
<English Translation of Informational Ad placed in the Nikkei on April 23, 2024> 

To the Shareholders of Wakita (8125) 
-- Proposal to increase Wakita’s shareholder value— 

LINK 
Damaged Shareholder Value 

As of Feb 2024, the Fund we manage held 8.7% of total outstanding shares of Wakita & Co., Ltd.  

We believe that Wakita’s large holdings in rental real estate have reduced capital efficiency and 
damaged shareholder value.  For the last four years, we have pointed out that this inefficiency 
is due to business operations that do not target returns above the cost of capital.  

Real Estate for Lease etc. with Low Capital Efficiency 

As of Feb 2023, Wakita owns JPY 56.6B in rental real estate which is approx 70% of the 
Company’s market cap.  The Company passively holds such real estate properties that generate 
returns below its cost of capital as a stable source of income and this real etate is damaging 
shareholder value.  In fact, the stock price has been below 1x, its dissolution value for a long 
time and Wakita’s current management policy is not increasing shareholder value.  

 

In order to correct such inefficient management, we have been urging management to improve 
capital efficiency by either simply selling its real estate properties or transferring them to a REIT 
and allowing Wakita to focus on the development and management of the real estate. By doing 
so, the proceeds can be used to return profits to shareholders or to invest in real estate 
development and other businesses that generate returns greater than the cost of capital, 
thereby increasing capital efficiency and ensuring increased shareholder value. 

Poor Governance, High Executive Remuneration 

However, Wakita's management continues to hold real estate in a negligent manner and 
continues to damage shareholder value. We are concerned that President Wakita, a founding 
family member, serves as President and Representative Director as well as the Chairperson of 
the Board, and as a result the Board of Directors has become governance-deficient and is not 
adequately fulfilling its supervisory function.  As such we request that the Chairperson be an 
outside director (Shareholder Proposal 3). In addition, by comparing executive compensation 
with similar companies in the same industry, we see that Wakita remuneration is far greater 
than peers which are superior in capital efficiency and size. We believe that one of the reasons 
why Wakita continues to manage without regard for shareholder value is because management 
is sitting on high executive compensation and has little awareness of changing the status quo, 
and therefore we request that the compensation of the President and Representative Director 
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be disclosed separately. (Shareholder Proposal 4) 

 
Note: Est. compensation is the avg for non-exec directors. (Source: Disclosure materials) 

Neet to Revise MTBP to aim for PBR of 1X or greater  

In March 2023, the Tokyo Stock Exchange requested listed companies to take “Action to 
Implement Management that is Conscious of Cost of Capital and Stock Price” showing 
particularly strong awareness of issues for companies with PBR less than 1x.  In July 2023, the 
Company announced a plan for “management to promote a higher PBR”. (Japanese only) 
However, the only new measure was “holdings briefings for individual investors”.  The rest was 
merely a regurgitation of existing initiatives in the MTBP. While we have no objection to 
enhancing IR functions, the current 5% ROE target means it will be difficult to end the PBR less 
than 1x no matter how much they publicize their ROE.  We have requested that the target be 
revised to 8% or higher, but so far there has been no response.    Therefore, we request that a 
"Corporate Value Enhancement Committee" be established with the major shareholders and 
outside directors as members, and that it examines and make recommendations to the Board 
on how to improve the Company's corporate value from an independent standpoint, while also 
using the knowledge of outside advisors. (Shareholder Proposal 2) 

Introduce a DOE Target in its Shareholder Return Policy 

The Company's shareholders’ equity ratio is very high at approx. 70%, and they also hold assets 
unrelated to its core business, such as cross-shareholdings. This excess capital is another factor 
contributing to a higher cost of capital and lower ROE. To improve capital efficiency and ensure 
stable shareholder returns, we request adopting a shareholder return policy of 100% dividend 
payout ratio and 6% DOE (Shareholder Proposal 1). Although the Company has already set a 
total return ratio of 100% as the shareholder return policy, and for FY2024 it has pledged a 100% 
dividend PO ratio, in light of the fact that ROE is too low, DOE should be introduced as well.  In 
addition, considering the high equity ratio, there is room for share buybacks but given 50% of 
the approx. JPY 80.9 B market cap (as of March 15, 2024) are stable shareholders, there is 
concern that share buybacks will lead to a decline in liquidity. Therefore, the shareholder return 
policy should be based on dividends, and treasury stock should be acquired separately from 
stable shareholders. 
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