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Introduction

Although in the past shareholder activism may have been considered primarily a US
phenomenon, it is now an established fact of corporate life in the United Kingdom. UK listed
companies are used to activists appearing on their share registers, and UK and continental
European activist investors have joined an established roster of stateside players. UK
shareholder activism has developed a unique flavour. Unlike in the US, wresting control of
the board is often less central to campaigns, and the UK’s legal and regulatory environment
is conducive to activism with the Companies Act 2006 (the Companies Act, or the Act)
facilitating activists putting their case to shareholders directly upon acquiring a fairly small
proportion of the target’s shares.

A wide range of investors in UK companies are potential shareholder activists.
Environmental and social concerns, such as climate change, have encouraged
campaigners to buy shares with the aim of influencing corporate policy and strategy.
Meanwhile, there is an increasing trend for institutional investors publicly stating their
concerns in a way that would once have run counter to traditional British reticence.
Although boards do not typically welcome activist campaigns, the distinction between
activism and constructive engagement or stewardship has become increasingly blurred.

In 2024 the number of campaigns targeting UK companies fell 31 per cent from 2023's
record highs.m Activity continued to fall in the first quarter of 2025, down 38 per cent year
on year.lz] This coincides with decreased activity in Europe as a whole, although the UK
remains Europe’s main activism hub — accounting for 42 per cent of European campaigns
in 2024 and 50 per cent in the first quarter of 2025.

Recent lower activity levels in part reflect the uncertain deal-making environment and fewer
opportunities for mergers and acquisitions (M&A) related activism. Financial activists have
adapted by advocating operational or structural changes to unlock value, with a particular
focus on capital allocation and where companies are listed. To improve returns, some
activists have also begun to advocate for the unwinding of environmental, social and
governance (ESG) commitments undertaken in recent years.

Legal and regulatory framework

Shareholder rights under the Companies Act 2006

In pursuing their goals, shareholder activists can leverage statutory rights conferred on
shareholders by the Companies Act. These statutory shareholder rights can be used in
conjunction with any further rights set out in the company’s articles of association.

Once an activist acquires a single share, it will have the right to attend and vote at general
meetings. Section 319A of the Act requires traded companies to answer questions that
relate to the business being dealt with at the meeting, so it would be open to an activist to
pose questions at meetings of shareholders. Although the board could refuse to answer in
certain circumstances — including where answering would unduly interfere with meeting
preparations, involve disclosing confidential information or be undesirable for the good
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order of the meeting — decisions to do so often involve a delicate balancing act and take
into account broader investor relations considerations.

Under section 314 of the Act, shareholders representing 5 per cent or more of the
company’s voting rights (or 100 or more shareholders holding shares on which there has
been paid up an average sum, per shareholder, of at least £100) can require the board
to circulate a statement of not more than 1,000 words relating to a proposed resolution
or other business to be dealt with at a general meeting. Such shareholders can also
requisition resolutions at the company’s annual general meeting (AGM) under section 338
of the Act, or require the inclusion in the business to be dealt with at the AGM of matters
other than proposed resolutions, such as topics for discussion, under section 338A of the
Act.

Perhaps most significantly, under section 303 of the Act, shareholders representing 5 per
cent or more of such of the paid-up capital of the company as carries voting rights can
require the company to call a general meeting and may also propose the text of a resolution
to be voted on at that meeting. Holding general meetings outside of their regular calendars
can be very disruptive for listed companies, requiring the dedication of significant time and
resources. Requisitioned meetings also attract significant publicity.

The Companies Act prescribes procedural requirements that shareholders must follow
to exercise these rights. Activists need to pay careful attention to them. Although target
boards will usually not wish to appear unduly obstructive, non-compliance with these
formalities is grounds for the board not to act on the proposed measure. Requisitioned
resolutions, for instance, need not be put to shareholders if they would be ineffective
if passed or are defamatory, frivolous or vexatious.”! Making such a determination will
require the board to exercise judgement, often after having consulted its advisers.

Shareholders holding more than 10 per cent of a company’s shares can prevent a bidder
that has completed a contractual offer from buying out dissentient shareholders.!.
I This has particular relevance during competitive takeovers, where bidders typically use
contractual offers rather than schemes of arrangement in order to set an acceptance
condition as low as 50 per cent plus one share.

Shareholders holding more than 25 per cent of a company’s shares can block takeovers
implemented as schemes of arrangement.[‘r’] More generally, they can also block special
resolutions, for instance, preventing a company from amending its articles of association.

Subject to any contrary provision in a company’s articles of association, shareholders may
appoint directors by ordinary resolution at a general meeting. Under section 168 of the Act,
shareholders also have the right to remove directors by ordinary resolution. Shareholders
intending to move a resolution to remove a director (including by using the section 303
or 338 powers described above) must notify the company of the intended resolution at
least 28 clear days before the date on which the relevant meeting will be held." Directors
subject to a removal vote can require the company to circulate written representations to
ﬁpareholders in advance of the meeting and also have the right to be heard at the meeting.-

Annual general meetings
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The business transacted at AGMs, such as the appointment or reappointment of directors,
means they often serve as flashpoints for activism. The UK Corporate Governance Code -
which applies to UK listed companies on a ‘comply or explain’ basis — subjects directors
to annual re-election.!® Under sections 439 and 439A of the Companies Act, quoted
companies must also hold an advisory vote on their annual remuneration reports each year
and a binding vote on their remuneration policies every third year. Dissent can coalesce
around these types of resolution; two directors failed to be re-elected in 2024, while one
remuneration report was voted down last year and two have been voted down so far this
AGM season.”!

Another key provision of the UK Corporate Governance Code is its requirement for
consultation following ‘significant votes’ against the board’s recommendation for a
resolution. When 20 per cent or more votes have been cast against, the UK Corporate
Governance Code requires companies to explain, when announcing voting results, what
actions they intend to take to consult shareholders in order to understand the reasons
behind the vote, and to publish an update within six months."% Afinal summary needs to be
published in the company’s next annual report on what impact the feedback has had on the
board’s decisions and any actions or resolutions now proposed. Consultation can amount
to a significant undertaking for listed companies, particularly as its success (or not) will
likely influence the subsequent year’s voting. The Investment Association maintains a
public register of significant votes against, together with companies’ explanations of how
they have addressed shareholders’ concerns.

Companies are having to think carefully about their security arrangements for AGMs and
how best to facilitate questions and discussion without compromising the orderly conduct
of the meeting. For example, AGMs have recently been disrupted by activists campaigning
against issues such as climate change and the conflict in Gaza.

Litigation

Litigation historically has played a small part in UK shareholder activism. It is more
common in the public law arena, for instance, where pressure groups — who need
not be shareholders — have challenged UK government decisions to approve fossil
fuels projects.["] That said, the activist’s toolkit includes statutory derivative claims and
unfair prejudice petitions under sections 260-264 and 994-996 of the Companies Act,
respectively, as well as claims for compensation under sections 90 and 90A of the
Financial Services and Markets Act 2000 (the FSMA).

Statutory derivative claims allow a company’s shareholders to step into the company'’s
shoes to seek relief against directors’ negligence, default, breach of duty or breach of trust.
The bar to bringing such claims is high, with the claimant shareholders first needing to
obtain the court’s permission to continue the claim in the name of the company.

In 2023, ClientEarth, an environmental pressure group which held 27 shares in Shell,
unsuccessfully sought permission to continue a derivative claim against Shell’s directors
for alleged breaches of their statutory duties in relation to Shell’s climate risk management
strategy.[m ClientEarth’s small shareholding was a significant factor in the court finding
that the claim had not been brought in good faith. The judge considered the fact that
ClientEarth held only 27 shares gave ‘rise to a very clear inference that [ClientEarth’s]
real interest [was] not in how best to promote the success of Shell for the benefit of its
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members as a whole’, and that ClientEarth had instead ‘adopted a single-minded focus
on the imposition of its views and those of its supporters as to the right strategy to deal
with climate change’.hs] In awarding Shell costs, the court derogated from the normal rule
in derivative claims that the company is unable to recover its costs of submissions or
attendances made without the court's invitation."" This outcome seems likely to deter
pressure groups from pursuing derivative claims going forward.

Unfair prejudice petitions involve shareholders applying to court for relief on the basis
that the company’s affairs are being conducted in a manner that is unfairly prejudicial to
their interests. As the usual remedy is for other shareholders to buy out the petitioning
shareholders, this procedure is often unappealing for activists who would rather see the
company implement their programme for change.

Conversely, compensation claims under sections 90 and 90A of the FSMA are a rapidly
developing area. Under section 90, persons who have acquired shares following the
publication of a prospectus and who have suffered loss as a result of untrue or misleading
statements in the prospectus can seek compensation from the company and other
persons responsible for the prospectus (usually the directors). Section 90A provides for
similar claims in relation to untrue or misleading statements in other published regulated
information, although - unlike section 90 — shareholders can only claim against the
company and must show that they relied on the relevant statement(s). Key issues in
interpreting section 90A were heard at a full trial for the first time in 2022, when the
Hewlett-Packard group successfully claimed that the former CEO and CFO of Autonomy
had mislead the market about Autonomy’s financial position."s] Many section 90 and 90A
claims have been brought as class actions. The growing list of companies targeted by
such claims includes RBS, Tesco, RSA, G4S, Serco, Indivior, Reckitt Benckiser, Standard
Chartered, Glencore and Barclays.l16]

Regulatory constraints on activism

The Disclosure Guidance and Transparency Rules (DTRs) require shareholders to notify
shareholdings in UK listed companies when they reach, exceed or fall below certain
thresholds. For UK incorporated companies the thresholds are 3 per cent and each 1 per
cent thereafter, and for companies incorporated outside the UK the thresholds are 5 per
cent, 10 per cent, 15 per cent, 20 per cent, 25 per cent, 30 per cent, 50 per cent and 75 per
cent."”! Activist investors can often avail themselves of an exception that permits asset
managers initially to notify holdings only at the thresholds of 5 per cent and 10 per cent
(after which the usual thresholds apply).“s]

The City Code on Takeovers and Mergers (Takeover Code) applies a parallel disclosure
regime to shares in companies subject to a takeover offer. When an offer or possible offer
is first announced, any person interested in 1 per cent or more of the target's shares (or
in the bidder’s shares, if the offer may involve share consideration) must disclose their
opening positions.m] Any person who is or becomes so interested during the course of
the offer must disclose their dealings in interests in the target’s shares (or in the bidder's
shares, if the offer may involve share consideration). Such disclosures can provide early
warning of ‘bumpitrage’ tactics, where activists acquire target shares to push would be
suitors for better terms.
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The DTRs and the Takeover Code require disclosure of derivative positions and their
aggregation with shareholdings when calculating the thresholds.

Shareholder activists do not typically acquire stakes of 30 per cent or more in companies
to which the Takeover Code applies because doing so would require them to make a
mandatory offer for all the shares in the target they do not already own. 2 The mandatory
offer requirement may be triggered by an activist that does not individually reach the 30
per cent threshold if it is acting in concert with others to acquire control and their interests
reach the 30 per cent threshold in aggregate.

Practice Statement 26 to the Takeover Code addresses how the mandatory offer rule
applies when activists requisition, or threaten to requisition, a general meeting to consider
a ‘board control-seeking’ resolution — i.e. a resolution to replace directors with persons
with whom the activists have significant relationships, with the result that the activists
would effectively be in a position to control the board. A mandatory offer may be triggered
if the requisitioning activists cross the 30 per cent threshold after reaching an agreement
or understanding that such a resolution should be proposed or threatened.?"! Resolutions
seeking to appoint directors whom are independent of the activists or non-executive
directors will not normally be caught, and normal collective shareholder action, like
co-ordinating voting at AGMs, is unlikely to result in a concert party being formed.1?2

Key trends in shareholder activism

A diversity of activists

A significant change since the pandemic has been a broadening of the types of

shareholders involved in activism. While over 70 per cent of European campaigns in 2020

were carried out by focused activist funds, that figure has since fallen each year to just
. [23]

over 55 per cent in 2024.

One driver of this change has been the increasing willingness of traditional asset managers
to publicly state their views on strategic transactions. Lancaster Investment Management
published an open letter opposing the 2024 takeover of Hargreaves Landsdown by private
equity bidders and stating its support for the company remaining independent. PrimeStone
Capital announced its disappointment with the price offered by KKR for Smart Metering
Systems, stating that it would vote against the offer. Both interventions were ultimately
unsuccessful.

Another contributing factor has been the coordination of ESG campaigns by environmental
organisations such as ClientEarth and Follow This. As discussed below, there are signs
that ESG activism may have peaked, or may even have hit reverse, with the emergence of
anti-ESG campaigns.

As befits an open economy, the UK draws shareholder activists from all over the world. Only
38 per cent of 2024’s campaigns were conducted by domestic activists, compared to 49
per cent in Germany, 41 per cent in France and 70 per cent in Scandinavia.?* US activists
are particularly involved in the UK, accounting for 39 per cent of campaigns, compared to
18 per cent in Germany, 14 per cent in France and just 4 per cent in Scandinavia; in those
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jurisdictions, domestic activists or fellow Europeans tend to predominate. The relatively
diffuse shareholder bases of UK listed companies compared to those in continental Europe
makes acquiring meaningful stakes attractive to international activists.

No safety in size

Like the hero of The Old Man and the Sea, activists often desire to land the marlin rather

than the minnow. In 2024, 17 per cent of activist campaigns in Europe targeted companies

with a market capitalisation in excess of US$25 billion, compared to a global rate of 12 per
[25] . T

cent.”™ Twenty-five per cent of campaigns targeted a market capitalisation in excess of

USS$10 billion, and 42 per cent a market capitalisation in excess of US$5 billion.

The UK is at the forefront of this trend, with mega-cap companies including BP and Rio
Tinto recently targeted. Swimming in an industry with other large, established players,
invites close scrutiny of a company’s performance.

Operational and structural demands come to the fore

The most popular objective of activist campaigns globally in 2024 was M&A (43 per cent),
followed by board change (31 per cent), capital return (23 per cent) and strategy and
operations (22 per cent).ml However, indications suggest that M&A-focused campaigns
have fallen back substantially in the first quarter of this year (26 per cent), with strategy
and operations (24 per cent) and board changes (51 per cent) rising.m] Board change
demands typically outpace the year in Q1, ahead of AGM and proxy seasons in the UK and
us.

The fall in M&A-focused campaigns corresponds with a decrease in UK M&A activity
in the first quarter, amidst macroeconomic headwinds and an uncertain deal making
environment. M&A volumes and deal values fell considerably in the UK & Ireland compared

to Q1 2024, with deal count down by 21.6 per cent and deal value down by 28 per cent.?®!

With fewer opportunities for M&A-related activism, the shift to operational demands has
focused on promoting core business activities, regulating capex and generating free cash
flows. Structural issues have also been in focus, including the relocation of companies’
listings or primary listings. Following some high-profile relocations from the London Stock
Exchange to NYSE or Nasdaq - including the primary listings of Ferguson, CRH and Flutter
Entertainment — activists are encouraging other companies to make similar moves in
pursuit of higher valuations. Gatemore Capital Management has advocated that Watches
of Switzerland adopt a US listing, and Glencore has stated that it is considering moving
its main listing from London (potentially to the US) following a campaign by Tribeca
Investment Partners. Other companies targeted include Wood Group and Rio Tinto. Such
demands will likely continue for as long as London listed companies appear to trade
at a discount to their European and US peers, notwithstanding some commentators’
arguments that the grass is rarely greener.lzg]

A range of tactics

Shareholder activists have recently deployed diverse tactics, ranging from private
discussions with boards to public exchanges of letters and proxy wars. The period covered
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by this review has witnessed notable failed attempts to carry out US-style proxy battles
in the UK, with shareholders of all seven closed-ended investment funds initially targeted
by Saba Capital Management voting against the wholesale replacement of those funds’
boards.

What's happening with ESG?

Reversing a post-pandemic surge, there has been a consistent fall in the number of
climate-related resolutions voted on at AGMs. Twenty-one such resolutions were voted on
at their peak in 2022, falling to nine in 2023 and only eight in 2024.B% This has been driven
by a sharp fall in the number of resolutions proposed by management and a more marginal
decline in shareholder proposals.

A decline in the likelihood of such resolutions being passed may be responsible. A recent

report by ShareAction, a responsible investment charity, indicates that global shareholder

support for ESG resolutions has hit an all-time low, with fewer successful votes on

both climate and social issues in 2024 relative to 2023 and support for say on climate
. . . : [31]

resolutions having fallen consistently since 2021.

However, this is not to say that ESG activism is dead. For individual companies, the picture
is often nuanced. While at Shell’s 2024 AGM only 18.6 per cent of shareholders favoured
a requisitioned resolution calling on Shell to align its medium-term emissions reduction
targets with the goals of the Paris Climate Agreement, 22 per cent voted against the
board’s own energy transition strategy. BP’s recent decision to shift its operational focus
back towards oil and gas - which followed criticism of its renewables strategy from
value-led investors — prompted green shareholder group Follow This to campaign against
the re-election of BP’s chair at its 2025 AGM. Calls for energy companies to focus on fossil
fuels may represent an emerging anti-ESG trend. Whether it expands to other sectors will
be watched with interest.

Recent shareholder activism campaigns

The Saba saga

In December 2024, Saba Capital Management launched simultaneous campaigns against
seven UK closed-ended investment funds. The funds initially targeted were Baillie
Gifford US Growth Trust, CQS Natural Resources Growth & Income, Edinburgh Worldwide
Investment Trust, European Smaller Companies Trust, Henderson Opportunities Trust,
Herald Investment Trust and Keystone Positive Change Investment Trust. Saba’s campaign
centred on the discount to net asset value at which the funds traded, alleging that
the boards had failed to hold the funds’ investment managers accountable for poor
performance.

Saba's campaign was notable for its aggressive stakebuilding and use of Companies
Act powers. Saba acquired between 19 per cent to 29 per cent of the funds’ respective
shares before requisitioning general meetings under section 303 of the Companies Act.
It proposed resolutions for the wholesale removal of the boards and their replacement
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with persons affiliated with Saba or other professionals. Saba also intended, if it acquired
board control, to appoint Saba as the investment manager to each fund. Following
robust opposition to Saba’s proposals, the shareholders of all seven funds voted against.
Henderson did, though, announce a scheme to wind up the fund, with shareholders allowed
to roll their investment into an open-ended fund or cash out.

Saba later targeted CQS and European Smaller Companies again, as well as two new funds:
Middlefield Canadian Income and Schroder UK Mid Cap Fund. This time, Saba requisitioned
resolutions calling for the conversion of the funds into open-ended investment companies
(which trade at par). This second wave was more effective than the first. The requisitions
for CQS, European Smaller Companies and Middlefield Canadian Income were withdrawn
following negotiations with Saba that resulted in, respectively, the launch of a strategic
review, a tender offer, and a scheme allowing shareholders to roll over into a new
exchange-traded fund or exit at a price close to net asset value.

Saba’s Schroder requisition was found to be defective on the basis that it held less than 5
per cent of the fund’s shares when the requisition request was made: a salutary reminder of
the importance of adhering to the Companies Act formalities. Schroder’s board has since
announced a reduction in management fee, the introduction of a continuation vote and an
intention to buy back shares more actively to seek to inhibit a wide discount to net asset
value.

BP

BP has been targeted by Elliott Investment Management, one of the most high-profile
activist investors. Elliott’s campaign is being co-led by John Pike, whom earlier this year led
a campaign that culminated in Elliott winning two seats on the board of US listed energy
company Phillips 66. Elliott first disclosed its stake in BP in February 2025, shortly before
BP announced a strategy update promising an increase in oil and gas investment. Although
Elliott has not publicly commented on the object of its campaign, it has reportedly urged
BP to shift its focus from growing its oil and gas business to prioritising cash flow.B2

BP was previously targeted by Bluebell Capital Partners in a long-running campaign
criticising BP’s initial diversification away from its oil and gas business into renewable
energy.

In a stark indication of the tensions that can exist when activists attempt to influence
corporate strategy in different directions, green shareholder group Follow This coordinated
a protest against BP’s strategic shift back towards oil and gas at BP’s 2025 AGM, urging
shareholders to vote against the re-election of BP’s chair. A total of 24.3 per cent of
shareholders voted against re-election. While some institutional investors, including Legal
& General, cited concerns about BP’s strategic shift back towards oil and gas when voting
against re-election, other shareholders may have voted the same way on the basis that
this shift does not go far enough. The vote constituted a significant vote against under the
UK Corporate Governance Code, and BP has, accordingly, stated that it will consult with
shareholders to understand the reasons behind the result.

Rio Tinto
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In 2024, Palliser Capital began a campaign advocating the unwinding of Rio Tinto's dual
listed company (DLC) structure and its replacement with a single Australian incorporated
holding company that would have its primary listing in Australia rather than in the United
Kingdom. In support of its thesis, Palliser highlighted the gap in valuation between the
Australian and UK holding companies’ shares under Rio Tinto's DLC structure.

This campaign is notable for Palliser's gradually escalating tactics. After meetings with
management and the publication of a letter addressed to Rio Tinto’s board, Palliser,
together with other shareholders, requisitioned a resolution at Rio Tinto’s 2025 AGM. The
resolution would have directed Rio Tinto to instigate an independent review on whether
unification of the DLC structure is in the best interests of shareholders, conducted by a
committee of independent directors and an external shareholder representative. Following
a counter-campaign by Rio Tinto’s board, which included the publication of a 20-page slide
deck, 80.7 per cent of shareholders voted against the resolution. Notably, the proposal was
voted down notwithstanding that both ISS (Institutional Shareholder Services) and Glass
Lewis had recommended a vote in favour.

Year in review

The UK Corporate Governance Code 2024 replaces the 2018 edition for financial years
beginning on or after 1 January 2025. As with previous editions, it sets out standards of
good governance for UK listed companies on a ‘comply or explain basis’. The provisions
most relevant to shareholder activism remain unchanged, with the revised code continuing
to require the annual re-election of directors and consultation with shareholders when 20
per cent or more vote against the board’s recommendation for a resolution.

The UK Stewardship Code 2026 was published in June 2025 and will replace the 2020
edition from 1 January 2026. It remains a voluntary code for investors, and the service
providers that support them, and aims to facilitate transparent reporting on investors’
stewardship activities. A key change is the removal of the reference to ‘sustainable benefits
for the economy, the environment and the society’ from the definition of stewardship,
with the revised code emphasising that signatories can demonstrate how they incorporate
their own priorities and objectives (including ESG considerations) into their stewardship
activities. The revised code also streamlines the principles relating to collaborative
engagement between investors and escalation. To reflect that not every signatory will
have the opportunity to engage collaboratively each year, the separate principle for
collaborative engagement has been collapsed into the principle on engagement more
generally. In response to concerns that escalation may have become ‘seen as an end
in itself’, escalation is no longer a standalone principle under the revised code; instead,
signatories’ escalation activities should be reported under other principles where relevant.

The UK Stewardship Code 2026 also responds to companies’ concerns about the
influence and conduct of proxy advisors. Concerns raised in a survey conducted by
the Quoted Companies Alliance, a trade association representing small and mid-sized
listed companies, included a ‘one-size-fits-all’ approach to voting recommendations and
a 'box-ticking approach’ to governance.ml The revised code includes a dedicated principle
for proxy adviser signatories to follow, requiring them to report on how they ensure the
quality and accuracy of their research, recommendations and voting implementation.
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The UK Listing Rules were overhauled in July 2024, with significant changes made to the
rules governing dual class share structures and shareholder approval for transactions.
Candidates for listing on the main market of the London Stock Exchange now have greater
flexibility to adopt dual class share structures while remaining eligible for FTSE-indexation;
shares carrying enhanced voting rights can now be voted on substantially all matters at
all times and the previous limit on their voting power relative to ordinary shares has been
removed. It will be interesting to see whether founder-led listed companies will adopt these
structures as a shield against potential activism. In addition, companies no longer need
to seek shareholder approval for significant or related party transactions — removing one
flashpoint for M&A-related activism.

Outlook and conclusions

Notwithstanding the recent decline in activity, shareholder activism will continue to be a
significant part of UK corporate life. In an uncertain macroeconomic environment, there
will be fewer opportunities for M&A-focused campaigns, but market volatility presents
opportunities for activists to enter at attractive price points and to seek operational and
strategic changes to deliver value. For the remainder of 2025 and beyond, we expect
that a broad base of activists will work with, or challenge, boards on key operational and
structural issues, including strategy and capital allocation and locations of stock exchange
listings. Boards may also more often face competing campaigns from value-driven
investors and those for whom ESG concerns take priority.
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