
Automotive dealerships are already crowded with activists, 
including a recent push for Cars.com to sell itself that 
ended in the company being unable to attract a buyer. 
Yet with operating losses year-on-year since TrueCar’s 
initial public offering in May 2014, a falling share price, 
and a vacant CEO role, an activist could deem this Santa 
Monica-based firm to be in deep discount territory. Activist 
Insight Vulnerability ranks the firm in the 98th percentile of 
companies most likely to be targeted by an activist in the 
next nine months.

In a 12-strong custom-selected peer group, which includes 
companies such as America’s Car-Mart, Cars.com, and 
Cargurus, TrueCar’s recent poor performance is clear: its 
total shareholder returns over the last 12 months are the 
poorest among its peers at negative 75% as of September 
30 – underperforming a peer median of negative 17%, 
according to Activist Insight Vulnerability.

The digital automotive marketplace has a network of over 
16,000 certified dealers, earning a fee on each sale. Despite 
an increase in revenues year-on-year since 2014 from over 
$200 million to more than $350 million, shareholder value 
has diminished and profitability still eludes the company. 
Although that is a daunting record to improve on,  an activist 
might feel there is opportunity to extract value, especially 

through a sales process – Chief Financial Officer Noel 
Watson stated on August’s earnings call that the company 
is debt free, and the wider industry has seen healthy returns 
for its shareholders.

Despite TrueCar’s existing operational investments not 
generating profits, the company is expected to continue 
to make further significant investments to support the 
development of the business. Either its strategy is wrong, 
or the application of the strategy is wrong – either way, a 
review of management performance could be forthcoming. 

The current strategy is to continue with existing investments 
– with selling, general, and administrative (SG&A) costs 
rising from $187 million in 2014 to $268 million in 2018 – to 
ensure TrueCar becomes a market leader. TrueCar’s total 
costs-to-revenue ratio of 115% is higher than any of the 
firms in its custom peer group, so cost-cutting could be 
at the centre of an activist’s campaign should it not opt to 
push for a sale.

Another part of TrueCar’s recent strategy has been to 
make external investments: it acquired DealerScience, an 
advanced digital retailing software firm, in December for 
$27 million, and made a 20% investment in Accu-Trade’s 
outstanding equity interests in February for more than $20 
million. While it is early days, the investments have not yet 
been able to arrest the continued slide of TrueCar’s share 
price, and interim CEO Mike Darrow stated on August’s 
earnings call that new business revenues fell short of 
expectations. The company’s troubles are likely concerning 
shareholders.

One of TrueCar’s rivals highlights both the most obvious 
playbook and the likely pitfall for a campaign. Activist 
Starboard Value built a stake of just under 10% at peer 
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“Cars.com in February 2018, making a litany of demands. 
As well as gaining three seats on its board, Starboard 
pushed Cars.com for governance changes, operational 
efficiencies, and a sale of the company to a third party – 
although it was not able to find a buyer and shares tanked 
on the outcome of the strategic review. A precedent has 
been set for an activist at TrueCar, although with its price-
to-sales ratio of 1.98 similar to the price-to-sales ratio of 
1.92 at Cars.com, according to Activist Insight Vulnerability 
data, it may have to get cheaper first. 

In order to generate traction with a campaign, an activist 
would be wise to seek representation on the board. A 
search for a new CEO is currently taking place, with Chip 
Perry retiring earlier this year. Of the eight board members, 
four have served for at least five years and only Philip 
McKoy has been appointed in the last two years.

Activist Insight Governance shows that a poison pill has 
not been adopted and there is no dual-class stock. The 
company has no controlling shareholder, although it is 
worth noting that Caledonia Investments owns around 18% 
of the stock, while the 13-strong group of executive officers 
and directors own a combined stake of 7%.

Should an activist wish to nominate directors ahead of 
2020’s annual meeting, proposals must be received no 
later than February 18. There will be three spots available 
on the staggered board. 

“

“EITHER ITS STRATEGY IS WRONG, OR THE APPLICATION OF THE STRATEGY IS 
WRONG – EITHER WAY, A REVIEW OF MANAGEMENT PERFORMANCE COULD 
BE FORTHCOMING.”

TRUECAR’S 12-MONTH SHARE PRICE PERFORMANCE
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07 DEC, 2018
TRUECAR ACQUIRES DEALERSCIENCE 
FOR $27 MILLION.

03 JUN, 2019
CEO CHIP PERRY STEPS DOWN.

14 FEB, 2019
TRUECAR ACQUIRES STAKE 
IN ACCU-TRADE.
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