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ARGUS®

Emerging Trends in Activist Investing

Activist investing continues to gain adherents (and capital) as high-profile managers
like Daniel Loeb of Third Point LLC; Jeffrey Smith of Starboard Value, LP; Nelson
Peltz of Trian Fund Management; and Carl Icahn train their sights on underperforming

targets such as Gannett & Co., Allergan Inc., Juniper Networks and even Apple Inc. According
to Hedge Fund Research, assets under management for activist funds have nearly tripled in
five years (to $89 billion in 2013 from $32 billion in 2008).

At Argus Research, we monitor the activity of activists from several angles. Our sister com-
pany, Vickers Stock Research, collects information on portfolio holdings and activist filings
with the U.S. Securities and Exchange Commission. These filings are reviewed by corpora-
tions and investors alike.

As well, analysts at Argus follow dozens of companies that activists have targeted or may
target in the future. These companies are often Blue Chips with valuable franchises, but have
somehow taken a misstep in the past few years — and their performance has lagged. The
typical activist target is a diversified, asset-rich company with little debt and low margins. The
activists can come in and push for either a restructuring or a capital reallocation program that
often results in a share buyback plan or dividend increase. Sometimes a new management
team is brought in.

Interestingly, though, some of the recent research on activist investing has concluded that these
funds often take a long-term or even collaborative approach with the managements they target. A
paper published by professors from Duke University and Columbia University titled “The Long-
Term Effects of Hedge Fund Activism” concluded that activist investing not only increases value
around the time of investment, but for as many as five years following the investment.

Lastly, our portfolio strategy team, working with the data analysts and programmers at Vickers,
has designed an analytical process that identifies deep value stocks which may be poised to
rebound because activist investors have built substantial positions in the companies. We continu-
ously monitor the performance of these stocks, and work to refine this selection process to include
only the companies that seem to have the highest chances of outperforming their peer group.

Our analysis of 13-Fs and 13-Ds identifies companies that have been targeted by leading activ-
ist investors, who currently wield a war chest on average of $10.6 billion and a target list on
average of 26 companies. We then filter those results to include only holdings for which we
think activists have “skin in the game.” To make this determination, we focus on the top hold-
ings of each activist, as well as on companies in which the activist owns at least a 5% stake.

Concurrently, we run a deep value screen of the S&P 1500 and find its set intersection with the
activist targets. Lastly, after applying our Safety, Quality and Liquidity Screens, we have our
team of analysts research each of the names to ensure that none of the companies is involved in
a corporate activity that could affect the value or liquidity of the stock. This process results in
a final list of approximately 30 stocks which we follow, paying close attention to the effects of
activist campaign activity on share price.
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REPRESENTATIVE
ACTIVISTS

ARGUS  RESEARCH
Independent Equity Research

Glenview Capital Management
� Lead Investor: Larry Robbins

� Glenview typically targets growth at a reasonable price (GARP), employing fundamental
analysis on public equity and fixed income securities in stable, predictable market envi-
ronments to identify reasonably priced companies with high growth prospects. Glenview
primarily focuses on the healthcare industry.

� $1.8B Glenview Capital Opportunity Fund Long/Short Strategy was up 54% in 2012 and
84.2% YTD in October 2013.

Trian Partners
� Lead Investor: Nelson Peltz

� Trian identifies public companies with attractive business models that trade significantly
below intrinsic value due to operational underperformance. The firm then adopts an ac-
tivist role in the target company using their reputational capital to enact change aimed at
improving operational efficiencies and ultimately shareholder return.

Carl Icahn
� Lead Investor: Carl Icahn

� After developing a reputation as a ruthless corporate raider during the LBO boom of the
1980’s, Icahn has continued to leverage his media connections to pressure management
to enact change. He has targeted numerous high-profile publicly traded companies through-
out his career and campaigns relentlessly to implement his strategies.

� Icahn’s personal fortune is estimated at $25 billion as of October 2014.

Elliott Management
� Lead Investor: Paul Singer

� Elliott Management began as a convertible arbitrage shop but transitioned into distressed
debt and activist equity investing, targeting public underperforming large-cap companies
(and, at times, engaging its targets in litigation).

� From inception, Elliott has generated 14.6% net compound annual return for its investors
at only one-third of the volatility of the S&P 500.

Blue Harbour Group
� Lead Investor: Cliff Robbins

� Blue Harbour takes sizable investments in large companies with open-minded manage-
ment and works collaboratively with management to implement changes that impact share-
holder returns. The firm’s approach sets it apart from other activist investors.

� Blue Harbour has never engaged in a proxy fight, media campaign or company lawsuit.
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HIGHLIGHTED
COMPANIES Darden Restaurants Inc.

� Activist: Starboard Value LP

� Starboard is trying to convince Darden management to sell all of its real estate assets, fran-
chise its restaurants, spin off chains (including the Yard House and Capital Grille) and
overhaul the Olive Garden chain.

� In early October, Starboard was successful in convincing shareholders to replace the entire
board of directors of Olive Garden.

� Darden has underperformed the market over the past five years with an annualized return of
10.5% compared to the market’s 13.5% over the same period.

Pepsico Inc.
� Activist: Trian Partners

� Trian wants the company to separate its soft drink and snack businesses.

� Nelson Peltz’s campaign won the support of the California State Teachers’ Retirement Sys-
tem, one of the largest pension funds in the United States.

� Pepsico has underperformed the market over the past five years with an annualized return
of 9.1% compared to the market’s 13.5% return over the same period.

Apple Inc.
� Activist: Carl Icahn

� Icahn wants Apple to release some of its cash stockpiles to shareholders in the form of stock buybacks.

� Icahn published an open letter to Apple claiming that the company was undervalued by
around 50% and urging management to repurchase shares. So far, Apple has defended its
current capital program.

� Apple has outperformed the market over the past five years with an annualized return of
23.6% compared to the market’s 13.5% over the same period. However, it has underperformed
the market over the past two years, returning 12.7% compared to the market’s 17.5%. This
recent underperformance is the basis for Mr. Icahn’s current views.

Riverbed Technology Inc
� Activist: Elliott Management

� Elliott is trying to force Riverbed Technologies to sell itself.

� Elliott offered Riverbed $19 a share for the company and then $21 a share in February —
but that offer was rejected. However, the open offer has garnered attention from private
equity firms who are reportedly approaching the company with acquisition offers.

� Riverbed has performed in line the market over the past five years, but has significantly
underperformed in the past three years — with an annualized loss of 11% compared to the
market’s 16% gain over the same period.
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DISCLAIMER

This brochure was published in November 2014.

There is no assurance that a unit investment trust will achieve its investment objective. An
investment in any unit trust is subject to market risk, which is the possibility that the market
values of securities owned by the trust will decline and that the value of trust units may
therefore be less than what you paid for them. This trust is unmanaged. You can lose money
investing in this trust.

This portfolio is selected on the basis of data as of a given date and used values that can be
calculated differently.

Please consider the investment objectives, risks, charges and expenses of the unit invest-
ment trust carefully before investing. The prospectus contains this and other information
about this unit investment trust. To obtain a prospectus, please contact your financial advi-
sor or download a prospectus from sec.gov/edgar.shtml. Please read the prospectus care-
fully before investing.

The Argus trademark, service mark and logo are the intellectual property of The Argus
Research Group, Inc.

Past performance should not be taken as an indication or guarantee of future performance.

Argus officers, employees, agents and/or affiliates may have positions in funds or stocks
discussed in this presentation.

The opinions and information contained herein have been obtained or derived from sources
believed to be reliable, but Argus makes no representation as to their timeliness, accuracy
or completeness or for their fitness for any particular purpose.


