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To unlock the shareholder value of GungHo Online Entertainment and Wakita 

GungHo Online Entertainment Inc. (3765) 

As of January 31, 2025, Strategic Capital, Inc and the funds it manages (“SC”) held approx. 5% of GungHo 
Online Entertainment Inc. (“GungHo”), the developer and operator of games such as “Puzzle & Dragons” 
(“P&D”).  

The success of Puzzle & Dragons and the failure of management 

The current President and CEO Kazuki Morishita has been in his position since 2004.  In 2012, under his 
leadership, GungHo released Puzzle & Dragons, and the company was counted on to be a driving force in 
the Japanese gaming industry.   

However, 13 years since the release of P&D, President Morishita’s management, so dependent on P&D 
failed, and GungHo’s performance and stock price have fallen dramatically.  In contrast, Morishita’s 
remuneration has grown to an inexplicable level.  

Increasing remuneration from JPY 120m to 340m was unconscionable  

Over the past decade, GungHo’s market cap and operating 
profit have plummeted by more than 70%.  During that time, 
President Morishita’s remuneration has increased 
significantly from JPY 120 million to JPY 340 million. 

SC believes that it is unconscionable that, in a backdrop where 
there has been a significant fall in stock price and earnings, 
President Morishita, the chief executive of GungHo, has seen 
his pay increase so dramatically.  

The full responsibility of “zero hits” lies with Morishita 

Since releasing P&D in 2012, GungHo has invested a 
significant amount of time and money to release titles 
including collaborations with Disney and Yo-kai watch.  Despite that, P&D still accounts for 87% of sales 
and the string of “zero hits” continues. 

President Morishita also heads the development division so he is responsible not only for management 
but also development so bears full responsibility for green lighting JPY100B with “zero hits” for 13 years.           

Reform the unconscionable remuneration system 

SC is not blaming Morishita for the string of “zero hits” despite being the CEO.  What SC sees as a 
problem is the nonsensical remuneration system which raised the salary of the CEO from JPY120m to 
340m even while continuing to fail. 

Morishita’s pay is out-of-step with performance
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Disclaimer:  This document is a reference translation of the original announcement in Japanese. In the event of 
any differences between the original and the English translation, the original Japanese version shall prevail. 

 



Therefore, the first step is to correct the failed system.  SC seeks to improve the transparency around 
remuneration by disclosing the reason for the change in remuneration for the representative director. 
(FSP 1).  In addition, we propose revising the basic and performance-linked components (FSP2) and 
introducing stock-linked remuneration (FSP3).  SC is proposing a system of remuneration that is 
common sense - you are rewarded for producing a hit game, and little compensation if you don’t.      

GungHo continues to drown in excess cash 

GungHo’s cash and deposits are excessive.  Before 
P&D was released cash amounted to JPY 6.4B.  
That increased to JPY140B by the end of 2023.  It 
means they would be safe even if they do not 
produce a hit for the next 10 years. 

The gaming industry has many ups and downs, so 
having some cash reserves is valued by investors as 
a source of future hits.  However, with 75% of 
GungHo’s shareholder value (market capitalization) 
due to the value of net cash, they are in a completely 
different situation compared to the gaming giants. 

SC believes the inflated cash reserves has 
stifled an appropriate level of tension 
leading to this abnormal situation of 
“zero hits” for 13 years and leading to 
absurd management decisions such as 
increasing President Morishita’s 
remuneration by 2.8 times. 
 
 
 
 
 
 
 

 
Improve the soundness of management by optimizing capital policy 

In order to optimize the capital policy, SC has submitted a proposal requesting a dividend equivalent to 
JPY 17.8B (318/share) in order to gradually reduce the cash reserves and restore an appropriate level of 
tension in management (FSP 4) as well as deciding at the AGM whether or not to adopt a crude dividend 
policy fixed at JPY 30/share (FSP 5), and calling for the cancellation of treasury shares which has surpassed 
30% of the total number of shares issued (FSP 6).   1  

 
1 (Source: QUICK Workstation and securities report.  Market price as of 12/30/2024. Market cap calculated by deducting treasury stock. All 

figures listed refer to consolidated figures except when described as a single unit.) 
GungHo: Dividends per share calculated after adjusting for the impact of stock splits and reverse stock splits. P&D Dependency Ratio calculated 
based on non-consolidated sales. Employee salary refers to the average annual salary per person.  
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Wakita & Co., Ltd (8125) 

As of January 31, 2025, SC held approx. 8.7% of Wakita & Co., Ltd (“Wakita”).  SC has invested for about 
5 years and we plan to make a fifth shareholder proposal at this year’s AGM.  

Carelessly holding rental real estate and a PBR below 1x has become the norm 

As of February 28, 2024, Wakita held approx. JPY 54B worth 
of real estate at market value which generates returns below 
the cost of capital and continues to impair shareholder value.  
SC has proposed that the reals estate be moved to a REIT and 
the company specialize in the development and operation of 
the real estate, but Wakita has positioned the rental real 
estate as a stable source of income and continues to hold it 
in a careless manner.  As a result, the PBR is less than 1x or 
its dissolution value. 

 

ROE that is too low and shareholder equity ratio that is too high  

At the end of FY2023, the ROE was only 3.2%, and the 5 years average was an extremely low 3.6%.  In 
addition, the stated ROE required for a listed 
company is at least 8% but the ROE target in 
Wakita’s mid-term business plan is only 5% (a goal 
they could not reach resulting in a downward 
adjustment) and  it seems they have no intention 
to increase ROE. 

In contrast, the shareholder’s equity ratio is very 
high at around 70%.  The reason why ROE is 
significantly inferior to its peers is, in addition to 
owning so much rental real estate and low profit 
margins for the core construction machinery rental 
business, is due to the excessive equity capital. 

Increasing scale deteriorates capital efficiency further 

Wakita’s consolidated sales and the employee number has been growing in recent years due to ingoing 
acquisitions.  The presentation materials provided with the year-end financial results emphasize the 
increasing number of employees, and President Wakita and the rest of management seem satisfied with 
the growth due to the increased scale.  On the other hand, capital efficiency metrics such as ROIC and 
ROE, which are essential to improving shareholder value, have been deteriorating, highlighting the 
perception gap with investors.      

The dictatorship of President Wakita without governance by shareholders, board of directors etc. 

SC believes that Wakita’s shareholder composition is a factor that is contribution to the inability to focus 
on the interests of shareholders.  The company has a very high percentage of so-called allegiant 
shareholders including the founding family and businesses or financial institutions with which Wakita 
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does business, and there is little likelihood that management will be dismissed even if ROE and stock price 
remain stagnant and Wakita management appears to be resting comfortably with this situation. 

 

In addition, President Wakita, a family member of effectively the largest shareholder also chairs the Board 
of Directors as well as the Nomination and Remuneration Committees, which raises questions about the 
supervisory function of the Board.  Not only is the ROE extremely low, but the Board has shown no 
inclination to hold President Wakita accountable despite the company significantly revising the MTBP 
downward last year in the final year of the plan. 

Unreasonable remuneration and opaque personnel decisions 

SC believes the lack of governance is reflected in President Wakita’s remuneration and personnel related 
matters as well.  Regarding the former, SC estimates that he receives a much higher remuneration than 
peers who are larger and more capital efficient.  However, Wakita continues to refuse disclosing the 
remuneration of the representative director individually.  Regarding the latter, former employees of 
Mitsubishi UFJ and SMBC continue to hold key positions including as directors and President Wakita’s son, 
Yoshihiro Wakita, was promoted to executive officer while serving as executive secretary, a role President 
Wakita held in the past, raising questions as to whether fair personnel evaluations were conducted.  

Decide whether to achieve a PBR>1 or to privatize 

President Wakita declared at the 2023 AGM that he *wanted to eliminate the PBR less than 1x as soon 
as possible”, but it has been 2 years now without realizing this goal.  SC believes the only way for Wakita 
to resolve this is to either “fundamentally reform the rental real estate business” or “adopt a shareholder 
return policy of 6% DOE and 100% dividend payout ratio”.  Wakita is currently working on its next MTBP.  
If it does not announce these policies then, it means that they have no intention to increase ROE and PBR, 
even though it is a listed company.  In that case, they should privatize.  We hope that Wakita’s Board 
will make a decision to either “quickly eliminate the PBR less than 1x” or “privatize”. 2 

 
2 (Source: QUICK Workstation and securities report.  Market price as of 12/30/2024. Market cap calculated by deducting treasury stock. All 
figures listed refer to consolidated figures except when described as a single unit.) 
Wakita: Based on consolidated figures. ROIC is calculated by dividing the after-tax operating income of all business segments by the adjusted 
assets.  

 

As company expands, capital efficiency deteriorates
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