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SC and the funds managed by our company are shareholders of Keihanshin Building Co., Ltd. (“Keihanshin“ or 

“the Company”).  In order to increase shareholder value, we have submitted the following proposals to 

Keihanshin by exercising our right to make a shareholder proposal

i. Develop a two-year plan to correct the share price below dissolution value

ii. Introduce a stock-price based compensation linked to adjusted PBR

Executive Summary

Strategic Capital, Inc.’s (SC) goal is to unlock enterprise and shareholder value through dialogue with the 
company management team and the exercise of shareholder rights.

Executive Summary

What’s New
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Submitted Formal Shareholder Proposal to the Company 

What’s New

What’s NewExecutive Summary
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Summary

Proposal I - Develop a two-year plan to correct the share price below dissolution value

SC would like to see the establishment of a two-year plan that can correct the share price, which is trading below its

dissolution value.

In other words, we requests that Keihanshin’s share price which is anchored by the asset value of rental real estate be

repaired and that the correction be done in a more predictable two-year period, rather than in a 10-year period that is

highly uncertain and for which the current management team may not be responsible.

Issue I Issue IVIssue IIIIssue II Issue VIIssue V
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Damaged Shareholder Value

Keihanshin is trading at a 38% discount to its intrinsic shareholder value.

This is based off a straightforward assessment where Keihanshin’s intrinsic value is JPY 130.4B compared to a market cap (current value) of

JPY 80B under the current management approach.

The adjusted PBR relative to the adjusted shareholder equity is 0.62x.

Data Source: QUICK Workstation (Astra Manager), as of March 29, 2024

Issue I Issue IIISummary Issue II

Net Asset

(2023/12)

Tax

(*30%)

Unrealized gain

JPY 73.2 B JPY 80.0 B

JPY 130.4 B

JPY 1,496 / share

JPY +81.7 B JPY -24.5 B JPY 2,665

JPY -50.4 B

JPY 1,635

38 % Discount

Damaged Shareholder Value

Adj. Net Asset

= Intrinsic Value

Damage 

on the Value

Market Cap

= Current Value

Shareholder ValueAdjustment of Unrealized gain 

of Rental Real Estate

Issue IV Issue VIIssue V
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Normalized Discounted Valuation

The share price of Keihanshin has routinely been subject to discount valuations. Even with management changes and updated management

plans, the discounted valuation of Keihanshin has not been corrected. The management of Keihanshin has not been able to achieve the

"medium- to long-term improvement in corporate value" that many companies aspire to.

Issue IISummary Issue I Issue III

K. Nakano K. Minami T. Wakabayashi

Adjusted BPS JPY 2,665

Share price JPY 1,635

2019/10

Announced 

7-yr MTBP

2023/5

Announced

Long-term plan
2017/2

Announced 

5-yr MTBP

Data Source: QUICK Workstation (Astra Manager), as of March 29, 2024

Issue IV Issue VIIssue V
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Opposition to the TOB and current status

When we conducted a TOB in November 2020 at JPY 1900 per share, Keihanshin's management opposed it.

Since the unsuccessful completion of the TOB, the Board has been unable to improve the share price above the JPY 1900 TOB price or

deliver in line with the average performance of the real estate industry.

Issue III Issue VIssue IVSummary Issue I Issue II

After the TOB close, they have failed to exceed the JPY1900 TOB price, and the stock price has 

been sluggish compared to industry peers

※Real estate industry JPY 3,411

TOB Price: JPY 1,900

Current Price:  JPY 1,635 

Data Source: QUICK Workstation (Astra Manager)
※Real estate industry is the assumed share price of Keihanshin assuming that the Share price of Keihanshin performs 

the same as the TOPIX Industry Index (Real estate industry) from the date of TOB announcement.

Issue VI
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Irresponsible Management Plan

One of the reasons why the Board opposed the

TOB was the discrepancy between Keihanshin’s

MTBP and SC’s proposal.

If the management plan at the time of the TOB

resulted in a share price above the TOB than there

is a certain justification for opposing the proposal.

Issue IVSummary Issue I Issue II Issue III

Keihanshin management's opposition to our TOB (excerpts)

Source：Keihansin’s English Disclosure material November 19, 2020

Issue VIIssue V
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Five- and Seven-year plans that have come up short

However, comparing past business plans and

actual results shows their plans were unrealistic.

Keihanshin first withdrew its 5-year plan only 2-

years in after falling well short of its goals.

Similarly, it withdrew its 7-year MTBP after 4-

years. In 2023, the Company announced a 10-

year long term business plan (LTBP).

We believe that, despite that fact that both 5- and

7-year plans have fallen well short of their goals,

to release an even longer 10-year plan is simply

to postpone the task of increasing shareholder

value.

Issue VSummary Issue I Issue II Issue III

Source：QUICK Workstation (Astra Manager) and Keihansin’s Disclose material November 19, 2020

Issue IV
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Unrealistic business plans

Issue VI
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Low, Slow and Unclear – the ten-year plan

In 2014, the Ito Review issued by the Ministry of Economy, Trade and Industry (METI) explicitly stated that, at a minimum, an ROE of more

than 8% must be achieved to generate corporate value.

Summary Issue I Issue II Issue III Issue IV

As a pillar of any capitalist economy, a stock company can generate corporate value 

and sustainable growth only if it is achieving a ROE in excess of its cost of capital 

over the mid/long-term. The capital markets will naturally eliminate companies that fail to 

do so. A key tenet of capitalism is to maximize capital efficiency while carefully considering 

  b  ’s sh     f i   m .    h  gh  h           s   f   pi     iff  s b  w      mp  i s, the 

first step in receiving recognition from global investors is for a company to commit 

to achieving a minimum ROE of 8%. Needless to say, this 8% ROE is a minimum level 

and companies should seek to generate higher ROEs. 

Source:  METI (2014) Ito Review of Competitiveness and Incentives for Sustainable Growth 

– Building Favorable Relationships between Companies and Investors – Final Report 

2014 Ito report calling for an ROE above 8%

Issue VIIssue V

III III
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Low, Slow and Unclear – the ten-year plan cont’d

In 2023, the Tokyo Stock Exchange

disclosed "Measures to Achieve

Management Conscious of Cost of Capital

and Stock Price," again raising issues for

listed companies with ROE below 8%.

Summary Issue I Issue II Issue III Issue IV

Source:  TSE (2024) “Action to Implement Management that is Conscious of 
Cost of Capital and Stock Price”

Issue V Issue VI

In 2023, the TSE also called for 

companies to achieve an ROE of 8%

III III
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Low, Slow and Unclear – the ten-year plan cont’d

However, the ROE targets in 2023 LTBP is 6%

by 2028 and 8% by 2033.

Even though a minimum target of 8% was

clearly stated in 2014’s Ito Review, Keihanshin

took nearly 10 years to release a plan calling

for an 8% target and allowed themselves to

achieve it over 10 years. Given the track record

of substantially underachieving management

plans, it is doubtful that even this low, slow 8%

target can be achieved.

Therefore, we propose the development of a

management plan to achieve an adjusted PBR

of at least 1x within two years to promptly

correct its discounted valuation and increase

shareholder value.

Summary Issue I Issue II Issue III Issue IV Issue VIIssue V

    

    

  

 

 

  

                                                    

Low ROE target of 6% by 2028 and 8% by 2023

2014 August

Ito Review published

2023 March

TSE’s Request

Actual
10-yr LTBP

(5/2023)
ROE  (%)

Data Source: QUICK Workstation (Astra Manager) and Company Disclosures

II IIII
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Summary

Proposal II – Introduction of variable compensation plan linked to adjusted PBR

We also propose the introduction of a variable stock-

price based remuneration linked to adjusted PBR.

There would be no compensation until the adjusted

PBR reaches 1x. Once adjusted PBR exceeds 1x they

could receive up to JPY 300mm.

A similar compensation system would be introduced

for executive officers and other senior executives,

and a company-wide awareness reform should be

implemented to change “normalized” discounted

valuation to a premium.

Issue I

Adj. PBR for FYE 2025
(3 mos avg)

0 x

JPY 300m）
（max. 100K shares ）

JPY 0

1.25 x1.0 x

Adj. PBR based on offer price
(in case of  being acquired)

OR

No payout if discounted valuation cannot be eliminated

Up to JPY 300m if premium valuation obtained

Adj. PBR
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n
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Issue II
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Compensation plan that leads to overly conservative management plans 

Ownership of Company shares by President Wakabayashi

President Wakabayashi owns approx. JPY 22.89m in Company stock at market value. This is less than the average base compensation of

JPY 33.43m (JPY 2.78m/month) for Directors.

A situation where top management, who should be committed to increasing shareholder value, does not even own the same amount of

stock as their base compensation, must be unsatisfactory for ordinary shareholders.

Issue ISummary Issue II

Source:  FY2022 YUHO

President Wakabayashi owns less stock than his base salary

保有株式の時価 2,289 万円

保有株式数 14,000 株

若林社長の株式保有状況

基本報酬 3,343 万円

業績連動報酬 535 万円

非金銭報酬 1,112 万円

取締役報酬の内訳（平均）

Market Value of 
Wakabayashi’s Stock

JPY 22.8 mm
Base JPY 33.4 mm

JPY5.3 mm
*No. of Shares                        14,000 shares

Non - Cash JPY11.2 mm

Breakdown of 
Wakabayashi’s Renumeration 

Value of 
Wakabayashi’s s Keihanshin Shares

Performance-linked
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Compensation plan not linked to management performance

Despite the failure to achieve either the

five- or seven-year MTBP, executive

bonuses and performance-linked

compensation was not affected.

Under these circumstances, it would be

difficult to gain the market's trust even

if management showed commitment to

the 10-Year LTBP.

Therefore, we propose a remuneration

system that is linked to adj. PBR to

provide appropriate incentives for

executives and to increase shareholder

value.

Summary Issue IIIssue I

477万円 535万円

467万円
562万円

479万円
660万円

512万円

2,780

3,312

2,617

3,029

2,483

4,731
4,990

17/3 18/3 19/3 20/3 21/3 22/3 23/3

非金銭報酬

役員賞与

業績連動報酬

基本報酬

Management performance not linked to executive compensation

2019 October
Withdrawal of 5-year Plan ＆
Announcement of 7-year Plan

Source:  YUHO, based on the average renumeration of non-outside director

467
467

479
660

512

477
535

Performance-
linked

Base

Incentive

Non-Cash

*JPY 10 thousand
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to us. Reproducing all or any part of the contents of this site is prohibited without author's permission.
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