
Sahm Adrangi has just returned from 

the GAIM International Conference in 

Monaco when Activist Insight calls. 

As the only keynote speaker from 

an activist firm, and a discussant of 

activism with Eric Knight of Knight 

Vinke, it was a sweet spot. According 

to press reports, “special situations”, 

activism and distressed debt are 

some of the hottest topics at this, the 

hedge fund meet-up par excellence.

Opportunities abound

With levels of interest that high, 

activism has become a branding tool 

for hedge funds, who seek investors 

looking for uncorrelated returns. 

Advisers say this partially accounts 

for high levels of activism in small-cap 

companies—young hedge funds now 

want either career-defining victories 

in their first proxy contests, or at least 

a campaign that will put them on the 

map. 

Kerrisdale Capital, the now-$300 

million hedge fund Adrangi founded 

in July 2009, employs activism 

selectively and opportunistically. 

“One of the benefits to our space 

is that we can explore different 

strategies and markets,” Adrangi 

tells Activist Insight, pointing to his 

firm’s open mandate. “And there 

are a lot more opportunities across 

global markets than there are activist 

investors able to exploit them.”

For a firm that has made its name 

in novel approaches to investing, 

Kerrisdale almost seems late to 

the activism party. In 2010 and 

2011, it enjoyed enviable returns 

shorting fraudulent Chinese 

companies that had secured US 

listings through reverse mergers.  

Indeed, it was not until 2013 that it 

really dipped its toes into the activism 

pool, starting with a campaign to 

oppose a merger at a German REIT 

called Prime Office, and culminating 

in a proxy contest against Morgan’s 

Hotel Group that ended just last 

month. “We’re more opportunistic,” 

Adrangi explains. “We’re not afraid to 

use that tactic to enhance returns for 

our investors.” 

If the last year has been a learning 

curve, it has been a steep one. Four 

in five shareholders at Prime Office 

backed the deal, despite Kerrisdale 

releasing a presentation explaining 

its view that a badly-timed IPO, 

capital raise and poorly negotiated 

merger left shareholders with a 55% 

net discount. A call for irrigation and 

infrastructure firm Lindsay Corp to be 

less conservative with its capital led 

to progress of sorts, but in the end 

Adrangi says it made more sense to 

have a dialogue with management 

and exit the stock quietly, dropping 

plans for a proxy contest.

Fortuitously, Morgans Hotel Group 

provided a better platform for the 

firm’s first significant campaign. 

The company had an unsettled 

shareholder base as a result of a 

proxy contest the previous year, 

but major shareholder Ron Burkle 

looked unlikely to act on his letters 

calling for the sale of the company. 

Instead, his Yucaipa Companies 

agreed to a standstill agreement in 

return for which the company would 

repurchase its convertible bonds.

“We and Burkle had the same opinion 

of what the company should do,” 

Adrangi says. “We think the company 

should run a full auction process, 

Burkle thinks the company should 

run a full auction process, and we 

think shareholders believe the same.” 

The day before Kerrisdale won two 

seats on the company’s board, 

Morgans hired an investment bank to 

sound out potential buyers. And while 

the stock has been choppy since the 

meeting, Kerrisdale, Yucaipa and a 

number of shareholders may yet get 

their premium.
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“THERE ARE A LOT MORE OPPORTUNITIES ACROSS 
GLOBAL MARKETS THAN THERE ARE ACTIVIST 

INVESTORS ABLE TO EXPLOIT THEM”

Self-publishing

But does it not worry the firm’s 

investors when Kerrisdale switches 

from a passive position to an activist 

one overnight? The firm’s approach 

is somewhat maverick, it seems, 

with the team reliant on good 

returns to keep investors happy. 

“We communicate to our investors,” 

Adrangi says. “Our investors can 

expect us to do a bunch of things 

they wouldn’t necessarily expect us 

to do.”

Part of this reputation for openness 

is derived from Kerrisdale’s research, 

which it publishes on a weekly basis 

by e-mail and on Twitter. At the time 

of writing, the number of followers 

of its Twitter account was nearing 

6,000. 

“We pride ourselves on being one 

of the most forward thinking firms 

in that area,” Adrangi says, adding 

that he hopes the notes impact on 

public opinion. “We’re trying to build 

a reputation for being sophisticated 

thinkers,” he adds.

Adrangi’s hero in this and other 

activism-related areas is Third Point 

Partners, the hedge fund run by Dan 

Loeb. “Some of Third Point’s letters 

have been exceptional in informing 

shareholders,” Adrangi says. “They 

tailor shareholder activism to 

specific situations. Every company is 

different.”

Of course, one of the things Loeb 

has become known for, in addition 

to short spells on company boards 

and hand-picking management, is 

the sharply worded public letter that 

eviscerates a CEO. Common themes 

include a “good ol’ boy” set of ethics 

and tooling around in luxurious 

vehicles, imbibing at shareholder 

expense. 

So far, Kerrisdale has stopped short 

of emulating this model, with Adrangi 

saying his firm prefers to align with 

good management on the whole. 

However, he points to criticism of 

the Morgans executives during the 

campaign and suggests “at some 

point we probably will [write one of 

those letters].”

The next six months of this year is 

likely to be equally opportunistic, 

says Adrangi, with no activism in the 

pipeline. However, with Kerrisdale 

known to be opportunistic about 

publicity as well as investment 

opportunities, there is surely the 

possibility that something will 

emerge.

Sahm Adrangi is the Chief 

Investment Officer of Kerrisdale 

Capital, a $300 million activist 

hedge fund based in New York.

“You couldn’t get more activist than 

we did at Morgans,” Adrangi says 

of a campaign that saw it emerge 

with two nominees elected to the 

board of the boutique hotel operator. 

Morgans had been at the mercy of its 

shareholders since last proxy season, 

when the company’s largest investor, 

Jason Talisman’s OTK Associates, 

emerged as surprise winners of all 

seven board seats. That upset Ron 

Burkle, whose Yucaipa Companies 

were the second largest holder. Yucaipa 

sued OTK for an improper solicitation, 

while in September, Burkle fired off 

a now famous letter which accused 

Talisman of “acting like a spoiled child” 

and calling on him to sell the company. 

Those circumstances created what 

Adrangi calls “the most obvious activist 

situation ever,” and Kerrisdale duly 

jumped in by announcing that if no one 

else did, it would nominate a slate of 

directors at the next annual meeting.

Yet if Adrangi hoped Kerrisdale’s slate 

would coast to a comfortable win, he 

was soon disabused of that notion. 

In March, Morgans issued a press 

release saying it believed Kerrisdale’s 

“unqualified slate of colleagues and 

cronies shows the obvious lack of 

interest by serious industry professionals 

from wanting to associate themselves 

with Mr. Adrangi, his fund and history 

of PR campaigns.” It went on to accuse 

the activist of a “self-interested pursuit 

of a proxy fight… motivated primarily by 

a desire to seek publicity.” Even so, it 

took the announcement a day before 

the vote of a plan to hire Morgan Stanley 

to explore strategic alternatives to limit 

Kerrisdale to two seats on the board.

 

Speaking in the aftermath of the defeat, 

Adrangi admits that his slate came in 

for a lot of criticism. “I’m not going to 

say we did everything right. There are 

certainly best standards and we’ll get 

more experienced.” The first proxy fight 

was “a learning process,” he admits, 

but one which nonetheless provided a 

valuable victory in its first public fight.
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