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AT A GLANCE
In February 2020, just before the COVID-19 crisis began, we analyzed in our report
Aktivistische Investoren: Widerstand zwecklos? Wie Unternehmen von aktivistischen
Investoren profitieren können (Activist investors: Resistance futile? How companies
can benefit from activist investors) the level of risk of companies in the DACH
region (Germany, Austria, and Switzerland) compared to campaigns of activist
investors. Following rapid ups and downs on the capital market over the course of
2020, the deck has been reshuffled, and we wanted to know how the risk situation
had changed through COVID-19 and what we can expect in that context
in 2021.
This report also takes a look at current trends surrounding activist investors and
touches on the current shareholder engagement revolution. Here are the main
findings at a glance:
1. The year 2020 was eventful—also in regard to shareholder engagement. While
the activities of activist investors decreased markedly, particularly in the second
quarter, our analysis indicates that the trends will not be permanent. What’s
more, we expect a rise in activity in the near future.
2. As a result of the turbulence of 2020, we find that a significantly larger number
of companies are now at risk of being targeted by activist investors: 151 companies (35 percent) have an extremely high risk—in February 2020 that figure was
30 percent.
3. While industrial goods, technology, media, and telecommunications (TMT), and
consumer goods segments are even more vulnerable, the risk for utility companies has decreased.
4. Almost 90 percent of all conglomerates are at risk, especially due to their
capital structure and financial policies.
5. Activist investors are no longer alone in their endeavors—in a downright
shareholder-engagement revolution, there are now more large passive or rather
ETF investors actively entering into a dialog with companies.
In the coming months, according to our analysis, a strong demand will meet a
sufficient supply. For many companies, it’s time to prepare.
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1. Summary
A lot happened in 2020. The effects of the COVID-19 crisis have led to ups and
downs on the capital market, structurally changing many companies and industries.
Coupled with macroeconomic developments triggered by the crisis, the pressure is
mounting to adapt business models quickly and sustainably to the new reality. We
wanted to know what the changes mean for companies in the DACH region: Has
their vulnerability for activist investor campaigns increased?
In brief: Since our last report in the spring of 2020, the risk for companies from
activist campaigns has risen dramatically. At the end of 2020, we’re seeing around
35 percent of companies exposed to a high or very high risk. By comparison, in
February 2020 it was just 30 percent. Of the conglomerates, a total of around 90
percent are at risk, particularly due to their capital structure and financial policies.
Even in terms of individual industries, there are clear trends: While the sectors of
industrial goods, technology, media, and telecommunications (TMT), and consumer
goods exhibit an especially high risk, the risk for utility companies has lessened.
However, activist investors are no longer alone in their endeavors—shareholder
engagement already concerns a wide investor base. We expect that in particular
large, passive investors or ETF providers will more actively enter into a dialog with
companies and express their interests regarding environmental, social, and governance-related topics, as well as strategic topics.
In light of their well-filled coffers, investors are already developing “target maps”
with primary and secondary targets. So, for companies it’s high time to take a closer
look at shareholder engagement—both in terms of activist investors and large
institutional investors. That will include developing an understanding of why the
good performance of a well-led company is not always reflected in a good stock
price and what factors provide potential vulnerabilities. At any rate, it’s beneficial
to assess your company’s activist risk and actively interact with engaged shareholders—on the one hand through the added value that it generates and on the other
through the leeway that companies create for the worst-case scenario if they are
well prepared.
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However, activist
investors are no
longer alone in their
endeavors—shareholder engagement
already concerns a
wide investor base

2. The Year 2020 in Retrospect
The current balance of 2020 in terms of shareholder engagement is straightforward:
Among activist investors, it was relatively quiet—a finding that’s not very surprising given the volatile market environment.
In fact, the uncertainty due to COVID-19 meant that the number of campaigns on
the markets fell drastically in 2020. That goes for both on a global level and on the
level of the DACH region (see exhibit 1). Under “normal” circumstances, weak stock
markets with corrections of 30 percent would be prime pickings for activist investments. But this year, that was different. After an already somewhat weaker year in
2019, 2020 marked another slump. This is also true for the rest of the world and
particularly the United States, where such activities similarly slowed down considerably. But we see other trends that may yet find their way across the Atlantic (see
box “Activist Investors between Public and Private Equity”).
Our analysis suggests that activists have focused more on existing investments in
the past months. By the same token, for other investors it was most important to
first assess the impact of the pandemic on the current portfolio. However, the fact
that no new investments were announced doesn’t mean that none were made.
Usually, activist investors initially take a stake below the legal reporting threshold,
rarely making it into the public eye. Moreover, the target companies are often not
publicly contacted in the first step.
The pandemic has also entailed many changes that directly impact how things
work in practice. For one, COVID-19 makes it harder to set the agenda, because it

Exhibit 1 | Activist Investors Have Gained in Significance in Recent Years
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Source: Activist Insight; BCG analysis
1
Each company was only counted once per year, regardless of the number of campaigns during the year and the number of activists involved
Note: Companies with market capitalization of > $100M as of November 30, 2020
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has become considerably more challenging to call attention to specific topics. But
that attention is necessary to ensure the support of other investors. On the other
hand, holding virtual annual general meetings at the target company includes
additional challenges. As it turns out, it’s much more work to win over other
shareholders and run proxy contests in virtual and remote formats. The uncertainty
of how many will participate in virtual general meetings also comes into the mix.
Beyond that, all investors have set new priorities in the past weeks and months—at
least temporarily: Attention has shifted from creating value to preserving value, in
other words, away from a long-term plan of sustainably increasing value to focusing
on short-term measures to weather the crisis with as little damage as possible. This
shift played into the hands of some target companies, as due to the circumstances
campaigns either were delayed or companies can more easily resist—again with reference to COVID. Because with campaigns, activists risk being accused of wanting
to take advantage of the COVID situation for their own purposes without considering the company’s well-being.
Recently, activist investors have additionally been struggling with multiple issues
that other investors are also familiar with. The high volatility on the markets has
made it increasingly difficult to find the right time to enter the market—no one
wants to grab a falling knife. And hedging has proved to be increasingly complicated and expensive.
But with COVID, there aren’t only arguments against campaigns. Particularly for
existing investments, there are good reasons for activists to get active right now.
One key question is whether the management of the target company has appropriately responded to the pandemic situation. Furthermore, each company needs to
critically review whether its business model, strategy, and portfolio will (still) work
in a post-COVID world.
However, despite subdued activity overall some investments were still made in
2020. One example is Petrus Advisers’ stake in Aareal Bank. Probably the most
prominent case in the DACH region, though in the “pre-COVID era,” is the stake of
Bluebell Partners in Hugo Boss. As part of that, the company was requested to
adjust its strategy and make changes in management. Some activists have continued their campaigns in long-term investments, like Petrus Advisers in Immofinanz
or Cerberus in Deutsche Bank and Commerzbank. In the latter instance, the activist
required two seats on the supervisory board, other cost-reduction programs, and a
review of the strategy. Even among the shortseller activists, there were some
cases—the most prominent examples being Wirecard and Grenke.
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Through the pandemic, the focus shifted—
at least temporarily—
from creating to
preserving value

ACTIVIST INVESTORS BETWEEN PUBLIC AND
PRIVATE EQUITY
At the same time, we see that the
strategy of private equity funds and
activist hedge funds are becoming
more and more similar. Case in point,
Cerberus Capital is actually known for
investments in private equity, outside
financing, and real estate. With
Deutsche Bank and Commerzbank,
however, the fund acts as an activist
stakeholder. By comparison, PE
companies like KKR or EQT now also
concentrate on minority investments
in listed companies. KKR, for instance—like the Norwegian Sovereign
Wealth Fund—has acquired shares of
ProSiebenSat.1. Other examples of
listed companies KKR has invested in
include Dave & Buster’s Entertainment, an American “eat, drink, play,
and watch” restaurant and entertainment company, and the American
food service distributor US Foods. A
current European example of a
potentially full acquisition by an
activist is the stake of Elliott Management in the Swiss frozen baked goods
producer Aryzta.
On the other hand, activist investors
are also focusing on private equity–
type strategies. For example, especial-
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ly in the US so-called special purpose
acquisition vehicles (“SPACs” for
short) have become highly popular
and have contributed to intense IPO
activity there. SPACs are listed
bare-shell companies that use the
capital acquired from going public for
mergers and acquisitions. Such a
transaction can provide the target
company with fresh equity capital for
debt reduction and/or an alternative
to an independent IPO. These “blank
check” companies are frequently
initiated by well-known investors. One
such example is Pershing Square
Tontine Holdings that was launched
by the activist shareholder William
(Bill) Ackman of Pershing Square
Capital Management. While SPACs
have yet to gain a foothold in Europe,
European companies certainly
represent interesting targets for North
American SPACs. For instance, Far
Point Acquisition Corporation, which is
listed on the New York Stock Exchange (NYSE) and focuses on
investing in fintecs, recently acquired
the Swiss Global Blue Group, a
provider in the segments of tax-free
shopping and payment solutions, thus
bringing it to the NYSE.
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3. Potential Target Companies of Activist Investors in the
DACH Region
At the beginning of the year, we had already posed the question of how many
companies in the DACH region could be targeted by activist investors. Our analysis
shows that a large proportion of the companies were attractive for activist investors
(approximately 60 percent), around 30 percent were even very or extremely
attractive (see BCG’s report Aktivistische Investoren: Widerstand zwecklos? Wie
Unternehmen von aktivistischen Investoren profitieren können).
In order to account for the developments of the current, very turbulent year, we
updated our analysis at the end of November 2020. We retained the methodology
for the most part and only adjusted the minimum market capitalization to include
the somewhat declining market valuations (see the appendix “Methodology of the
Report,” p. 13).
The new analysis shows that there are more and significantly more attractive
targets in the DACH region than at the beginning of the year (see exhibit 2).
Around 35 percent of the companies scrutinized represent very or extremely
attractive targets for activists.

Exhibit 2 | More Than Half of the Companies Analyzed Are Interesting Targets for Activist Investors

PRE-COVID

POST-COVID

44
(13%)

141
(42%)

Very high risk
57
(17%)

336

High risk
Medium risk

94
(28%)

72
(17%)

165
(40%)

421

77
(18%)

Low/no risk
105
(25%)

Source: Activist Insight; S&P Capital IQ; Refinitiv; BCG analysis
Note: A total of 579 companies with a market capitalization of more than €100M and free float of > 5% from Germany, Austria, and Switzerland
were analyzed. Financing, insurance, and real estate companies were excluded, leaving a population of 421 companies

This development has multiple root causes. For one, we employ international
benchmarks, some of which are heavily dominated by the US and thus got through
the crisis much better. That is particularly the case in the TMT segment—technology firms have been going from one record high to the next for months now on the
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US markets. In this sector, the proportion of at-risk companies in the DACH region
has risen sharply. But even in industries that were well represented as early as the
beginning of the year—such as industrial and consumer goods as well as utility
companies—continue to produce interesting targets. For another, the fact that
many domestic companies earn their money from exports abroad, where they
depend on strong global markets and international trade, may contribute to that
development (see exhibit 3).

Exhibit 3 | Industry and Consumer Goods Companies Are Particularly Attractive for Activists

NUMBER OF COMPANIES

Industrial goods

28

Consumer goods

11

Technology

13

Health care

7

Materials 5 8

SHARE OF COMPANIES (IN %)

19
19

19

10
12

27
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25
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25

14
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13

39

58

21
18
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51

Attractive

Source: Activist Insight; S&P Capital IQ; Refinitiv; BCG analysis
Note: A total of 565 companies with a market capitalization of more than €100M and free float of > 5% from Germany, Austria, and Switzerland
were analyzed. Financing, insurance, and real estate companies were excluded, leaving a population of 421 companies

As in our first report at the beginning of the year, we have again determined the
attractiveness of the companies for activist investors with the help of various KPIs.
We put these indicators into five different categories:1
1. Return on investment and valuation
2. Operational performance
3. Capital structure and financial policy
4. Corporate complexity (in terms of conglomerate structures)
5. Corporate governance
If you look at the results of our report in terms of these five root causes—or
indicator categories—you can see that corporate governance topics, although they
are often part of activist campaigns, rarely make it to the top of the list of the main
causes of risk (see exhibit 4). In our analysis, the major value creation levers
primarily stem from an improvement in return on investment and valuation, the
optimization of capital structure and financial policy, and increasing operational
performance (with regard to efficiency and growth).
1

See the appendix for a more detailed account of the methodology
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Exhibit 4 | Very and Highly Attractive Target Companies with Different Indicators

RETURN ON INVESTMENT
AND VALUATION

CAPITAL STRUCTURE
AND FINANCIAL POLICY

EFFICIENCY INCREASE
AND GROWTH

CORPORATE
COMPLEXITY

CORPORATE
GOVERNANCE

(conglomerate structure)

3%
11%
30%

421

421

421

421

26%

421

30%

Source: Activist Insight; S&P Capital IQ; Refinitiv; BCG analysis
Note: A total of 565 companies with a market capitalization of more than €100M and free float of > 5% from Germany, Austria, and Switzerland
were analyzed. Financing, insurance, and real estate companies were excluded, leaving a population of 421 companies

Even more complex companies, especially conglomerates, have increasingly become
targets of activist investors. At the same time in light of the COVID-19 pandemic,
conglomerates exhibit potential weak points particularly in the segments of capital
structure and dividend policy (see exhibit 5).

Exhibit 5 | Particularly Due to Their Financial Policy, 90% of Conglomerates Are at Risk
CONGLOMERATE

ROOT CAUSES FOR RISK (IN %)

Capital structure
and ﬁnancial policy

10
(12%)
32
(37%)

65

Operational
performance

27
(31%)

32

ROI and
valuation

30

Very attractive
17
(20%)

Highly attractive
Attractive

Corporate
governance

7

Not attractive

Source: Activist Insight; S&P Capital IQ; Refinitiv; BCG analysis
Note: A total of 579 companies with a market capitalization of more than €100M and free float of > 5% from Germany, Austria, and Switzerland
were analyzed. Financing, insurance, and real estate companies were excluded, leaving a population of 421 companies of which 86 were classified
as conglomerates
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It is also remarkable that Switzerland continues to bear relatively few attractive
targets. The companies there seem to be in a much better position compared to
those in Germany and Austria. One reason for this striking difference might be
systematic in nature, because Swiss companies often have higher capital market
valuations (in terms of multipliers) than their international peers.
Both the analysis in February 2020 and the update in the fall show there is no lack
of attractive targets in the DACH region, particularly in the sectors TMT and
consumer goods as well as for conglomerates. After the fundraising of recent
months and years, the coffers of activist investors are well filled. That should
translate to strong demand meeting sufficient supply in the coming months.
This assessment agrees with that of many institutional investors (see ”BCG Investor
Pulse Check #12”). In a current BCG survey, 67 percent of them agreed with the
statement that healthy companies need to expect an increase in activist activity.
With that in mind, they recommend that companies strengthen their fundamental
data in the short to medium term to mitigate the risk of activist investors taking a
stake in their firms.

4. The Shareholder Engagement Revolution: From Passive
Investor to Engaged Shareholder
The role of institutional investors has
changed radically

At the same time, there is a historical transformation of the role of investors
worldwide, and in Germany as well. Many institutional investors, such as asset
managers, pension funds, or sovereign wealth funds, have amassed such extensive
assets that a few large investors now hold substantial stakes in almost all listed
companies. In addition to performance, these investors attach great importance to
another aspect: ESG (environmental, social, governance). The ESG discussion has
turned fully passive investors into engaged shareholders who actively enter into a
dialog with their invested companies. In a recent survey, for example, as many as 45
percent of the institutional investors agreed with the statement that healthy
businesses should continue pursuing their ESG agenda and priorities in the current
environment—even if that leads to lower corporate profit (see ”BCG Investor Pulse
Check #12”).
Due to the high concentration of assets and the fact that the majority of these
assets are invested in index/ETF funds, many investors can no longer just ignore
companies that don’t meet their ESG criteria or simply exclude them from their
investment universe. Their only option is to move ahead, in other words, to interact
with the respective companies and actively communicate their interests and
convictions (or the interests of their investors). As a result of this trend, all large
investors have since set up their own stewardship departments staffed with experienced experts and equipped with considerable capacity and competence.
Another remarkable development is that formerly passive investors no longer only
interact with their companies on the environmental plane but also exhibit more
interest in key questions of business activities such as controlling, strategy, and
capital allocation. For instance, two out of three investors are of the opinion that
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companies need to actively analyze their portfolio strategy now and make that
clear in their discussions with the board (see ”BCG Investor Pulse Check #12”).
As an initial interim assessment, it can be stated that the role of shareholders—and
thus their relevance for the boards of listed enterprises—has changed radically. We
expect this trend to accelerate in the future. For companies that means it’s not
enough to be prepared for activist investors entering the scene. Shareholder
engagement, or active ownership, is rather a trend that is fundamentally changing
more and more companies and will lead to new, more involved interactions with
their shareholders.

5. Was 2020 the Calm before the Storm? What Companies
Should Learn from the Stress Test
In 2020, there were just a few activist campaigns, as indicated above. However,
companies would do well to not come to the wrong conclusions during this quiet
market phase—as our findings suggest. Rather, it is particularly important now to
analyze where a company’s exposed flanks are that the activists might take advantage of to create value as well as what business operations should be reviewed. The
decisive factor here is not least a question of how well a company has weathered
the COVID crisis as to whether it need fear a campaign of activist investors. The
determination with which a company has acted in the pandemic will also be a
significant indicator of the quality of the management. In our analysis, around 40
percent of activist campaigns in which a change in corporate management or
control were required, personnel changes on the board of directors and/or supervisory board followed.
Firms must also be prepared for broad shareholder engagement in general—not
only on the activist side and in terms of sustainability issues but also on the side of
investors who have thus far been more passive as well as in regard to a slew of
aspects: from traditional ESG issues like sustainability and governance to strategy
topics and questions of the right capital structure. So, it’s time to dig into formulating a shareholder value strategy that consolidates the corporate and financial
strategy and the investor strategy, and to take the future into your hands before the
uncertainty in the markets subsides (see the box “TSR Strategy: How Does a Good
Company Translate to a Good Share?”).
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How does a good
company translate to
a good share?

TSR STRATEGY: HOW DOES A GOOD COMPANY
TRANSLATE TO A GOOD SHARE?
As far as shareholders are concerned,
practically only the total shareholder
return (TSR) matters. It ultimately
represents the total return on investment, since it takes dividends and
share buybacks as well as rises in
share price into account. Accordingly,
the focus needs to be on optimizing
TSR, while complying with other
conditions such as social or ecological
aspects.
Many corporate directors are primarily
concerned with traditional corporate
and business strategy. It’s all about
creating and ensuring competitive
advantage, investing in growth and
profitability, and increasing the return
on capital invested. That also includes
decisions about the company’s
portfolio as well as about acquisitions
and divestments. In another step, the
financial strategy is frequently defined,
meaning the optimum debt-ratio and
dividend policy. All of that is, of
course, essential to managing a
well-functioning corporation.

For a good company
to translate to a good
share, the corporate,
financial, and investor
strategies need to
come together

But that doesn’t mean a good
company is equal to a good share. A
good share is particularly characterized by significant and sustainable
increases in value (i.e., TSR), an
optimal valuation (meaning the
company is neither over- nor undervalued), and a stable, loyal, and
long-term-oriented investor base. In
order to achieve that, an integrated
investor strategy needs to be developed. That requires an understanding
of the current and target mix of
shareholders, and, building on that,
cohesive investor communication—
which helps in preventing misvaluations. Such an investor strategy should
be in harmony with the corporate and
financial strategy and also provide
feedback to it, such as in terms of the
expectations and reactions of the
investors. That would prevent the
criticism often voiced by investors of a
lack of coordination between the
investor strategy and the corporate
and financial strategy.

Exhibit 6 | For a Good Company to Translate to a Good Share, Multiple
Strategies Need to Come Together

Corporate strategy
• Growth, margins, portfolio,
targets, risk

Good company
• Financial resilience
• Competitiveness

Investor
strategy

Bigger and more
sustainable TSR

• Valuation factors
• Communication
• Investor type

• Increasing
proﬁtability

Financial
strategy

• Capital structure
• Dividends/
buybacks

• Higher ROIC
• Committed to
sustainability targets
• Desirable employer

Good share
• Steady stock price, even
in crises
• Optimal evaluation factors
• Bigger and more sustainable
TSR, medium and long
term
• Stabile, loyal, and longterm investor base

Source: BCG
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Appendix: Methodology of the Report
For this report, we analyzed companies listed on the stock exchange with a market
capitalization of more than €100 million in Germany, Austria, and Switzerland as of
September 2020 (population: 579 companies). Financing companies and firms that
don’t at least have five percent of their shares as free float shares were excluded.
That resulted in a population of 421 companies.
Based on a comprehensive analysis of publicly available historical communication
of activist investors, we have categorized certain indicators as representative for the
most common activist vulnerabilities. In addition, the methodology chosen was subjected to qualitative backtesting.
In order to ascertain whether the corresponding indicator represents a vulnerability, we compared it to the median value of the relevant industry segment. The
more indicators with a negative deviation from comparable companies, the higher
the probability of an activist attack.
The respective attractiveness of the companies for activist investors was assigned to
five categories and evaluated based on different KPIs:
1. Return on investment and (relative) valuation (e.g., total shareholder return)
2. Operational performance (e.g., profitability)
3. Capital structure and financial policy (e.g., dividend yield)
4. Corporate complexity, in terms of conglomerate structures
(number of segments)
5. Corporate governance (ESG controversy score)
The main external data sources for our analysis were Activist Insight, S&P Capital
IQ, and Refinitiv Eikon and Datastream.
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