Descente, Sanyo Special Steel Co also targeted—The rise of M&A activism
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There are an increasing number of cases where an activist has intervened in the M&A of a

listed company. Hong Kong investment fund Oasis has been particularly active. It has been
revealed that the fund has recently become a shareholder of both Descente and Sanyo
Special Steel Co.

“According to our estimate, 43% are opposed.” This confidence was shown by Oasis
Management COO Philip Meyer. The Hong Kong investment fund owns about 10% of
Alpine’s shares, and is calling on shareholders to vote against the merger with Alps electric
at Alpine’s December 5 extraordinary shareholder meeting. Approval from two-thirds of

shareholders is necessary for the merger to be implemented.

Oasis is not satisfied by the merger’s share exchange ratio. The fund claims that the
current ratio is severely disadvantageous for Alpine shareholders. In addition, Oasis has
submitted a proposal for a ¥300 per share special dividend in the case that the merger isn’t
approved. If the merger is rejected and Oasis’s proposal is accepted, Alpine shareholders

will be able to earn “extraordinary income.”

Activists have become increasingly involved as they intervene or oppose M&A from the
position of a minority shareholder and demand reviews of the conditions of acquisitions.
Oasis has brought these methods to Japan and is increasing its presence (see table

below).

M&As are a great opportunity for activists

Oasis’s major investments and demands

Investment target Demand

Opposition to proposal for the company to become

PanaHome wholly-owned Panasonic subsidiary

Review of corporate governance and
withdrawal from unprofitable businesses

Pasona Group

Asatsu-DK Opposition to TOB from Bain Capital
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GMO Internet Abolition of takeover defense measures

Alpine Opposition to merger with Alps Electric
Descente Unknown
Sanyo Special Steel Co Unknown

It is still unclear what demands Oasis will make of Descente and Sanyo Special Steel.

However, both companies are currently undergoing capital restructuring.

Sanyo Special Steel Co is planning on issuing about 24 million shares by third-party
allotment to Nippon Steel & Sumitomo Metal, assuming the proposal is approved at an
extraordinary shareholder meeting in February 2019. Because the total number of issued
shares will increase by 70%, Oasis could argue that the value of current shareholders will
be damaged. Oasis’s strategy is to join with shareholders on the side of the company being
acquired, or other vulnerable shareholders, in order to elicit revisions to the deal.
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