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Please note in advance that this is not a transcription of the entire Q&A session, but

a summary prepared by the Company.

The capital efficiency forecast is for a downturn from FY2025 even though
ROE will exceed 8% until FY2027. This is due to weak profit growth despite
capital accumulation. Since future shareholder returns have not been decided
at this stage, it is likely that some of the influences from them are not reflected
in the capital forecast. Please explain how you will control ROE going forward.

As you have pointed out, ROE is expected to fall through FY2027. This is because
of a special situation for the Company, that is, due to the construction of large-
scale redevelopment over the next three years, profit is not generated while
construction in progress accumulates. We are also considering capital policies such
as share buyback to control ROE, but we believe it is important to raise the profit
level in each business and improve ROA. As announced in the Medium-term
Management Plan, we will continue to work on internal growth for existing
businesses. To this end, it is important for all employees across the Group to have
creative minds and to provide new proposals and new value. We would like to
strengthen internal growth by improving salaries and other employee benefits to
boost employee motivation.

(From IR Manager)

As pointed out, future ROE figures do not factor in capital measures that have not
been decided. The impact of the share buyback of up to 65 million shares or 10.0
billion yen, decided by resolution on May 14, is not included in the EPS forecast for

FY2025. It is a conservative forecast and there is some potential for growth.

Please explain your approach to cost management in an environment where
labor costs and construction costs are rising sharply. It is generally thought
that investment yield deteriorates when construction costs increase, so how do
you verify project validity? Please explain your thoughts on the current
situation, including concerns about other cost increases.

Various costs, including labor costs and construction costs, are rising. In this

business environment, Tokyu Corporation as a whole would like to make
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investments at existing properties that contribute to internal growth to provide
good-quality services and products and respond to rising costs by raising prices to
an appropriate degree. For example, in the previous fiscal year, Cerulean Tower
Tokyu Hotel renovated the Towers Salon floor to facilitate lounge access, which has
contributed significantly to the increase in the average daily rate (ADR). We
believe it is important to provide such high-value-added products when responding
to rising costs.

We see construction costs an important issue which not only has direct impact on
redevelopment projects but also affect the cost of repairs to the existing portfolio
and capital expenditure intended to enhance added value. Rising construction costs
do not have an immediate impact on the consolidated statement of income, but
since investment yields decrease when costs increase, we would like to cover the
sharp increases in construction costs for new development projects by promoting
internal growth at existing businesses and promoting floor design with a view to
improving rent levels in the future while controlling construction costs.

There have been some questions about the reasons for carrying out
redevelopment with a low ROA. Once large-scale redevelopments are completed,
there will be more revenue opportunities for other businesses than office rents if
the working population rises in the areas and a proportion of those people move to
the Tokyu line areas. We would like to respond to the sharp rise in construction
costs by increasing total returns for all businesses.

There are cases of major delays or postponements of large-scale redevelopment
projects by other companies in the metropolitan area, but we would like to steadily
move toward the published schedule for the three Shibuya projects we announced
(Shibuya Upper West Project, Shibuya Scramble Square Central and West
Buildings, and the Miyamasuzaka District Type 1 Urban Redevelopment Project).
The more projects by others are delayed, the more the supply and demand in the

market is expected to tighten, which will favor our newly opening properties.

As for the railway business, since Tokyu has already revised the fares once,
we believe that there is a risk that margins will drop if cost levels rise in the
future. What are your thoughts on the future?

As you point out, cost increase is undeniable. The railway business carries out
construction work at night, and there are certain hurdles to securing personnel. We
strive for stability and security in the mid to long term by proactively introducing
better benefits to secure personnel. Since we cannot raise fares immediately, we
first create more travel demand and cover the rising costs by increasing the number

of passengers carried. For example, demand has increased for the Tokyu Shin-
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Yokohama Line, opened in March 2023, due to the rise in Shinkansen users. Since
this is the year of the Osaka Expo, we want to capture further travel demand.

In addition to the railways, labor shortages are also becoming more serious at bus
industry. At Tokyu Bus Corporation, which has merged with Tokyu Transésses, the
work to secure drivers is progressing smoothly due to raising the standard of wages
to a competitive level within industry. Other bus companies have reduced the
number of services, but this has not been the case with the Company. In this aging
society, bus demand cannot be ignored because buses are easily accessible to the
elderly, and we want to improve the transport network in the Tokyu line areas by
organically combining railways and buses.

With the impact of rising costs, operating profit at Tokyu Corporation will fall from
9.8% in this fiscal year to around 9.5% in FY2026. As the proportion of fixed costs in
the railway business is high, we need measures to reduce fixed costs and increase

profit margins by, for example, promoting the digital transformation of services.

For the Shibuya area redevelopments, along with the changes to the schedule
for Shibuya Scramble Square Central and West Buildings, and the Shibuya
Upper West Project, the estimated investment amount has also revised to 600.0
billion yen from the previously announced 500.0 billion yen due to the sharp
rise in construction costs. Investment yields will fall accordingly. Raising office
rents as a response to the sharp rise in construction costs is mentioned. Please
explain the process of passing on the costs to rents in the near term. Demand
for shared offices is currently rising. Have you considered developing such
offices as another measure to raise rents?

As noted in the briefing materials, we implemented office rent revisions of 10-15%
in negotiations with multiple tenants in the second half of FY2024. Going forward,
we will continue to engage with rent revision. In comparison, the difference
between Shibuya rents and the top-level rents in the Marunouchi area was 10,000
yen per tsubo per month, but now the difference has narrowed to about 5000 yen,
and we aim for Shibuya rent level to exceed the Marunouchi area. To this end, we
would like to increase the added value of the area and of the properties, aiming to

enhance the appeal of the area and to raise rent levels.

In terms of other initiatives than office leasing, we have started to provide flexible
small offices and office setups tailored to the needs of each tenant. We also
operate NewWork, a members-only shared office, which is probably the largest
shared office network in Japan with 140 locations nationwide, or more than 500

when partner offices are included. Having shared offices also has a positive effect
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on leasing of office tenants. Going forward, we will develop and sell a broad product
lineup combining large-scale offices, small to medium offices, and shared offices.

Due to the sharp rise in construction costs, there are also offices where renovation
is preferable to redevelopment. We hope to improve profitability by combining
renovated offices with tailored office setups.

From FY2019, office rents in the Shibuya area have increased by 12% to as high as
20% at some properties. These rent increases partly cover the current higher
construction costs. There are properties where the average rent level exceeds
40,000 yen per tsubo per month. We will continue to develop properties that can

provide such high-grade offices.

Compared to FY2024, profits from real estate sales are expected to fall over
the three years starting from FY2025. Meanwhile, you plan to sell 70.0-billion-
yen worth of assets during the current medium-term management plan. Is
there any leeway for an upturn in real estate sales? Please add some
information, such as the methods of real estate sales.

As a prerequisite, we believe that condominiums are important from the
perspective of attracting people to the areas. In addition, the business environment
for condominiums has been good so far, but there are concerns about whether
demand will keep up with the sharp increase in prices. Therefore, we are also
working on supplying affordable condominiums, for example, properties in areas
that can be reached by taking a bus from the train station, or properties that are
subject to long-term leaseholds, such as Dresser Tower Minami-Machida
Grandberry Park. We intend to continue to provide properties that are priced lower
compared to those located in front of or near train stations.

Concerning condominium buildings for investors, we handle small and medium-
sized projects. There seems to be a need for renovation projects as well. We would
like to broaden the scope of real estate sales by offering properties that respond to
the needs not only of REIT, but also of individual investors. At the same time, we
believe it is important to link sales to the fee business. As in the case of STYLIO
rental apartments, by selling to partners with whom we can continue the fee
business even after sales, we will not only realize capital gains but also retain the
fee business, aiming to increase total return for the Real Estate Business. Since
we are proud of our brand power in the Tokyu line areas, we would like to

proactively look for projects that highlight our close ties to the community.



