for decisions from
corporate executives
and board members
who otherwise would
be too complacent

26%

Shareholder
activism is
disruptive and
diverts the board
from a focus on
value creation
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Brunswick Insight provides critical issues
research for market-moving decisions,
and combines experienced, data-driven
counsel with an emphasis on rapid research
and analysis. Insight converts research
into strategic advice for communications
programs and campaigns

 his research is based on a June 2015
T
survey of 801 US retail investors who actively
trade stocks, mutual funds, bonds or other
products, outside of retirement funds or
real estate investments, and who play an
active role in decision-making about
their investments

awareness and behavior

READY TO TAKE ACTION?
Retail investors in the US …
… are paying attention
to activism

… have taken action in
response to activism

68%
Have heard of the term
“shareholder activism”

… are likely to vote on
an activist proposal

44%
Have participated in a vote,
or acted in some other way as
a result of an activist proposal

82%

Of the 68 percent who have
heard the term “shareholder
activism,” 11 percent are very
familiar with it and could explain
it in great detail; 33 percent
are somewhat familiar but do
not know all the specifics; and
24 percent are not too familiar
with it but have heard of
the term. As activism becomes
more prevalent (see “Barbarians
inside the gate,” Page 4), we
can expect retail investors’
familiarity with the concept
to continue to increase, along
with the influence of activists

Would participate in an activist-led
shareholder vote on an issue they
care about

perception

HOW MUCH DO BIG COMPANIES CARE ABOUT THE LITTLE GUY?
A majority felt corporations should be
doing more to return value to investors

Half of those surveyed believe boards
are not working in favor of retail investors

n U
 S companies are holding more cash than ever
on their balance sheets and should return more
to shareholders

n T
 he boards of directors of the companies
in which I am invested are not working
in my best interest

77%

23%

n U
 S companies do not leave a lot of excessive cash
on their balance sheet. Either they return profit
to their shareholders, or invest for the long term

51% 49%
n T
 he boards of directors of the companies
in which I am invested are working in
my best interest
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Given the lack of trust in
corporate boards displayed
here, it is not surprising that
retail investors want to push
for an increased focus on
returning shareholder value.
Annual survey results by
the University of Chicago
(1972-2014) find social trust
levels are declining with
each generation. Social trust
is defined as a belief in the
honesty, integrity and reliability
of others – a “faith in people.”
That decline could fuel a rise
in discontent among retail
investors, making the task
of engaging them even
more imperative
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critical issues

TOP CONCERNS THAT BUILD SUPPORT FOR ACTIVISTS
Excessively high executive compensation

53%
49%
44%

Executive compensation that is not tied to the
company’s performance
Ineffective management or board composition

31%
30%
25%
24%

Weak financial performance
Excessive amounts of cash on balance sheet
Controversial environmental or social policies
Inefficient operations
An undervalued sale price as the target
Further increasing shareholder value
despite already strong performance
An overvalued purchase price as an acquirer

15%
11%
8%

Issues that make retail
investors tick are not
necessarily the same as
those that are top-of-mind
for activists. Compare the
results, left, with the chart
on Page 24, “Boards in the
crosshairs.” While executive
compensation takes the
No. 1 and No. 2 spots for retail
investors, remuneration
ranks as a low consideration
for activists. Ineffective
management and the
make-up of boards, however,
are high on the list for both
retail investors and hedge
fund activists

Given a list of possible reasons for an activist investor to initiate a campaign, participants were asked to pick three
that they would be most likely to support

trusted sources

WHO ARE THE STRONGEST COMPANY AMBASSADORS?
51%
47%

An independent director
Employees
Chief financial officer

26%

Employees are seen here
as being among a company’s
best ambassadors. Activating
them may help win retail
investor support. (Read how
they can help a social media
campaign in “Activism goes
digital” on Page 12)

40% 9%
44% 9%
48% 26%

Trust
Undecided

Participants were asked to rate their trust in various company representatives.
The three shown here ranked highest, above the board of directors, CEO, COO and head of investor relations

MOST RELIABLE SOURCES OF INFORMATION
1. Financial
news media

67%

2. A financial
adviser
or other
investment
professional

3. An
academic
expert

33%

60%
Participants were asked to pick three sources they would most trust when considering an activist proposal.
Others on the list included the activist; mainstream news media; friends, family members or colleagues; the company board;
other company representatives; blogs or real-time subscription services; elected officials; and the company CEO
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Retail investors trust
financial news media most
as a source of information
on a shareholder campaign,
more than both the activist
and company representatives.
This highlights the importance
of maintaining an active media
strategy in all channels, led by
top company representatives
(see “Hail to the campaignerin-chief”on Page 8)
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Do not trust

