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██Summary
A conglomerate that conducts a wide range of businesses centered
on real estate and including construction, investment advisory, and
renewable energy-related businesses
The origins of Prospect Co., Ltd. <3528> (hereafter, also “the Company”) are found in Inami Kigyo Co., Ltd., which
conducted a textile business. But in 1994, the Company withdrew from the textile business and changed its main
business to a real estate business (primarily sales of condominiums). After that, the Company was temporarily a
member of the DAIKYO <8840> Group, which is a major condominium developer. But it left the Group and started
independent management in 2007. Mr. Curtis Freeze, the owner and president of the former Prospect Co., Ltd.,
which had invested in the Company as a fund, was appointed as the representative director and president in 2010.
Since then, the Company has used M&A to expand its business to incorporate a public works construction business
and custom-made homes business, and currently it is engaged in a wide range of businesses, including a real estate
development business (condominium sales, land and buildings), an asset management business, and a renewable
energy business, including solar power generation.
1. FY3/18 consolidated results
In the FY3/18 consolidated results, net sales were ¥11,927mn (down 15.7% year on year (YoY)), the operating loss
was ¥1,354mn (compared to a loss of ¥43mn in the previous fiscal year), the ordinary loss was ¥909mn (against a
profit of ¥516mn). Mainly due to the recording of a gain on negative goodwill of ¥2,420mn on The Prospect Japan
Fund Limited (TPJF) being made a subsidiary, the net profit attributable to owners of the parent was ¥1,720mn (up
252.0%). Each business segment recorded operating income, however, when it came to the operating profit stage
losses were recorded due to SG&A expenses taken for the entire Company, including various expenses related to real
estate operations in Hawaii and to making TPJF into a subsidiary, but the details were of no real cause for concern.
2. Outlook for FY3/19: No Company forecasts
The Company does not announce full fiscal year forecasts as it conducts a finance-related business (asset management) and as the timing of the deliveries (the recording of sales) in the condominium business and the forecasts
for sales of land and buildings are uncertain. However, it’s hard to see results being significantly worsened due to
steady progress being made on construction of condominiums and new solar power plants.
Key Points
•

•
•

A conglomerate that conducts a wide range of businesses centered on real estate and including construction,
investment advisory, and renewable energy-related businesses
It is actively conducting M&A while developing the renewable energy-related business as the growth driver
Trends in net sales and operating profit (loss)
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██Company profile
Although it was originally a textile company, today it has become a
conglomerate conducting a wide range of businesses, mainly real
estate-related
The Company has a long history and its predecessor, Inami Kigyo Co. Ltd., was founded in Toyama Prefecture
in 1937. It subsequently changed its corporate name to Carolina Co., Ltd., in 1961, and was listed on the Tokyo
Stock Exchange Second Section in the following year, 1962. Then on entering the 1990s, it withdrew from the textile
business and shifted to its mainstay businesses of condominium sales, and at the same time it joined the DAIKYO
Group, which is a major condominium developer.
After that, in 2007 it left the DAIKYO Group and started independent management. In 2010, Mr. Curtis Freeze, who
was the owner and president of the former Prospect, which had invested in the Company as a fund, was appointed
as the representative director, president and fund manager. In 2013, it made a wholly owned subsidiary of former
Prospect through an exchange of shares. In the following year of 2014, it merged with this former company through
an absorption merger, and at the same time, it changed its corporate name to the current name of Prospect Co.,
Ltd. During this period, it diversified its business through conducting M&As to make consolidated subsidiaries of
Sasaki House Co., Ltd., and Kidoh Construction Co., Ltd., and it then launched a solar business in 2015. It also
made a subsidiary of TPJF from an exchange of shares, in July 2017.
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Company profile

History
Year

Major event

1937

Inami Kigyo Co. Ltd., was established in Toyama Prefecture

1961

Changed corporate name to Carolina Co., Ltd.

1962

Listed on the Second Section of Tokyo Stock Exchange

1990

Changed how the name was written in Japanese

1991

Entered an alliance with the DAIKYO <8840> Group

1993

Began sales of the Morris condominium series (Series No.1 Morris Kawasaki)

1994

Withdrew from the textiles business

1994

Moved head office from Toyama Prefecture to Shibuya Ward, Tokyo

2000

Moved head office to its current location (1-30-8 Sendagaya, Shibuya Ward, Tokyo)

2001

Changed corporate name to Gro-Bels Co., Ltd.

2007

Left the DAIKYO Group and began independent management

2010

Mr. Curtis Freeze was appointed representative director and president

2012

Acquired all the shares and made a consolidated subsidiary of Sasaki House Co., Ltd.

2013

Acquired all the shares and made a consolidated subsidiary of (former) Prospect Co., Ltd.

2013

Entered into the overseas real estate-related business

2014

Acquired all the shares and made a consolidated subsidiary of Kidoh Construction Co., Ltd.

2014

Conducted an absorption merger with a subsidiary, former Prospect, and changed its corporate name to Prospect Co., Ltd.

2015

Launched the solar power generation business (the first project: Asago Tachiwaki Solar Power Plant)

2017

Acquired all the shares and made a subsidiary of The Prospect Japan Fund Ltd. though an exchange of shares

Source: Prepared by FISCO from the Company's website

██Business overview
The Company is developing a wide range of businesses centered
on real estate and including housing, construction, and renewable
energy-related businesses
1. Main business activities
The Company discloses information on the following business segments; real estate development business, asset
management business, public works construction business, renewable energy business, and others. The real estate
development business is further broken down into condominium sales, land and buildings, and custom-made homes.
(1) Condominium sales (% of total net sales in FY3/18: 41.3%)
The same as general condominium developers, in this business the Company purchases land and constructs and
sells condominium units. They are sold under the GRO-BEL brand, which is derived from the former company
name. Net sales and segment profit fluctuate depending on the status of site purchases and other factors. It sold
(delivered) 137 units in FY3/18.
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Business overview

(2) Land and buildings (% of total net sales in FY3/18: 0.0%)
This business includes the sales of residential land, detached housing, and buildings, but it mainly involves
the sales of land and buildings that occurs incidental to its sales of condominiums. For the land and buildings
(including unfinished buildings) that are intended to be sold for condominiums, it mainly sells those properties
in which it expects to achieve profits (profitability) above the target, and it does not purchase and sell land and
buildings for which a sale (profits) was expected from the beginning. Consequently, net sales for FY3/18 have
not been recorded.
(3) Custom-made homes (% of total net sales in FY3/18: 12.4%)
The main business area is Yamagata Prefecture, primarily for the construction outsourcing work and renovation
work of detached housing carried out by Sasaki House, which it made a subsidiary through an M&A. Sasaki
House has a history of more than 50 years in the residential housing business, but because it did not have a
successor to take over its business, it sold all its shares to the Company and became its subsidiary. In FY3/18,
it delivered 40 buildings.
(4) Asset management business (% of total net sales in FY3/18: 3.3%)
This is an investment advisory business that conducts the fund management (mainly for Japanese shares) that was
previously conducted by the former Prospect. However, in July 2017, the Company acquired 100% of the listed
shares in TPJF, which was one of the management funds, in a share-for-share transaction. Therefore, currently,
the only investor in TPJF is the Company itself.
(5) Public works construction business (% of total net sales in FY3/18: 38.7%)
The business includes the promotion projects and the pre-stressed concrete (PC) construction works carried out
by the subsidiary Kidoh Construction. Most of the projects are public investment work projects, and in particular
it has the leading technological expertise for small tunnels (with a diameter of 4m or less). In the future, demand
for infrastructure establishment and maintenance is expected not just from within Japan, but also from the
Southeast Asia region.
(6) Renewable energy business (% of total net sales in FY3/18: 4.5%)
The business model entails acquiring the rights for and investing in solar power generation, and selling the power
it generates to electric power companies. On the points of generating profits (cash flows) from acquiring rights
and conducting investment or buying selling equipment, it can be said that the approach in this business is the
same as for a rental building business. As of the end of March 2018, it had 6 operational plants (the ratio of power
generated according to the Company’s share, 11.43MW), and it was developing 5 plants.
(7) Others (% of total net sales in FY3/18: 0.4%)
This business mainly entails renting the condominiums owned by the Company.
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Source: Prepared by FISCO from the Company's financial results

2. Features, strengths, and competitors
(1) The “investment” approach
As mentioned previously, at first glance the Company seems to be developing its businesses in different fields. But
in fact, fundamentally they are all based on the same approach, of acquiring (purchasing) land, rights, projects,
and so on, and then investing (capital) in them, and collecting the profits at a later date. This point can be said to
be a feature of the Company’s business development.
(2) Business diversification (the portfolio approach)
On the other hand, the Company conducts various businesses, such as for custom-made homes and construction, via the subsidiaries it has acquired through M&A. The reason why it conducted these M&A is that in the
custom-made homes and public works construction businesses, it can recover its investment in a relatively short
period of time compared to in its other businesses such as condominium sales, and they can be said to be suitable
for diversifying business risk and the time spans for recouping its financial investment. In other words, currently
the Company conducts its various businesses based on a portfolio approach, rather than simply diversifying on
a line extending from its existing businesses or into related fields. This can also be said to be one of its features.
(3) The impact of the president
One more major feature and strength of the Company is the presence of Mr. Curtis Freeze, the representative
director and president. As Mr. Freeze was previously a fund manager in an asset management company, he has
considerable insights in and experience of aspects such as investment return, risk diversification (portfolio), and
financing, and the Company is currently utilizing these insights and experience for its management. In addition,
he is from the United States where a feature of management is quick decision making, but it is not the case that
he is an autocratic president. The Company has one more representative director, Mr. Masato Tabata, who is the
managing director. In this point, it can be described as having a well-balanced management structure, which can
also be said to be another of the Company’s features and strengths.
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██Results trends
Recorded an operating loss in FY3/18, but the details are not
problematic
• FY3/18 results
(1) Profit and loss conditions
In the FY3/18 consolidated results, net sales were ¥11,927mn (down 15.7% year on year (YoY)), operating loss
was ¥1,354mn (against a loss of ¥43mn in the previous fiscal year), ordinary loss was ¥909mn (against a profit of
¥516mn). Due to the recording of negative goodwill as an extraordinary gain of ¥2,420mn on TPJF being made a
subsidiary, the net profit attributable to owners of the parent was ¥1,720mn (an increase of 252.0% YoY).
The Company has recorded an operating loss, but each business segment has booked operating income. The
reason the Company recorded an operating loss in spite of each of its businesses being profitable was due to a
significant increase in expenses over the whole Company. One reason for this was the various costs involved in
making TPJF a subsidiary (about ¥500mn) were booked as SG&A expenses and a gain on negative goodwill was
recorded as an extraordinary gain. In addition, various expenses in the real estate investment business in Hawaii
(mainly condominium development and sales) were recorded as SG&A expenses, but their retrieval (sales) was
recorded as non-operating income, which was a factor in dragging down the operating loss. In the renewable
energy business as well, one operating power plant was sold (the Sanbu Higashi Project), but as the gain on sale
of this plant was recorded as an extraordinary gain, it was not reflected in the operating loss.
From that viewpoint, the financial results under review are irregular, and the details are not as cause for concern
as they would appear to be on the surface. Actually, as will be outlined below, operating cash flow has become
revenue and from this point of view can be said to be absolutely no problem in terms of financial statements.
FY3/18 results
(¥mn, %)
FY3/17
Amount

FY3/18

Ratio to sales

Amount

Ratio to sales

YoY

14,143

100.0

11,927

100.0

-15.7

Gross profit on sales

2,263

16.0

2,582

21.7

14.1

SG&A expenses

2,306

16.3

3,936

33.0

70.7

Operating loss

-43

-0.3

-1,354

-11.4

-

Ordinary loss (profit)

516

3.7

-909

-7.6

-

Net profit attributable to owners of the
parent

488

3.5

1,720

14.4

252.0

Net sales

Source: Prepared by FISCO from the Company's financial results
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Results trends

(2) Conditions by segment
FY3/18 results by segment
(¥mn, %)
FY3/17
Amount

FY3/18

Ratio to sales

Amount

Ratio to sales

Change

% change

14,143

100.0

11,927

100.0

-2,215

Condominium sales

4,103

29.0

4,926

41.3

823

20.1

Land and buildings

2,264

16.0

0

0.0

-2,264

-100.0

Custom-made homes

1,565

11.1

1,482

12.4

-83

-5.3

173

1.2

396

3.3

223

128.8

5,722

40.5

4,615

38.7

-1,107

-19.3

250

1.8

533

4.5

283

113.1

62

0.4

50

0.4

-12

-19.9

-43

-

-1,354

-

-1,311

-

Condominium sales

313

-

602

-

289

92.5

Land and buildings

218

-

0

-

-218

-

29

-

12

-

-16

-58.4

Asset management business

-39

-

66

-

106

-

Public works construction
business

287

-

261

-

-26

-9.1

73

-

155

-

82

111.6

28

-

20

-

-7

-26.3

-953

-

-2,473

-

-1,519

-

Net sales

Asset management business
Public works construction
business
Renewable energy business
Others
Operating loss

Custom-made homes

Renewable energy business
Others
(Company-wide expenses, etc.)

-15.7

Source: Prepared by FISCO from the Company's financial results

a) Condominium sales
In FY3/18, the Company completed construction of 3 buildings, 120 units, including GRO-BEL The Koenji
Premium (total 43 housing units) (3 buildings, 131 housing units in the previous consolidated fiscal year). The
Company executed new contracts for 115 units with a value of ¥4,379mn (compared to 141 units, ¥4,799mn in
the previous fiscal year), and delivered 137 units (115 units). As a result, net sales were ¥4,926mn (¥4,103mn)
and segment profit was ¥602mn (¥313mn).
b) Land and buildings
No contract results or sales results were recorded in FY3/18. (In the previous fiscal year, contracts were ¥2,139mn,
net sales were ¥2,264mn, and segment profit was ¥218mn).
c) Custom-made homes
New contracts were made for 58 buildings worth ¥1,659mn (compared to 40 buildings worth ¥1,206mn in the
previous fiscal year) and the Company delivered 40 buildings (41 buildings). As a result, net sales were ¥1,482mn
(¥1,565mn), and the segment profit was ¥12mn (segment profit of ¥29mn).
In terms of the contracts results, the sluggishness in the housing market as a whole in Yamagata Prefecture is
noticeable and the number of visitors to show homes is also decreasing. In this situation, the entire Company
continued to strive for sales, which led to a rise in the number of contract buildings and an increase in orders.
However, many were small houses and the unit price per building decreased.
d) Asset management
In this business, in which the Company manages securities relating to real estate and Japanese shares, it recorded
net sales of ¥396mn (¥173mn in the previous fiscal year) and a segment profit of ¥66mn (segment loss of ¥39mn).
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Results trends

e) Public works construction business
This business recorded net sales of ¥4,615mn (¥5,722mn in the previous fiscal year) and segment profit of ¥261mn
(¥287mn). As a result of the completion of large-scale decontamination projects and other projects in the Tohoku
region that had been ordered (with the Company as the prime contractor) up to the previous fiscal year, both net
sales and operating income decreased YoY. However, orders are trending steadily for public and private sector
construction projects, and both net sales and operating profit made progress according to the business plan.
f) Renewable energy business
In this business, in which the Company sells the power generated by the solar power generation facilities it
manages to electric power companies, it recorded net sales of ¥533mn (¥250mn in the previous fiscal year) and
segment profit of ¥155mn (¥73mn).
During FY3/18, new operations started with two projects (Sendai Project and Utsunomiya Tokujiro Project) and
one project (Sanbu Higashi Project) was sold. The gain on sale of Sanbu Higashi Project (¥569mn) was recorded
as an extraordinary gain, which did not reflect on segment operating income. As a result, the Company’s share of
power plants are generating 11.43MW at six projects (Asago Project, Katori Project, Ushiku Project, Rikuzentakata
Project, Sendai Project and Utsunomiya Tokujiro Project). Currently, another five projects (Sanbu Minami Project,
Narita Kanzaki Project, Higashi Hiroshima Project, Aidahikari Project in Okayama Prefecture and one other project)
are under construction and scheduled to start operations in sequence after being completed.
g) Others
In others, which mainly involves the rental to general tenants of the condominiums and other properties owned
by the Company, it recorded net sales of ¥50mn (¥62mn in the previous fiscal year) and segment profit of ¥20mn
(¥28mn). The reasons for the declines in sales and profits were that earnings decreased YoY from the Minami
Otsuka Project, which includes rental income relating to profit properties for the development of condominiums
and which has already been transferred to real estate for development in-process, and from the Samon Town
Project, from which tenants have been moving out. But both these developments were as planned.
(3) Financial position
The Company’s financial condition continues to be stable. At the end of FY3/18, total assets were ¥40,396mn, up
¥13,028mn on the end of the previous fiscal year. Current assets were ¥27,900mn, up ¥14,950mn, with the main
factors being increases in cash and deposits of ¥5,271mn and in securities of ¥9,773mn on TPJF being made a
subsidiary. Fixed assets were ¥12,496mn, down ¥1,922mn, which was mainly due to an increase in tangible fixed
assets of ¥88mn, a decrease in intangible fixed assets of ¥181mn, a decrease in investments and other assets
of ¥1,829mn (mainly a decrease in long-term loans of ¥1,499mn).
Total liabilities were ¥14,746mn, up ¥132mn on the end of the previous fiscal year. The main factors included an
increase in notes and accounts payable of ¥191mn, a decrease in accrued construction payment of ¥721mn,
an increase in short-term borrowings, etc. of ¥647mn, and a decrease in long-term borrowings of ¥846mn. Net
assets were ¥25,650mn, up ¥13,161mn. This was mainly due to increases in capital and the capital reserve on
the issue of new shares (a share exchange) following TPJF being made a subsidiary.
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(4) Cash flow conditions
In FY3/18, cash provided by operating activities was ¥279mn, with the main income items being the recording
of net profit before income taxes of ¥2,101mn, depreciation and amortization of ¥311mn, a decrease in inventory assets of ¥460mn, and an increase in accounts payable of ¥307mn, while the main expenditure items
included a gain on negative goodwill of ¥2,420mn, gain on investments in capital of ¥706mn, and an increase in
accounts receivable of ¥130mn. Cash provided by investing activities was ¥2,216mn, with the main expenditure
items including the acquisition of tangible fixed assets of ¥3,549mn, the main income items including income
of ¥2,935mn from the acquisition of the shares of a subsidiary following a change in the scope of consolidation,
and collection of loans (net) of ¥1,386mn. Cash provided by financing activities was ¥2,777mn, with the main
income items including the increase in long- and short-term borrowings of ¥1,206mn, issuance of shares due to
exercise of new share subscription rights of ¥1,601mn, and disposal of treasury stock of ¥330mn, while the main
expenditure items included expenditure of ¥505mn for the payment of dividends. As a result, during the period,
cash and cash equivalents increased ¥5,271mn, and the balance of cash and cash equivalents at the end of the
period was ¥10,651mn.

██Outlook
It is highly likely that it will achieve profitability in the FY3/19 full-year
results
1. FY3/19 forecast: There are no Company forecasts
The Company does not announce full fiscal year forecasts as it conducts a finance-related business (asset management) and as the timing of deliveries (the recording of sales) in the condominium business, and the forecasts for
sales of land and buildings, are uncertain. However, there are probably no concerns for a significant worsening of
results due to steady progress being made on construction of condominiums and new solar power plants. As stated
earlier, the Company’s businesses are widely dispersed and there are some aspects where earnings can be recorded
in a short time and other businesses where retrieval takes time. Moreover, retrievals are not always booked as net
sales, sometimes being recorded as non-operating income, or as an extraordinary gain, so the financial statements
should probably be evaluated looking at comprehensive profits, including extraordinary income or loss, or cash
flows and not just on operating profit and loss or ordinary profit and loss.
2. New business development: Entering into the biomass business
Continuing on from its solar business within Japan, the Company has announced that it is entering into the biomass
fuel (pellets) manufacturing business in Russia as its renewable energy business. It has launched a joint-venture
company with Russia’s RFP Group (Russian forest products group). Using as the raw material the sawdust and
other such materials created within the timber manufacturing plants owned by the RFP Group, it will construct
pellet manufacturing plants at sites adjacent to these timber plants, and it intends to export the pellets to biomass
power generation plants in Japan. Customers are expected to mainly be biomass power generation plants that use
fee-in-tariffs (FIT).
The Company expects to invest around ¥2.5bn to ¥3bn for the construction of a single plant, and going forward,
it is aiming to construct several of these plants within Russia. It will announce the business plans alongside the
progress made in the construction of the plants.
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██The medium- to long-term growth strategy
Is actively conducting M&A while developing the solar business as
the growth driver
1. Among the existing businesses, the growth driver is the renewable energy business
As previously explained, the Company conducts various businesses, and while businesses such as the condominium
sales, custom-made homes, and construction (promotion) businesses each stably generate cash flow, they are
not expected to achieve dramatic growth within Japan, and rather, they are cyclic businesses that are affected
by economic fluctuations. So they cannot be described as businesses that will significantly drive the Company’s
growth in the future.
Conversely, the solar business using FIT and the biomass power generation business can be expected to generate
cash flow over the long term. It is anticipated that the biomass power generation business will grow to replace the
solar business and become a major growth field in Japan in the future. Therefore, it would seem that by supplying
the pellets that are the fuel used in this field, the Company can be expected to achieve growth for this business the
same as or greater than that of its existing businesses.
2. Is also actively conducting M&A
The Company’s M&A strategy is one more aspect that is supporting its growth. Previously, it has conducted M&A in
the custom-made homes and construction fields. Going forward also, it plans to actively conduct them when it finds
a candidate that satisfies its investment standards. It intends to raise the funds for M&A using methods that it deems
to be optimal in each case, including from its own funds, borrowing, share exchanges, and issuing new shares.

██Shareholder return policy
Its policy for returning profits to shareholders is to respond quickly
to results trends in the future
The Company pays dividends in order to return profits to shareholders, but it has not formulated a specific basic
policy for it. In FY3/18, it paid an annual dividend of ¥4, and at this stage plans to pay an annual dividend of ¥3
for the current year (FY3/19). However, management has stated that it will respond quickly to reflect in dividend
payments the results trends in the future.
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