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Q1. What exactly do you mean by "new fare surcharge schemes" mentioned in the slide 
about the railway business? 

A1.  Regarding the new fare surcharge schemes, businesses subject to surcharges, collection 
periods and collection scope are being revised to promote the rapid and steady 
development of urban railways, taking into consideration equalization of the burden on 
users and the diversification and sophistication of user needs. Not only new line 
construction but also work that lead directly and effectively to improvement of user 
convenience, including improvements in terms of speed, punctuality and comfort will 
be subject to surcharges, with large-scale station improvements also included. 
Although further study will be required to determine the kind of investments the 
surcharges can be used for, we will consider safety investments and any other relevant 
projects as we steadily make railway-related investment and we will endeavor to recoup 
our investment early. Surcharges have most recently been applied on the Tokyu Shin-
yokohama Line, which opened in March 2023. While an additional charge is added to 
the fare, the enhancement of the railway network and improvement of convenience 
resulting from the line's opening has led to positive ripple effects, with not only 
passengers in the Tokyu line areas but also those from through-service connections 
now have more opportunities to use the Shin-Yokohama Line, the Toyoko Line, and the 
Meguro Line. 

 

Q2. Regarding the unrealized gains in the real estate leasing business, the Integrated 
Report stated that the properties connected to stations are not necessarily highly 
liquid. If selling them is difficult, the Adjusted BPS figure you presented cannot 
necessarily be said to reflect the realizable value, correct? I would imagine that being 
connected to a station does not always affect the ease of sale. How do you define 
properties connected to stations? 

A2.  It is, in some respects, true that properties connected to stations are relatively difficult 
to sell when compared to stand-alone properties. Regardless of whether the properties 



 

 

can be sold, the appraisal values of properties used to determine unrealized gains are 
calculated by discounting future cash flows, including projected rental income, to their 
present value, and we believe we should properly evaluate and disclose the future 
potential and risks of properties. In fact, the system of disclosure of unrealized gains 
itself is not based on the assumption of the sale of properties; rather it is understood to 
be a system for the appropriate disclosure of the value of assets held. Properties 
connected to stations are highly competitive and attractive properties. With continued 
growth potential including rent increases expected in the future, we believe they 
remain well worth holding. 

 
(from IR manager) 
Regarding our definition of properties connected to stations (mentioned on page 18 of 
Presentation for Investors for the 2nd quarter of year ending March, 2026), in addition 
to properties directly connected to our stations, we also count properties developed as 
an integral part of the station such as Shibuya Hikarie and Shibuya Scramble Square, as 
well as Tama Plaza Terrace and Futako-Tamagawa Rise even though they are not 
directly above the station. Being connected to a station does not equate to being 
impossible to sell. Since there are certain constraints, we recognize that there is a 
difference in terms of liquidity. 

 

Q3. Regarding the breakdown of unrealized gains on properties for lease, the breakdown 
by area shows that there are unrealized gains accounting for just under 70% in the 
Shibuya area. With prices rising by around 2 or 3% under inflation, how much have 
real estate market prices in the Shibuya area risen? I guess that real estate market 
prices may continue rising further in the future under the impact of inflation. If 
unrealized gains increase as a result, your financial soundness will be even better. 
However, I feel that this will not lead to any improvement in corporate value because 
you cannot use the unrealized gains without converting them into cash and unless 
you take steps such as using your financial leverage, there is no prospect of profit 
growth. How are you going to use the unrealized gains resulting from rising real 
estate prices? 

A3.  Starting with future trends in real estate market prices, including properties in the 
Shibuya area, the forecast rent levels and vacancy rates published by Japan Real Estate 
Institute, shown on page 17 of the presentation material, serve as a reference. While the 
2024 rent level is almost at the point where the office rent index is 100, rent levels 
through to 2029 are growing to the point where they exceed 115 and, according to 
these rent forecasts, average rent levels are expected to continue rising by around 3.0% 



 

 

year on year. We believe that office rent forecasts will become even more bullish than 
the current forecasts if some of redevelopment projects get cancelled or postponed in 
the future and new office supply becomes tighter. If the cap rate is fixed, then rent 
increases lead to higher property appraisal values. This means that we will probably see 
real estate prices that outperform inflation. 
As regards further utilization of financial leverage in such an environment, we recognize 
the need to bear in mind that the properties on which we currently have unrealized 
gains are projects we completed in the past, and given spiraling construction costs, the 
redevelopment projects now in progress are unlikely to produce significant unrealized 
gains upon completion. In other words, if the book values of newly opened properties 
in the portfolio increase and unrealized gains stay the same, then unrealized gains as a 
percentage of the total book value of portfolio properties may be smaller. We believe 
that maintaining a certain level of unrealized gains when undertaking large-scale 
redevelopment provides necessary financial capacity. Companies with low levels of 
unrealized gains will inevitably have to be cautious with redevelopment projects amid 
soaring construction costs. In addition, the real estate market does not always trend 
upward and there is also the possibility that, in stress scenarios, unrealized gains will 
decrease or, in some cases, turn into unrealized losses, and under such circumstances, 
raising funds to acquire new properties would also likely be difficult. We hope you 
understand that we operate based on careful judgments, looking five years ahead and 
taking stress scenarios into consideration. 

 

Q4. What is the current status of demand from inbound tourists in the Shibuya area and 
how have consumption trends changed? 

A4.  Shibuya is thankfully visited by a many inbound tourists. Regarding consumption 
trends, the disclosed sales trends of other department stores show that sales of luxury 
brands and other high-end products have slowed. In the department store sector, those 
with a high proportion of luxury products and many inbound tourists as customers are 
struggling. However, we feel that Tokyu Department Store has been less negatively 
impacted than other major department stores, with inbound tourists buying many 
everyday items rather than luxury goods due to the closure of the flagship store.  
The Shibuya Sky observation deck at Shibuya Scramble Square is also visited by many 
inbound tourists. We raised the admission fee in April this year, and this led to an 
increase in revenue with no decline in visitor numbers. In the hotel business generally, 
as per the foreign guest ratios shown on page 30 of the presentation material, inbound 
tourists are driving hotel ADR growth, with the foreign guests ratio for hotels in the 
Shibuya area standing at around 80%. 



 

 

 

Q5. Hotel ADR remained at the high level of around 28,000 yen in October. How much 
scope for increase will there be from next fiscal year onwards? 

A5. We understand that the increase in ADR is mainly attributable to the fact that we 
continuously review our hotel portfolio, in addition to growing inbound demand. 
Through ongoing restructuring initiatives since the COVID-19 pandemic, we have 
strategically rebuilt our entire hotel portfolio, reducing hotels with little prospect of 
higher ADR due to their aging facilities, while at the same time incorporating into our 
portfolio five-star hotels where the ADR could potentially increase due to strong 
inbound demand such as BELLUSTAR TOKYO, A Pan Pacific Hotel. Going forward, we 
will continue implementing restructuring and make additional capital investment in 
hotels with upside potential to build a portfolio that allows us to aim for higher ADR. 
For example, at Cerulean Tower Tokyu Hotel, we built more rooms with lounge access 
and constructed a new lounge, boosting ADR. Additionally, at Hakuba Tokyu Hotel, we 
improved both occupancy and ADR through initiatives such as making two rooms into 
one to increase room size for inbound tourists. Through such capital expenditure, we 
intend to create new demand and ensure we earn higher returns. 

                         

Q6. Regarding future interest rate trends, the market as a whole is expected to enter an 
upward phase. In terms of your future financing strategy, what is your policy 
regarding the control of interest rate risk, for example, the ratio of fixed to variable 
rates and the ratio of direct to indirect financing? What action will you take in 
response to interest rate fluctuation during this phase, switching from variable 
interest rate borrowing to fixed rate borrowing, for example? 

 

A6. As you point out, we will need to monitor both nominal interest rates and credit 
spreads in the future, and in view of the fact that the financing environment will change 
going forward, we believe it is important to maintain or improve our credit rating and 
prevent credit spread widening. Moreover, we think business model development and 
achievement of internal growth lead directly to a narrower credit spread and we intend 
to ensure we can properly create both an equity story and a credit story. 
We offer a wide range of businesses and economic sensitivity varies depending on the 
respective business, and we recognize that the current weakness of our stock price 
reflects the market view that there is a mismatch in the timing of interest rate increases 
and profit expansion. More specifically, it is difficult to preemptively increase railway 



 

 

and bus fares and, similarly for office rents, if contracts come up for renewal every two 
years, there may be a lag in the materialization of profit. However, an overview of our 
business portfolio shows that we have many businesses that are in sync with business 
conditions and, although railway and bus fares lag behind business conditions, the 
number of passengers carried is in sync with business conditions, and the percentage 
rent portion of the rent of commercial facilities and hotels, retail operating revenue and 
hotel ADR also fluctuate in tandem with business conditions. We also have businesses 
that lead business conditions such as the advertising agency services business, and on 
both the debt finance and revenue fronts we intend to develop a structure and 
portfolio through which each business can generate profit in every economic phase.  
Recently our average borrowing rate is 0.89%, the ratio of long-to-short term 
borrowing is 75:25, and the fixed-to-variable ratio is 72:28. Since low interest rates have 
been around for a long time, we have sought to shift to long-term fixed rate borrowing, 
so even if the market environment changes, we do not think there will be a 1% rate 
increase straight away. We believe the timeframe will be more like a 1% rate increase 
over 3 years, in 0.3% increments. On the other hand, since interest-bearing debt will be 
rolled over, we intend to manage this as best we can, while monitoring what happens 
to our interest expenses, which are currently around 10 billion yen annually. 
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