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

Asanuma’s issues are as follows 

• Excessive cash and cross-shareholdings

• Capital Accumulation and net cash equal to 28% of market cap

Executive Summary

Executive Summary What’s New

Summary Details
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Sell cross shareholdings

Selling cross-shareholdings, that reduce capital efficiency and lead to poor corporate governance, and using the proceeds as a source of

funds for investing or for dividends will increase shareholder value.

We propose selling the cross-shareholdings during FY2021. This will also help eliminate the unnecessary impact by the price movement

of these listed shares on the Company’s the financial results.

Prevent further accumulation of equity capital

Due to the continuous low level of shareholder returns in the past, Asanuma 's equity capital and net cash have accumulated and account

for 28% of its market capitalization as of May 17, 2021.

We propose a payout ratio of 100% to prevent further accumulation of cash and equity capital.

Note that we made the same shareholder proposals as above last year, and both gained more than 21-28% of favor votes.

Details

Executive Summary What’s New

Summary Details
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04.28.2021

Special website for Asanuma opened 

06.25.2021

Attended the AGM and expressed our opinions 

What’s New

Executive Summary What’s New
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Valuation high dividend yield

Cheap valuation due to management ignorance of cost of capital

Asanuma has a low PBR.  In the past, the PBR was closer 

to 1x but more recently it has almost been consistently 

below 1. The fact that PBR is less than 1x means the 

return on equity (ROE) is lower than the return expected 

by shareholders (i.e. the cost of equity (r)). (see TOPIC I: 

Equity Spread)

If ROE is greater than r (i.e. equity spread > 0) then PBR 

will be greater than 1.  In the past, this was the case but 

recently it has hovered around 1.  The mission of listed 

companies is to increase shareholder value.   Asanuma 

needs to aim for a level of efficiency above the cost of 

capital to do so.   

Source: Quick Astra Manager as of 05.17.2021

5-yr PBR TOPIC I

Valuation low PBR

https://stracap.jp/english/


Overview Valuation
Disclaimer

Revision HistoryIssues & 
Solutions

Dialogue &
Actions 

Shareholder 
Proposals

Copyright © 2021 Strategic Capital, Inc. All rights Reserved.

TOPIC I - Residual Income Valuation and the Equity Spread

A method of calculating shareholder value using ROE, cost of equity (r), and growth (g) 

For more information see here

Theoretical
PBR 

= Price per share

Book value per share
= 1+ (ROE – r)

(r – g)

As can be by the equation, PBR will increase as ROE and g increases, and decreases as the r, cost of equity
increases. ROE minus the cost of equity (ROE- r) is also called the equity spread and if the equity spread is greater
than 0 then the theoretical PBR will be greater than 1.

Equity Spread

5-yr PBR TOPIC I

Valuation high dividend yieldValuation low PBR

https://stracap.jp/english/
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Dividend yield

Asanuma's expected dividend yield is high in 

contrast to PBR.  

In Japan and other parts of the world, a high 

dividend yield is attractive to investors.  So, if 

the yield suddenly rises, it is common for the 

stock price to go up, bringing the yield back 

down to a lower equilibrium.   However, 

Asanuma’s forecast dividend yield remains high 

(i.e. stock price low).

5-yr Div. Yield vs. Market

Source: Quick Astra Manager as of 05.17.2021

Valuation high dividend yieldValuation low PBR

Theory
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Dividend yield vs market and stock ranking

Asanuma’s forecast dividend yield is 5.8% which places it 7th amongst all 
stocks  on the TOPIX 1st section.    

Source: Quick Astra Manager as of 05.17.2021, 

The top 15 is centered on companies
that have medium- to long-term
business issues and/or ESG related
issues such as tobacco or financial
companies.
Given Asanuma is also on the list, it
seems the market is concerned over
some type of risk with the Company.
See “Presentation made on improving
IR” for our proposal to reduce risk (i.e.
cost of shareholders equity)

5-yr Div. Yield vs. Market

Valuation high dividend yield

Theory

Note: Dividend yield excludes extraordinary dividends such as special dividends, commemorative dividends etc.
Company forecasts from May 2021 to April 2022 where used where available.  If none disclosed, the Toyo Keizai forecast 
(lower limit) was used.

Valuation low PBR
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High dividend theory

We believe a reason for Asanuma’s high expected dividend yield is the high cost of capital. The rationale for this is that when 
calculating the theoretical shareholder value in finance theory (per the Gordon Growth Model) when dividend is constant (i.e. growth 
is zero), the dividend yield is equal to the cost of shareholders' equity as per below .

We hope, that management, by optimizing the cost of capital through a clear capital policy of a 100% payout ratio will 
improve shareholder value and resolve the situation where the stock is being neglected as a high dividend stock.

5-yr Div. Yield vs. Market

Valuation high dividend yield

Theory

Value of stock (P) = 
𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑

𝑐𝑜𝑠𝑡 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦(𝑟) −𝑔
=

𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑

𝑐𝑜𝑠𝑡 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦 (𝑟)
where g = 0

➔ Cost of equity (r) = 
𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑

𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑠𝑡𝑜𝑐𝑘(𝑃)
= dividend yield

Gordon Growth Model 

Valuation low PBR
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Harmful effects from holding excessive cash and ensuring unnecessary liquidity

Source: Quick Astra Manager as of 05.17.2021

Asanuma’s net cash (cash and investment securities minus 

interest-bearing debt and assumed tax payments related to the 

sale of securities) accounts for a large proportion of the market 

value.  In recent years, net cash has been around 100% of the 

market capitalization, and even recently is still 28% of market 

cap. 

The recent decrease in net cash was a result of improved 

payment terms for the partner companies. Although we 

suspect the terms were improved more than planned, 

intentionally causing an excessive cash outflow, the effect has 

already been accounted for and there are no further cash 

outflows expected due to adjustments in payment terms.  

Despite that they still continue to hold excess net cash.

Excessive cash Excessive equity capital Cross-shareholdings MTBP

https://stracap.jp/english/
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Excessive equity capital

When business conditions deteriorated in the past, the Company’s equity ratio fell to 8%. Since then, as business performance has

improved, the equity ratio has risen to 38% in FY2019. Asanuma's finances are in extremely good condition. Asanuma set a goal of

achieving an equity ratio of 40% for FY2020 by the final year of the previous MTBP. For FY2020 the equity was 45%, so it has exceeded the

target. There is no need to continue accumulating equity capital.

Source: Quick Astra Manager

Excessive cash Excessive equity capital Cross-shareholdings MTBP

https://stracap.jp/english/


Issues & 
SolutionsOverview Valuation

Disclaimer

Revision HistoryDialogue &
Actions 

Shareholder 
Proposals

Copyright © 2021 Strategic Capital, Inc. All rights Reserved.

Holding a large amount of cross-shareholdings

As an investor, we cannot condone a company holding any cross-shareholdings. Business relationships should be built through core

competence such as construction skills or services, not through cross-shareholdings. For the purpose of improving capital efficiency,

Asanuma should sell all cross-shareholdings and distribute the proceeds to shareholders.

Asanuma’s cross-shareholdings accounts for 18% of its market cap (as of 05/17/2021) and this is quite unusual.

The Company announced a “reduction if the benefits or dividends and construction profits are less than… cost of equity” according to

the criteria outlined for holdings listed stocks. (see TOPIC) However, according to Asanuma’s YUHO (Japanese annual financial report),

the reason for cross-shareholdings is described only as “strengthening of business relationships”. First, without further explanation it is

impossible to judge whether the benefits exceed the COE. More importantly, we cannot see how “strengthening of business

relationships” will lead to increase shareholders’ value.

Share disclosure ESG Issues TOPIC

Excessive cash Excessive equity capital Cross-shareholdings MTBP
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Corporate governance issues

In addition, Asanuma Corporation continues to purchase additional shares of Aeon Co., Ltd. and Keio Corp., which are held as cross-
shareholdings, through the client stock ownership plan*. Buying more cross-shareholdings runs contrary to the current policy of 
reducing cross-shareholdings under the Corporate Governance Code.

Share disclosure ESG Issues TOPIC

Top 5 cross-shareholdings

Source: YUHO

Excessive cash Excessive equity capital Cross-shareholdings MTBP

*Client stock ownership plan

Loosely similar to an employee
stock ownership plan (ESOP), it is a
mechanism for business partners to
systematically acquire shares of the
company on a periodic basis (often
monthly). Companies often request
business partners to participate as
it helps create a stable shareholder.
Unlike an ESOP, companies don’t
grant shares at discounted prices.

https://stracap.jp/english/
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TOPIC – Asanuma policy to reduce cross-shareholdings 

During the briefing for the FY2019 financial results, Asanuma announced the goal of "reduce strategic shareholdings to less than 10% of 
consolidated net assets by the end of March 2022."  We welcome the policy of steadily reducing the number of strategically held shares, 
but we must stress that we are oppose the holding of any cross-shareholdings, and find Asanuma’s goal is insufficient.

（Source：Asanuma financial results briefing for  FY2019）

Share disclosure ESG Issues TOPIC

Problem with the policy
Why does it take two years from the announcement to sell cross-shareholdings that are subject to reduction?  Why hold an 
amount "less than 10% of consolidated net assets“?  If management understands the need to reduce cross-shareholdings, 
we would expect all such shares to be sold and proceeds used to improve shareholder value.

Excessive cash Excessive equity capital Cross-shareholdings MTBP

https://stracap.jp/english/
https://www.asanuma.co.jp/e/pdf/presenmaterial/20200608e.pdf
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New MTBP not expected to increase shareholder value

On April 1, 2021, the Company announced the "Medium-
Term Three-Year Plan (FY2021-2023)" (MTBP), possibly in
response to our request to release as soon as possible.
While making the request, we also asked for enhanced
disclosure of renewal projects, ESG, and IR improvements.

However, when evaluating the new MTBP, from the
perspective of improving shareholder value, it is still not
what we are looking for, as shown in the comparison table.

See here for our proposal to Asanuma

Source: Asanuma MTBP press release and our comments

*Results for FY2019 is calculated by comparing the perf-linked
compensation of 25m yen stated in the securities report from total
comp of 120m yen. The Feb 25, 2021 press release announced the
introduction of a restricted stock compensation system, but the
ratio to the total compensation is unknown.

※

Excessive cash Excessive equity capital Cross-shareholdings MTBP

Summary Dividend Policy IR Improvement TOPIC

See TOPIC here

https://stracap.jp/english/
https://www.asanuma.co.jp/e/pdf/20210401e.pdf
https://www.asanuma.co.jp/ir/pdf/etc/20210225_1.pdf
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Dividend policy ~ accumulates equity capital and doesn’t improve shareholder value~

Asanuma's new MTBP payout ratio target is greater than 50% but this is low and will result in equity capital increasing.  As a result, ROE is 
expected to remain flat despite continued growth in net income.  We have repeatedly explained to management that shareholder value 
will not improve when equity capital accumulates because capital efficiency (ROE, ROIC) will not improve.

We hope Asanuma management will reconsider the contents of our proposal and 
announce a new revised MTBP to improve shareholder value.

Source: Asanuma press release Quick 
Astra Manager.  Equity capital 
calculated using company ROE and NI 
figures

Excessive cash Excessive equity capital Cross-shareholdings MTBP

Dividend PolicySummary IR Improvement TOPIC

https://stracap.jp/english/
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IR Improvement measures that were not revealed

We have repeatedly urged Asanuma to improve IR in

order to increase shareholder value. However,

there is no description about measures to reduce

the cost of capital, and for the investment plan

where Asanuma “will invest ¥8 billion over three

years after strictly assessing the effects of our

investments”, there is no description of the outcome

target. At this rate, as in the past, the cost of capital

will continue to be high, and it will be extremely

difficult to improve the low stock price valuation.

We hope that you will announce and implement

specific IR improvement measures that will

eliminate investors' anxieties as soon as possible.

Excessive cash Excessive equity capital Cross-shareholdings MTBP

IR Improvement TOPIC

Letter sent on April 
6 after the 
announcement of 
the new MTBP

Summary Dividend Policy
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TOPIC: The cost of capital gap
While Asanuma discloses a cost of capital 
figure, we believe that there is a gap with the 
cost of capital recognized by the stock market. 

Source: SC presentation made to Asanuma  
(partial translation to English), Quick Astra 
manager

Excessive cash Excessive equity capital Cross-shareholdings MTBP

Summary Dividend Policy IR Improvement TOPIC
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Presentation made before MTBP on the cost of capital
In order to improve stock price valuation it is necessary to reduce high cost of capital in addition to increasing capital efficiency.  In 
particular, the level of cost of capital recognized by Asanuma deviates from the perception of the stock market (see TOPIC), and the 
Company must recognize the cost of capital is high and take measures to reduce it.  

We proposed what we would like have included in the MTBP.  The following is a partial excerpt of our proposal materials.

On new MTBP

Source: SC presentation made to Asanuma  (translation to English)

Content to include in the MTBP (Cost of Capital)

• Correctly understand the cost of equity the stock market 
incorporates.

• The goal of the MTBP is to reduce the cost of equity (= 
improve shareholder value).

• To show management is serious about improving 
shareholder value, increase the ratio of performance-linked 
compensation, which is currently 20% to 50%.

• Clarify measures to reduce the cost of equity in the next 
MTBP (= improve IR and enhance disclosure of ESG).

Content to include in the MTBP (capital allocation/shareholder 
return)

• Do not hold cross-shareholdings.
• Return the proceeds from the sale of cross-shareholdings in 

FY2020 and FY2020 as special dividend.
• Excluding the special dividend, make the dividend payout 

ratio 100% in the FY2020.
• Aim for a dividend payout ratio of 100% in the next MTBP

On improving IR

https://stracap.jp/english/
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Presentation made on improving IR ~ don’t make irresponsible statements

We have long suggested to Asanuma that one 
of the causes of the high cost of capital is the 
poor IR and improving IR would help reduce 
the cost of capital. The following is a partial 
excerpt of the suggestions we made during the 
dialogue.

On new MTBP On improving IR

Source: SC presentation made to Asanuma  
(partial translation to English)

Issue I Issue II Issue III
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Presentation made improving IR ~ provide clarity

It is necessary to explain the achievement of 
the non-achievement / excess of the funding 
plan of the medium-term management plan 
and the validity of the funding results

On improving IR

Source: Company press release SC 
presentation made to Asanuma  (partial 
translation to English)

Issue I Issue II Issue III

On new MTBP

https://stracap.jp/english/
https://www.asanuma.co.jp/ir/pdf/documents03/20201130.pdf
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Presentation made improving IR ~ don’t make conservative estimates

Don't make overly conservative earnings 
forecasts.

On improving IR

Source: SC presentation made to Asanuma  
(translated to English), Quick Astra Manager

Issue I Issue II Issue III

On new MTBP

https://stracap.jp/english/
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Summary of Shareholder Proposal for 2021

Proposal I – Sell cross-shareholdings 

① Revision to the provisions of articles with regard  to the Dissolution of Shares held by the Company

Proposal II – Set the dividend payout ratio to 100%

② Appropriation of surplus 

See Press Release for more details 

2021 Older

Proposal Results AGM

2020

Add. I Add. II Add. III Add. IV

https://stracap.jp/english/
https://proposal-for-asanuma-from-sc-2021.com/To%20Shareholder%20of%20ASANUMA%20CORPORATION.pdf
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Addendum I - Expected return calculation 

Assuming shareholder proposal is passed, and the PO ratio is continuously 100% and a special dividend is received.  

Expected return is based on (1) stock price gains and (2) special dividends.   As shown below the total of (1) and (2) is 6,557 yen.  
Compared to the stock price of 4,455 yen (as of May 17, 2021), an increase of 6,557 yen would equal a return of 147% 

Calculations for table
Expected stock price – Assume the dividend for FY2020 is 513 
yen/share (based on net income for FY2020 of 513 yen) and based on 
an expected dividend for FY2021 of 513 yen/share and a dividend 
yield of 5%, the expected stock price will be 10,340 yen.  Note, this 
assumes a 100% dividend payout or an +256 yen increase for the 
dividend.  (See addendum IV for more details). If the income were to 
increase, the expected stock price and (1) expected gain on the stock 
price would also increase.)

(2) Calculation of special dividends (sale of securities) 
see Addendum II    

Data Source: Quick Astra Manager, public filings

2021 Older

Proposal Results AGMAdd. I Add. II Add. III Add. IV

2020
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Addendum II – Calculation of the special dividend 

Assumptions

• There is no appropriate target to invest the funds 
so 100% of proceeds from the sale of securities 
will be returned to shareholders in the form of a 
special dividend.

• The value of the securities sold is based on the 
amount recorded on the balance sheet as of May 
31, 2021 and does not account for any market 
fluctuations, transaction cost etc.

2021 Older

Calculation of proceeds from sales per share

(as of Mar 31, 2021)
millions of yen

Inv. securities (cross-shareholdings) 6,395

Valuation diff. on other securities 1,959

Effective tax rate 30.4%

Tax incurred on sale -856

Investments in unconsolidated subsidiaries* -120

Proceeds from sale 5,419

Total shares outstanding 8,078,629

Treasury shares (number) 21,893

Shares outstanding (ex treasury shares) 8,056,736

proceeds from sale/share

= special dividend
672 yen/share

* As of Mar 31, 2020

Proposal Results AGMAdd. I Add. II Add. III Add. IV

2020
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Addendum III – Our view of cost of equity 

2021 Older

Cost of Equity (COE)

Assumptions: 
g  3%
ROE 10.0% *

Adj. PBR 0.86 x
* calculated by dividing the forecast profit from 1 above and by the equity capital reported on 
FY2020 by the Company forecast earnings for FY2021.  PBR is as of 05.17.2021

Result:     11.1%

Proposal Results AGMAdd. I Add. II Add. III Add. IV

2020
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Addendum IV – Supplement to shareholder proposal for disposal of surplus 

Our shareholder proposal does not intend to demand excessive dividends and 
pursue only short-term profits.  Instead the proposal returns the profits to 
shareholders that does not exceed the profits earned during the current fiscal 
year.  

We are proposing a 100% dividend payout ratio to prevent further 
accumulation of equity capital and prevent a further decline in ROE.

Below is the excerpt from our proposal, the amount in the proposal of 498 yen 
corresponds to the net/income per share of 513 yen in the chart. 

2021 Older

Data Source: Quick Astra Manager

Excerpt from shareholder proposal (direct translation from Japanese)

The amount obtained by deducting the amount of dividend payment from surplus per common share of the Company which will be proposed by the Board of Directors of
the Company at the 86th Annual General Meeting of Shareholders and approved thereat, from JPY498.
In case Earnings Per Share rounded down to the nearest integer in 86th fiscal period (hereinafter referred to as “actual EPS”) is different from JPY498, JPY498 in the
previous paragraph shall be replaced with actual EPS.

2020

Proposal Results AGMAdd. I Add. II Add. III Add. IV
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Results of exercising voting rights 2021

2021 2020 Older

Proposal Results AGMAdd. I Add. II Add. III Add. IV

28.3% 28.3%

21.0%
26.0%

21.2%
26.1%

Sale of cross-shareholdings Increase of dividend to achieve
100% payout ratio

The ratio of favour votes (%)

2019 2020 2021

Source: Extraordinary report

https://stracap.jp/english/
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Opinions expressed at the AGM 2021

2021 2020 Older

Proposal Results AGMAdd. I Add. II Add. III Add. IV

Strategic Capital attended the AGM and expressed our opinions.

Please refer here for more SC transcript details (Japanese only).

The following is a summary of our key points made at the meeting.

• We believe that holding cross-shares means becoming a stable shareholder of the issuing company, and there is a possibility that it is in 
violation of the Companies Act.  In addition to these type of ESG related (especially S and G) issues, (omitted) capital efficiency may be 
reduced, and (omitted) can results large losses due to fluctuations in market value of these stocks. (Omitted) From all perspectives, be 
it ESG, capital efficiency, or financial stability, cross-shareholdings should not be held as they will reduce shareholder value.

• In order to increase the shareholder value, it is necessary to improve capital efficiency while reducing the cost of capital. Considering 
the financial situation, we believe that increasing equity capital is an obstacle to increasing capital efficiency, and that funds required 
for investment should be procured from liabilities. (Omitted) It is management’s responsibility to think about how to raise funds and 
how to invest properly to improve shareholder value.  Regardless of the current financial situation, just boasting that the 50% dividend 
payout ratio is the highest level in the industry is negligence on the part of a manager who is trying to take it easy.

https://stracap.jp/english/
https://proposal-for-asanuma-from-sc-2021.com/wp/wp-content/uploads/2021/2021ASANUMAAGM.pdf
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Summary of Shareholder Proposal 2020
Proposal I – Sell cross-shareholdings 

① Revision to the provisions of articles with regard  to the Dissolution of Shares held by the Company

Proposal II – Set the dividend payout ratio to 100%

② Appropriation of surplus 

See Press Release for more details of shareholder proposal

20202021 Older

Proposal Results AGM

https://stracap.jp/english/
https://proposal-for-asanuma-from-sc-2020.com/wp/wp-content/uploads/2020/04/1852_en.pdf
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Results for 2020 and 2019 AGM

Results our shareholders proposals for the 2019 and 2020 AGM 

Proposal Results

20202021 Older

AGM

Source: Extraordinary report
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Opinions expressed at the 2020 AGM

Strategic Capital attended the AGM and expressed our opinions.

Please refer here for more SC transcript details (Japanese only).

The following is a summary translation of our key points made at the meeting.

• Cross-shareholdings are shares held to provide stable shareholders for the issuer which means that company assets are being used 

to preserve the directors of the business partners. There is no more harmful a business practice. The company should compete on, 

be evaluated on and trade on its core strengths, which is its construction technology and services. As we told you last year, in order 

to draw out your true strengths, you should sell the cross-shareholdings even if sales might decline.

• Based on the current business outlook and strong financials, Asanuma should be able to procure funds from banks when its wants to 

make an investment. It would also be desirable from the perspective of improving capital efficiency. Vaguely continuing to hold cash 

because something might occur is negligence on the part of management.
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Past shareholder proposals

2020 Older

2019 - Proposal

2019 - AGM

2018 – AGM 

2018 – Results (Japanese only)

2021

https://stracap.jp/english/
https://proposal-for-asanuma-from-sc.com/english/task07
https://proposal-for-asanuma-from-sc.com/english/task09
https://proposal-for-asanuma-from-sc.com/english/task06
https://proposal-for-asanuma-from-sc.com/wp-content/uploads/2019/04/2018RR.pdf
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April 28, 2021 - created special website

May 20, 2021 – updated financial figures

July 6, 2021 – Added opinions expressed at 2021 AGM
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Important Legal Disclaimer

• This presentation is a reference translation of the original website in Japanese. In the event of any differences between the original Japanese 
version and the English translation, the original Japanese version shall prevail.

• This presentation is composed of analysis of Strategic Capital, information from our activist activities and release from companies. 
Information and documents in this presentation are composed of materials we believe to be trusted and latest, however we do not guarantee 
the accuracy, completeness etc. 

• We are not responsible for any judgement using information in this presentation. All copyrights and other intellectual property rights belong 
to us. Reproducing all or any part of the contents of this site is prohibited without author's permission.
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