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Appendix C: Hedge Fund Heterogeneity

Because it requires substantial skill to improve a firm beyond the man-
agement team’s ability (or willingness), we might expect substantial varia-
tion hedge funds’ activist success. Especially because 13D Monitor selectively
chose the hedge funds for my sample, it is worth investigating whether certain
outlier funds unduly influence the aggregate outcomes. This does not appear
to be the case. In this section, I analyze hedge fund heterogeneity in (1) short-
term returns, (2) long-term returns, and (3) target firm improvements. I find no
evidence that outliers have distorted my results.

Turning first to short-term returns, I look for outliers in any particular
fund’s activist or passive investments. For all hedge funds with at least three
activist observations and three passive observations, Figure C1 plots active
returns against passive returns. For all funds above the 45° line, active invest-
ments outperform passive investments.

Figure C-1: For each hedge fund with at least three activist invest-
ments and three passive investments, the chart plots the fund’s ac-
tivist return against its passive return, from 30 days prior to each
investment until 30 days after. For funds above the 45° line, activist
investments outperformed.
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The greater the distance from the 45° line, the more the activist invest-
ments outperformed (or underperformed). For 73.9% of the 23 funds, active
investments outperformed passive investments. Further, I find few outliers.
Coupled with the strong median outperformance, this adds comfort that my
prior results were not skewed by outliers.

In Long-Run, Most Funds' Active Investments Exceed Passive Investments
Results Not Driven By Outliers
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Figure C-2: For each hedge fund with at least three activist invest-
ments and three passive investments, the chart plots the fund s activ-
ist return against its passive return, from one month before each in-
vestment until 24 months after. For funds above the 45° line, activist
investments outperformed.

I use the same method to next analyze long-term returns. Figure C2 plots
hedge funds’ active excess returns against passive excess return, from one
month prior to the investment until 24 months after. If above the 45° line,
a fund’s activist investments outperformed its passive investments. Interest-
ingly, the short-term outliers have disappeared; Cannell Capital’s high flying
short-run returns have fallen back to earth, and both Nierenberg and SAC mi-
grate above the 45° line as their activist investments outperform their pas-
sive investments over two years. In fact, for 76.5% of the 17 funds, activist
investments outperformed passive investments over the period. This median
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outperformance adds more comfort that my prior results were not skewed by
outliers. While SCSF appears to be a positive outlier, its 109.4% activist return
is driven by only four investments. Thus, few outliers coupled with strong me-
dian outperformance give no reason to question the earlier results.

Finally, I turn to heterogeneity in target firm improvements. Figure A3
repeats the above analysis for changes in ROA (Panel A), leverage (Panel B),
and assets (Panel C). Due to a scarcity of observations, | analyze the change
in ROA for any fund with at least two activist and two passive observations,
but I analyze the change in leverage and the change in assets for any fund with
at least three activist and three passive observations. Turning first to profit-
ability, as expected, in 63.6% of hedge funds, their activist targets improve
ROA, and in 90.9% of investments, their passive targets reduce ROA. For
81.8% of hedge funds, activist target firms’ ROA increase more than passive
target firms’ ROA. While firms above the line show much more variance than
those below the line, the distribution gives no reason to suspect that outlier
funds have skewed the results, especially given the dramatic median outper-
formance.

Leverage shows a similar pattern. As expected, in 57.1% of hedge funds,
their activist targets increase leverage, and in 57.1% of hedge funds, their pas-
sive targets reduce leverage. For 71.4% of hedge funds, activist target firms’
leverage increases more than passive target firms’ leverage. Both due to the
strong median performance, and because there appear to be no clear outliers, I
find no reason to reject the long-term results discussed earlier.

Finally, analyzing the change in assets lends further strength to my earlier
conclusions. As expected, activist investments grow more slowly than passive
investments; for 69.6% of hedge funds, activist targets reduce total assets,
and for 65.2% of hedge funds, their passive targets increase total assets. In a
sample of 23 hedge funds, in 73.9% of funds, activist targets shrink more than
passive targets. Thus, I find strong evidence to support the earlier conclusions
that hedge funds reduce assets in their activist investments.

To give more details about the funds comprising my sample, Table C-1
describes each fund’s investments by strategy and by instrument.

To summarize, despite using a sample comprised of hand-picked hedge
funds, I find no evidence that any particular hedge funds have skewed my re-
sults. To the contrary, examining returns and improvements on a fund-by-fund
level has only strengthened my earlier conclusions.
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Panel A: 82% of Hedge Funds Improve ROA
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Panel B and Panel C, which had more observations, include all
hedge funds with at least three activist and passive observations.
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Active Asset Growth

Panel C: 74% of Hedge Funds Reduce Assets

151

20%
10% Misrenberg
.
0%
Baning
SCSF au.u.,: OnRann'lE
L] ]
Riley Dhscovery El:ior
L ®
-10%- Steal
bl Farallon
L]
-20% T T T
-20% -10% 0% 10%
Passwe Asset Growth

Figure C-3: For various hedge funds, the chart plots changes in
ROA, leverage, and assets for activist and passive investments in
Panel A, Panel B, and Panel C, respectively.
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Appendix D: Unreported Regressions and Additional Analysis

Table D1: Characteristics of Target Companies

Panel A: Active vs. Passive Targets

Active (1) Passive (2)

Mean Median StDev Mean Median StDev
Market Cap 757.1 329.9 888.6 654.4 270.0 814.8
Tobin’s q 1.6 1.3 0.8 1.7 1.4 0.9
Abnormal q -16.6 -34.0 74.9 12.3 -4.2 81.4
P/E Ratio 15.8 16.2 18.1 133 15.3 18.5
Growth 3.0 23 16.4 4.1 3.9 16.4
Margin 10.9 8.7 9.9 12.1 10.3 9.9
Abnormal Margin 3.0 0.9 8.0 32 1.8 8.0
Return on Assets 8.5 8.8 6.8 9.4 9.3 6.9
Return on Equity 20.0 16.8 18.5 223 19.1 19.7
Abnormal ROE 0.7 -0.7 7.3 2.4 0.8 8.1
Leverage 222 20.5 19.2 228 19.8 20.6
Abnormal Leverage 15.1 4.1 349 11.6 0.0 344
Payout Ratio 9.1 0.0 16.1 9.8 0.0 16.9
Dividend Yield 0.5 0.0 1.0 0.6 0.0 1.1
Cash/Assets 16.3 7.8 17.0 14.5 7.8 15.5
Capex/Assets -0.8 -0.5 0.8 -0.9 -0.7 0.8
R&D/Assets 22 1.9 1.6 1.9 1.5 1.7

Difference (3)

Mean t-stat
Market Cap 102.7* 1.55
Tobin’s q 8.0* 1.47
Abnormal q -29.0%**  3.68
P/E Ratio 2.5% 1.36
Growth -1.2 0.89
Margin -1 1.34
Abnormal Margin -0.2 0.23
Return on Assets -1.0%* 1.71
Return on Equity -2.4% 1.49
Abnormal ROE -1.7%* 222
Leverage -0.6 0.40
Abnormal Leverage 3.5 1.00
Payout Ratio -0.7 0.42
Dividend Yield -0.1 0.63
Cash/Assets 1.9 *1.49
Capex/Assets 0.1 0.84

R&D/Assets 0.3 *1.30
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Table D1 (cont.): Characteristics of Target Companies

Panel B: Active Investments Secking Board Seats vs. Active Investments Which Do Not

Board Seats (4) No Board Seats (5)

Mean Median StDev Mean Median StDev
Market Cap 636.0 253.3 837.4 891.4 472.9 926.8
Tobin’s q 1.5 1.2 0.7 1.7 1.5 0.8
Abnormal q -22.9 -42.6 72.6 -11.1 -29.8 76.7
P/E Ratio 14.3 16.2 18.8 17.1 16.6 17.6
Growth 0.5 1.0 16.6 5.5 5.8 15.9
Margin 8.4 6.9 8.8 13.5 11.5 10.4
Abnormal Margin 0.7 -0.8 7.2 5.0 3.7 8.1
Return on Assets 7.4 6.5 6.9 9.5 9.3 6.5
Return on Equity 17.0 13.9 17.9 23.0 20.3 18.6
Abnormal ROE 0.2 -1.6 7.2 1.2 0.0 7.4
Leverage 19.7 16.4 19.4 24.7 25.1 18.8
Abnormal Leverage 12.8 4.0 335 17.1 4.7 36.3
Payout Ratio 10.0 0.0 17.2 8.3 0.0 152
Dividend Yield 0.5 0.0 1.0 0.6 0.0 1.0
Cash/Assets 16.6 9.0 17.0 16.1 6.7 17.1
Capex/Assets -0.8 -0.5 0.8 -0.8 -0.5 0.8
R&D/Assets 2.0 1.8 1.6 2.3 2.0 1.6

Difference (6)

Mean t-stat
Market Cap -255.4%%% 244
Tobin’s q -0.2%%* 2.47
Abnormal q -11.7 1.10
P/E Ratio -29 1.07
Growth -5.0%** 2.54
Margin -5,k 4.13
Abnormal Margin -4 3% 3.54
Return on Assets P 2.49
Return on Equity -6.0%%* 2.59
Abnormal ROE -1.0 0.93
Leverage -5.0 **2.21
Abnormal Leverage -4.3 0.85
Payout Ratio 1.7 0.66
Dividend Yield 0.0 0.10
Cash/Assets 0.5 0.25
Capex/Assets 0.0 0.35
R&D/Assets -0.3 0.95

The table reports the characteristics of hedge funds’ targets. Column 1, Column 2, Column 4, and Column 5 report
means, medians, and standard deviations. Column 3 and Column 6 report the differences in means and associated
t-statistics. Panel A separates activist investments from passive investments. Panel B separates activist investments
which seek board seats from activist investments which do not. All variables refer to the trailing twelve months prior to
the Schedule 13D and are from Bloomberg or Compustat. Market Cap is market capitalization, Tobin’s q is the ratio of
market value of equity plus long-term debt over book-value of equity plus long-term debt, Abnormal q is the target firm’s
Tobin’s q as a percent of its industry’s median Tobin’s q, P/E Ratio is the firm’s trailing twelve months price-to-earnings
ratio, Growth is the firm’s one-year sales growth, Margin is the firm’s EBITDA divided by sales, Abnormal Margin is the
firm’s margin less its industry median margin, Return on Assets is the firm’s EBITDA divided by its assets, Return on
Equity is the firm’s EBITDA divided by the book value of equity, Abnormal ROE is the firm’s ROE less its industry
median ROE, Leverage is the firm’s debt-to-assets ratio, Abnormal Leverage is the firm’s leverage less its industry
median, Payout Ratio is the firm’s common dividends divided by net income, Dividend Yield is the firm’s total dividends
divided by market capitalizatoin, Cash/Assets is the firm’s cash and cash equivalents divded by total assets, Capex/Assets
is the firm’s capital expenditures divided by total assets, and R&D/Assets is the firm’s R&D expense divided by total
assets. All data is winsorized at the 10% level. *, **, and *** refer to statistical significance at the 10%, 5%, and 1%
levels.
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Table D-2: Short-Term Returns by Investment Type

Panel A: Active Investments Perform Better Than Passive Investments

5%
25%
Median
75%
95%

Average

% Positive

Patel z-statistic
Non par. z-statistic
N=

5%
25%
Median
75%
95%

Average

% Positive

Patel z-statistic
Non par. z-statistic
N=

Median
Average

Active
(-30,+30)

-21.5%
1.6%
11.8%***
25.4%
53.5%

12.9%%**
80.4%%**
10.77
8.91

194

Passive

-33.3%
-10.7%
3.6%***
19.2%
44.9%

4.6%***
57.6%***
4.04

3.37

342

Difference
8.2%***
8.39%%**

(-15,+15)

-16.2%
1.2%
11.1%***
20.5%
37.2%

10.3%%**
80.4%%**
12.05
8.91

194

-26.0%
-4.1%
4.8%
14.3%
36.7%

5.0%***
65.1%%**
6.54

6.13

341

6.9%***
5.3%%**

(-2,+2)

-7.5%
0.8%
4.4%***
10.8%
25.9%

5.7%***
79.9%***
16.50
8.76

194

-7.0%
-0.9%
1.9%***
6.0%
16.7%

2.7%%
67.4%%*+
9.27

6.95

340

2.5%***
3.0%***

(+0,+2)

-3.7%
0.1%
3.0%%**
9.7%
21.8%

4.6%***
75.8%%
17.16
7.61

194

-5.2%
-0.7%
1.29%%**
4.4%
10.9%

1.8%***
64.19%%**
7.82

5.76

340

1.9%***
2.8%***

(+0,+15)

-11.9%
-0.6%
5.6%***
13.4%
29.1%

5.8%***
73.2%%**
9.51

6.89

194

-14.2%

-3.0%
2.4%
8.1%
25.0%

2.9%*+
64.7%%*+
479

5.98

340

0.6%***
2.9%***

(+0,+30)

-12.2%
-2.6%
5.6%***
16.7%
38.8%

7.5%***
69.1%%**
8.89

5.75

194

-24.2%
-5.1%
2.0%***
11.5%
30.3%

2.7%%
57.4%%%*
3.00

3.26

340

3.6%***
4.8%***

Panel B: Active Investments Seeking Board Seats Perform Better Than Active Investments That Do Not

5%
25%
Median
75%
95%

Average

% Positive

Patel z-statistic
Non par. z-statistic
N=

Board Seats

(-30,+30)

-13.8%
6.1%
12.5%***
29.8%
59.6%

17.7%***
88.9%%**
5.90

5.48

45

(-15,+15)

-15.3%
4.2%
12.9%
22.5%
40.9%

13.7%***
88.9%%**
6.27

5.48

45

(-2,+2)

-7.8%
0.7%
7.8%%**
16.0%
29.2%

8.6%%*
77.8%
9.41

3.98

45

(+0,+2)

-5.0%
-0.8%
5.0%%**
14.1%
31.3%

7.6%%**
71.1% %
10.16
3.09

45

(+0,+15)

-9.5%
1.5%
6.1%
14.0%
28.2%

8,89
80.0%***
5.01

4.28

45

(+0,+30)

-8.7%

-1.3%
9.3%***
23.6%
40.6%

11.7%***
73.3%%**
4.98

3.39

45
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Table D-2: Short-Term Returns by Investment Type

No Board Seats
(-30,430)  (-15,+15) (-2,+2) (+0,+2) (+0,+15)  (+0,+30)

5% -23.3% -16.2% -6.1% -3.5% -11.9% -13.6%
25% 0.9% 0.6% 0.9% 0.1% -1.2% -3.6%
Median 10.8%***  10.6% 4.1%**% 2.9%*F*  5.6% 5.0%***
75% 24.4% 19.7% 8.6% 7.6% 11.1% 15.3%
95% 51.2% 35.5% 21.6% 19.4% 29.1% 35.1%
Average 12.6%*%%  10.8%***  57%%**  4.6%***  63%***  T.5%%**
% Positive TT.9%***  T7.9%%**  80.5%***  77.2%*** T1.1%*** 67.8%***
Patel z-statistic 9.04 10.30 13.66 14.00 8.09 7.40
Non par. z-statistic 7.15 7.15 7.81 6.99 5.51 4.70
N= 149 149 149 149 149 149
Difference
Median 1.7%* 2.3%%* 3.7%* 2.1% 0.5%%* 4.3%
Average 5.1%* 2.9% 2.9%%* 3.1%** 2.5% 4.2%*

The table presents average daily excess returns around the Schedule 13D filing for various event windows. I measure
returns in excess of the market model using the value-weighted CRSP NYSE/Amex/Nasdaq index, estimating parameters
over the 200 day window prior to the Schedule 13D. Panel A compares active investments to passive investments.

Panel B further splits active investments into those which seek board seats and those which do not. I report p-values for
medians using the Wilcoxon Signed Rank Test. *, **, and *** indicate statistical significance at the 10%, 5%, and 1%

levels.

Table D-3: Short-Term Returns By Type,
Controlling For Undervaluatoin

Panel A: Industry-Adjusted Variables

Dependent Variable: Activism (1) Board Seats (2)
Abnormal Returns Coeff. t-stat Coeff. t-stat
Constant 3.07%%* 5.09 5.65%%* 6.69
Abnormal q 114 -1.97 -2.07%* -2.15
Abnormal Margin -0.09% -1.56 -0.23%* -2.23
Active 3.15%** 3.37 - -
Board - - 2.45 1.24
No. and R2 290 0.07 122 0.11

Panel B: Non-Adjusted Variables

Dependent Variable: Activism (3) Board Seats (4)
Abnormal Returns Coeff. t-stat Coeff. t-stat
Constant 2.45%%x 5.13 5.55%%x 6.45
Tobin’s q -0.93%* -1.96 S2.38%*% D46
Margin -0.02 -0.58 -0.03 -0.41
Active 3.75%** 4.78 - -
Board - - 3.15%* 1.71
No. and R2 441 0.06 162 0.07

The dependent variable is the abnormal return during the 5 days around the Schedule 13D filing date. Panel A controls
for abnormal q and abnormal margin and Panel B controls for Tobin’s q and margin. Column 1 and Column 3 regress

all abnormal returns on Active, a dummy set to one for activist investments. Column 2 and Column 4 regress abnormal
returns from exclusively active investments on Board, a dummy set to one for board investments. All dummies refer only
to information contained in the initial schedule 13D filing. All nondummy variables are winsorized at the 10% level and
are expressed as the deviation from the sample average values. *, **, and *** indicate statistical significance at the 10%,
5%, and 1% levels.
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Table D-4: Abnormal Returns After 13D Filing Date

5%
25%
Median
75%
95%

Average

% Positive

Patel z-statistic
Non par. z-statistic
N=

5%
25%
Median
75%
95%

Average

% Positive

Patel z-statistic
Non par. z-statistic
N=

5%
25%
Median
75%
95%

Average

% Positive

Patel z-statistic
Non par. z-statistic
N=

First Action (1)
(-30,+30)  (-15,+15)
-30.2% -19.5%
-2.3% -4.4%
7.5%***  5.4%
20.0% 16.9%
46.3% 29.6%
8.3%*** 6.0%***
73.6%***  67.9%***
3.38 2.92

3.76 2.94

53 53

First Board Seat (2)
-23.4% -13.3%
-4.9% -2.0%
6.3%***  3.3%
18.4% 14.2%
41.3% 26.6%
6.9%***  4.6%***
60.4%**  62.5%**
2.69 2.88

1.70 1.99

48 48

First Board Win (3)
(-30,+30)  (-15,+15)
-29.1% -12.9%
-6.2% -4.6%
5.2%%**  4.0%***
20.7% 11.6%
35.7% 25.0%
6.2%*** 4.3%***
66.4%***  60.0%***
3.80 3.90

3.82 2.48

110 110

(-2,+2)

-9.5%
-2.2%
1.29%%**
10.7%
21.7%

4.4%%x
66.0%***
5.83

2.66

53

-3.3%
0.2%
2.5%***
6.7%
13.6%

340 %w
77 1%
4.95

4.01

48

(-2,+2)

-7.9%
-2.2%
0.3%
4.1%
10.2%

0.8%*
53.2%
1.63
1.05
109

(+0,+2)

-3.1%

-0.3%
2.8%%**
9.3%
20.5%

5.3%***
T1.7%%**
8.81

3.49

53

-2.8%
0.5%
2.6%***
4.6%
8.3%

2,50k
771 %%
4.71

4.01

48

(+0,+2)

-5.4%

-1.0%
0.7%***
3.3%
6.6%

0.8%**
61.5%%**
2.21

2.78

109

(+0,+15)

-9.8%
-0.1%
7.7%
13.5%
22.7%

7.2%***
73.6%***
5.59

3.76

53

-10.5%

-1.4%
4.2%
9.6%
22.9%

4.1%%%*
66.7%***
331

2.56

48

(+0,+15)

-10.3%
-2.5%
1.3%%**
8.6%
17.7%

2.4%***
56.4%**
2.89

1.72

110

(+0,+30)

-12.5%
-1.9%
5.6%***
17.0%
26.9%

7.1%***
69.8%%**
4.34

3.21

53

-13.7%
-3.5%
2.5%***
11.1%
34.1%

530k
66.7%***
2.75

2.56

48

(+0,+30)

-18.2%
-5.6%
0.6%*
10.7%
25.8%

2.5%***
51.8%
2.41
0.76

110

The table presents average returns after the initial Schedule 13D filing, in excess of the value-weighted market, for
various event windows. Column 1 analyzes schedule 13D/A filings in which, having already filed a passive 13D, a hedge
fund first announces activist intentions. Column 2 analyzes schedule 13D/A filings or news stories in which, having
already announced activist intentions, a hedge fund first seeks board seats. Column 3 analyzes schedule 13D/A filings or
news stories in which, having already announced its intention to seek board seats, the hedge fund first wins board seats.

I measure returns in excess of market model using the value-weighted CRSP NYSE/Amex/Nasdaq index, estimating
parameters over the 200 day window prior to the event. I report p-values for medians using the Wilcoxon Signed Rank
Test. *, ** and *** indicate statistical significance at the 10%, 5%, and 1% levels.
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Table D-5: Long-Term Returns by Investment Type

Panel A: Active Investments Perform Better Than Paassive Investments

Active
(-1,+24) (+1,+6) (+1,+12)
5% -132.5%  -48.2% -77.7%
25% -8.4% -12.6% -19.2%
Median 20.1%%**  429%%** T 490%**
75% 57.3% 19.9% 38.2%
95% 172.3% 59.6% 111.3%
Average 21.3%*** 4.9%%**  B.50p%*
% Positive 66.8%*** 56.3%***  56.9%***
Patel z-stat ~ 8.43 2.88 3.87
Nonpar. z-stat 5.70 2.39 2.58
N= 244 238 239
Difference
(-1,+24) (+1,+6)
Median 9.7% 4.1%
Average 17.6%**  5.4%**

(+1,+24)

-127.6%

-18.0%
12.1%***
47.5%
159.4%

13.5%***
61.19%**
5.55

3.87

239

(+1,412)

7.5%

8.9%**

Passive
(-1,+24)

-153.3%

-31.3%
10.4%%*
49.2%
125.2%

3.7%
55.1%%**
1.08
2.08

227

(+1,+24)

6.8%*

11.9%*

(+1,+6)

-58.8%

-20.1%
0.1%
20.3%
54.2%

-0.6%
50.0%
-0.57
0.54
216

(+1,+12)

-89.4%

-24.5%

-0.1%
30.5%
75.2%

-0.4%
49.8%
-0.29
0.48
217

(+1,+24)

-132.5%

-30.3%
5.3%
45.9%
114.8%

1.5%
53.7%***
0.16
16.29
218

Panel B: Active Investments Seeking Board Seats Perform Better Than Active Investments That Do Not

Board Seats

No Board Seats

(-1,+24) (+1,+6) (+1,+12)  (+1,424)  (-1,+24) (+1,+6)
5% -91.9% -37.0% -53.5% -75.9% -154.0%  -55.8%
25% 0.2% -10.8% -11.6% -11.6% -8.1% -13.0%
Median 28.2%*%*F  6.1%***  11.3%***  18.3%*** 13.0%*** 2.0%
75% 60.7% 22.4% 38.6% 53.1% 56.5% 19.1%
95% 150.7% 58.3% 95.7% 149.2% 177.8% 64.6%
Average 31.2%%** 8.3%***  15.5%***  21.6%*** 14.3%***  2.8%**
% Positive  75.2%*** 58.5%**  62.2%***  66.4%***  60.9%*** 55.4%*
Patel z-stat ~ 7.48 2.67 4.19 5.15 4.97 1.89
Nonpar. z-stat 6.03 2.32 3.14 4.06 245 1.30
N= 121 118 119 119 115 112
Difference
(-1,+24) (+1,+6) (+1,+12)  (+1,+24)
Median 15.2%**  4.1% 9.2%* 10.8%**
Average 16.9%* 5.5% 11.7%* 13.8%*

(+1,+12)

-106.8%
-24.1%
2.2%*
36.4%
116.2%

3.8%%*
54.5%
1.84
1.11
112

(+1,+24)

-144.7%
-20.7%
7.6%
40.6%
175.3%

7 .80 % 5%
58.0%**
3.19
1.87

112

The table presents average monthly excess returns around the Schedule 13D filing for various event windows. I measure
returns in excess of the market model using the value-weighted CRSP NYSE/Amex/Nasdaq index, estimating parameters
over the 36 month window prior to the Schedule 13D. Panel A compares active investments to passive investments.
Panel B further splits active investments into those which seek board seats and those which do not. I report p-values for
medians using the Wilcoxon Signed Rank Test. *, **, and *** indicate statistical significance at the 10%, 5%, and 1%

levels.
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Table D-6: Long Term Returns By Type, Controlling For Undervaluation

Panel A: Industry-Adjusted Variables

Dependent Variable:

Abnormal Returns Activism (1) Board Seats (2)
Constant 6.67 0.90 7.81 1.00
Abnormal q -9.21% -1.59 -14.40%*  -1.87
Abnormal Margin -1.01%* -1.80 -0.01 -0.01
Active 4.32 0.45 - -
Board - - 2.45 1.24
No. and R? 251 0.03 150 0.03
Panel B: Non-Adjusted Variables

Dependent Variable:

Abnormal Returns Activism (3) Board Seats (4)
Constant 4.6 0.75 15.33%* 1.86
Tobin’s q -7.07* -1.36 -11.50%*  -1.52
Margin -0.90%* 211 -0.79 -1.25
Active 18.35%* 2.17 - -
Board - - 18.63* 1.59
No. and R? 388 0.04 197 0.04

The dependent variable is the abnormal return during the 25 months around the Schedule 13D filing date. Panel A
controls for abnormal q and abnormal margin and Panel B controls for Tobin’s q and margin. Column 1 and Column 3
regress all abnormal returns on Active, a dummy set to one for activist investments. Column 2 and Column 4 regress
abnormal returns from exclusively active investments on Board, a dummy set to one for board investments. All
nondummy variables are winsorized at the 10% level and are expressed as the deviation from the sample average values.
*, %% and *** indicate statistical significance at the 10%, 5%, and 1% levels.

Table D-7: Profitability Improvements, Controlling For Stock Picking

Panel A - Return on Assets

Dependent Variable: Activism Board Seats
Abnormal Returns Coeff. f-stat Coeff. t-stat
Constant -1.15 *# -1.70 1.20 0.89
Tobin's g 1.61 251 1.73 155
Initial Level 031+ 416 -0.24 ** -1.76
Active 3.03 #== 305 - -
Board - - 0.82 046
No. and R’ 108 0.26 40 0.10

Panel B - Margins

Dependent Variable: Activism Board Seats
Abnormal Returns Coeff. f-stat Coeff. -stat
Constant 253 %= 371 -0.06 -0.05
Tobin's g 0.16 0.24 023 0.24
Initial Level -0.12 *= -2.32 -0.20 *F* 234
Active 287 #== 2.76 - -
Board - - 023 0.16

No.and R* 105 0.13 38 0.16
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The dependent variable is the two-year increase in ROA (Panel A) and in EBITDA margins (Panel B). All regressions
control for Tobin’s q and for the initial ROA (Panel A) or EBITDA margins (Panel B). Column 1 and Column 3 regress
improvements for all firms on Active, a dummy equal to one for activist investments. Column 2 and Column 4 regress
improvements for activist targets on Board, a dummy equal to one for board seat investments. All nondummy variables
are winsorized at the 10% level and are expressed as the deviation from the sample average values. *, **, and ***
indicate statistical significance at the 10%, 5%, and 1% levels.

Table D-8: Capital Structure Changes, Controlling For Stock Picking

Panel A: Layout

Dependent Variable: Activism Board Seats
Abnormal Returns Coeff. f-stat Coeff. -stat
Constant 225 ** 1.79 424 * 1.30
Tobin's g -1.36 -0.99 -0.56 -0.21
Initial Level 0.12 ** 202 016 * 130
Cash 1045 * 1.50 10.83 0.70
Active 248 1.26 - -
Board - - 0.75 0.19
No. and R’ 102 0.07 42 0.06

Panel B: Leverage

Dependent Variable: Activism Board Seats

Abnormal Returns Coeff. t-stat Coeff 1-stat
Constant -0.37 -0.83 143 * 1.59
Tobin's g 0.05 0.11 -0.08 -0.11
Initial Level -0.05 *¥=* 268 -0.05 *=* -1.78
Cash -3.54 * -1.53 -407 -1.20
Active 0.65 0.98 - -
Board - - -2.08 *=* -1.86
No. and R’ 222 0.04 92 0.07

The dependent variable is the two-year increase in payout ratio (Panel A) and in the debt-to-assets ratio (Panel B). All
regressions control for Tobin’s g, the initial payout ratio (Panel A) or leverage (Panel B), and the initial cash divded by
initial assets. Column 1 and Column 3 regress improvements for all firms on Active, a dummy equal to one for activist
investments. Column 2 and Column 4 regress improvements for activist targets on Board, a dummy equal to one for
board seat investments. All nondummy variables are winsorized at the 10% level and are expressed as the deviation from
the sample average values. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels.
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Table D-9: Firm Size Reductions, Controlling For Undervaluation

Panel A: Assets

Dependent Variable: Activism Board Seats

Abnormal Returns Coeff. t-stat Coeff. i -stat
Constant 277 *= 1.81 0.75 0.34
Tobin's g 875 %= 666 500 *** 315
Initial Level 0.00 -1.03 0.00 == -1.89
Active -4.56 *= -2.12 - -
Board - - 442 = -1.49
No. and R’ 522 0.09 256 0.06

Panel B: Sales

Dependent Variable: Actrvism Board Seats
Abnormal Returns Coeff. i -stat Coeff. t-stat
Constant 405 #== 3.67 415 *=* 2.03
Tobin's g 5.61 *=F 485 620 ==+ 3461
Initial Level 0.00 0.23 0.00 0.79
Active -1.19 -0.63 - -
Board - - -0.82 -0.30
No. and B’ 404 0.05 244 0.06

The dependent variable is the two-year increase in assets (Panel A) and in sales (Panel B). All regressions control for
Tobin’s q and for initial assets (Panel A) or initial sales (Panel B). Column | and Column 3 regress improvements for
all firms on Active, a dummy equal to one for activist investments. Column 2 and Column 4 regress improvements for
activist targets on Board, a dummy equal to one for board seat investments. All nondummy variables are winsorized
at the 10% level and are expressed as the deviation from the sample average values. *, **, and *** indicate statistical
significance at the 10%, 5%, and 1% levels.



