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Message from the President 
[About Tokyu Corporation] 

In Greater Tokyo, which is bucking the national trend of population decline with projections of 
population and income growth, Shibuya and the Tokyu line areas are areas with even greater 
growth potential. Tokyu Corporation is a company that actively invests and operates in such areas.  
We strongly commit to the areas with strong demand, especially Shibuya where inbound tourism 
and business travel are concentrated. Through our investments, we enhance the value of Shibuya 
and the Tokyu line areas, increase revenue opportunities within our business portfolio, and 
improve profitability. Furthermore, the attraction of third-party investment also leads to revenue 
opportunities for us. Since the redevelopment of Shibuya Hikarie, investment of more than 2 
trillion yen has been made in Shibuya. Half of this was by us; the other half was third-party 
investment. Under our business model, third-party investment can also be expected to drive 
growth in users of railways and buses as well as hotels and other existing facilities. 

Leveraging the knowhow and trust gained from the development of Shibuya and the Tokyu line 
areas, we expand businesses, primarily the fee business, beyond Tokyu line areas; however, we 
are not a company that is passively targeting the whole of Japan. Although it will be some time 
before the population in the Tokyu line areas starts to shrink, we intend to work to actively attract 
the population, including "people involved in the area". 

 
[About the Shibuya Redevelopment] 

There was a schedule change for the Shibuya redevelopment projects, but the fact that we 
have managed to press ahead with the large-scale development despite todayʼs rising 
construction costs itself is extremely positive and fills us with pride. Shibuya Upper West Project 



and Shibuya Scramble Square Phase II are already under construction, with suppliers secured. 
Having Tokyu Construction Co., Ltd. within the Group is also our strength. There will likely be a 
string of project suspension or delay by others, leading to a considerable tightening of the leasing 
market for newly constructed properties. Given the current cost situation, properties with a rent 
of less than 35,000 yen per tsubo (roughly 3.3㎡) will be unprofitable, and we will see areas with 
no more newly constructed buildings. 

The delay of Shibuya Scramble Square Phase II has already been factored into the Medium-
term Management Plan figures and will not impact on our financial results. According to some 
media reports, the construction of Shibuya Scramble Square will take until 2034 to complete; 
however, this projection encompasses the pedestrian network around the station including the 
Skyway and the building itself is scheduled to open in FY2031. The generation of return will be 
delayed, but upfront investment will be offset by the internal growth of our existing portfolio. 

Media coverage alluding to “the Shibuya development being in the final phase” also appears 
and causing misunderstanding. The redevelopment of the Shibuya Station District, including 
Scramble Square, enters the final phase; however, the development of the outer side of the 
Shibuya Station District "Shibuya Station Surrounding District", including the recently announced 
Miyamasuzaka District redevelopment, is still only halfway there. Given the momentum of 
building redevelopment on the outer side of this "Shibuya Station Surrounding District", the 
redevelopment of Shibuya is set to continue for some time to come. Before the openings of our 
three properties, office buildings with a total floor area of 20,000 tsubo being developed by others 
are scheduled to open, bringing around 5,000 additional workers into the Shibuya area. This is 
expected to create more business opportunities for each of our businesses and facilities. In other 
words, Tokyu Corp. will benefit from increased users of railways, buses and surrounding facilities 
without any investment on its own part, and here again the advantages of attracting third parties 
to the Shibuya area can be said to be demonstrated. 

Going forward, we intend to further enhance the appeal of Shibuya through investment to 
enhance the hard and soft urban infrastructure, steadily increasing Shibuya's status as a 
desirable office location. We intend to increase profits not only in individual projects but also in 
various businesses through higher rents within our existing leasing portfolio and increased traffic. 

 
[About internal growth] 

Turning to the internal growth mentioned in our Medium-term Management Plan, in our leasing 
business, we intend to drive market rent growth rather than align our rent with market rent. In 
every business, we will be conscious of pricing policy alongside quality improvement. We will 
strengthen profitability through initiatives such as proposing high-priced products, making 
additional investment in underinvested properties to strengthen their earning potential, and 
withdrawing from loss-making contracts in the outsourcing business. We will also work to 
improve profitability in high profit leasing locations by switching from a third-party lease 
arrangement to self-operated sales areas or a franchise arrangement. We will tap into inbound 



tourism demand in Shibuya and at properties such as Tokyu Kabukicho Tower, mainly through 
hotels and department stores. While there have been signs of decline in high-end consumption 
among inbound customers, Tokyu Department Store Co., Ltd. has not been impacted because it 
does not operate in that price range. The hotel business has upside potential, including the 
results of collaboration with the Pan Pacific Hotels Group based in Singapore. We also intend to 
create demand for trips to sightseeing spots in the Tokyu line areas, including Gotokuji Temple, 
which is popular among inbound tourists for its maneki-neko statues.  Meanwhile, we will press 
on with development and land purchases in the Tokyu line areas, leveraging our relationships 
with the local people. 

 
[About the operation of real estate in Shibuya and the Tokyu line area] 

We will make sure we outperform the average return. 
 
[About the realization of unrealized gains through the sale of operating lease assets】 

Questions about the realization of unrealized gains have increased; however, we believe that 
rashly selling assets would not be beneficial for shareholder value because the imposition of 
corporate tax on gains on sale would result in an outflow of corporate value. If we immediately 
reinvested the recovered capital in a revenue-generating property, our income would decrease, 
and if we tried to maintain our income, we would end up investing in a high cap, high risk property. 
Pursuing profit from development would take time. We also believe that the credit generated by 
having unrealized gains is also essential for advancing large-scale redevelopment. 
 
Main questions and answers 

Q1. In the Medium-Term Management Plan, it was announced that the Company 
would emphasize ROE and the cost of shareholders' equity. Despite this, ROE 
was planned to fall gradually. This will probably negatively affect your stock 
price. What are your thoughts on this? What is the outlook for ROE from 2028? 

A1. Our intention is to strike a balance between ROE and financial soundness without 
increasing our financial leverage recklessly. Therefore, our basic policy is to increase 
ROA, but the level of return should vary according to the business portfolio. Since we are 
in a phase where upfront investment is piling up until the openings of large projects and 
we also have businesses that lag behind inflation such as railway, it is difficult for us to 
improve the ROA level at the moment. What we can do for better ROA is to focus on the 
internal growth of our existing businesses and promoting businesses with high ROA such 
as the fee business. Of course, we are not satisfied with the current ROE and ROA and 
plan to review and strengthen our business portfolio as well. In addition, we can benefit 
from developments undertaken by other companies. As the urban infrastructure improves 
due to other developersʼ projects, the value of Shibuya increases as well as the office 



rents of existing properties, resulting in a rise in ROA. Meanwhile, in terms of the cost of 
shareholders' equity, we will strengthen communication with investors and implement 
measures to lower our beta value. 

 

Q2. With what level of accuracy will you monitor ROA by business? Where is the gap 
between target and actual ROA and how do you intend to close the gap? 

A2. Currently we disclose ROA by segment but internally we manage ROA by business and by 
company. We need to subdivide our segment units further and indicate targets for 
individual businesses going forward. For example, in the real estate business, we need to 
separate out return for the real estate sales, leasing and property management. As it is a 
fee business, we expect a higher ROA for property management. Given that the real 
estate sales is a volatile business, we also need to discuss a target ROA for the real 
estate business excluding the real estate sales business. We intend to set targets 
according to the volatility and growth potential of businesses. 

 

Q3. Have you considered updating the FY2030 numerical targets set out in the Long-
term Management Initiative announced in 2019? I think that the lack of medium- 
to long-term targets while falling behind schedule on large-scale redevelopment 
projects is contributing to the slow growth of your stock price. 

A3. Due to the COVID-19 pandemic and project schedule changes, the environment we face 
today is quite different from when the Long-term Management Initiative was formulated. 
In the initiative, we set targets such as operating profit of 150 billion yen and net income 
of 100 billion yen, and we would still like to be acutely aware of achieving the net income 
target. Recently, our net income reached 80 billion yen. We believe our net income has 
grown naturally without overreliance on capital gains from real estate sales, etc., and this 
must be a positive situation. At the moment, there are no concrete moves to update the 
initiative yet; however, we intend to consider disclosing long-term numerical targets. 
When officially updating the initiative, we would want to stress our ability to generate 
profit naturally and the effect from the completed properties. Disclosing long-term 
targets for indicators such as ROE is also necessary. 

 

Q4. In this latest financial results announcement, you disclosed numerical targets 
through to FY2027. Going forward, will you continue disclosing targets for the 
coming three years in the same way? Or are you going to keep formulating a 
Medium-term Management Plan? 



A4. This time, we used the current Medium-term Management Plan as a basis for producing 
numerical targets for 2027; the figures are less accurate than three-year targets in the 
plan which were produced through aggregation. An annual rolling plan would be ideal; 
however, giving it is like formulating a Medium-term Management Plan every year and 
involves a huge workload. We also think it's not good that information a little further 
down the road gets lost as the plan progresses and we intend to disclose additional 
information going forward although it may be less accurate. Moving forward, we will 
continue formulating a formal Medium-term Management Plan and continue producing 
targets through aggregation. There is room for discussion around whether to make the 
Medium-term Management Plan a 3-year plan or a 5-year plan. 

 

Q5. Tokyu Corp. has set out a strategy of seeking to create a conglomerate premium 
but, in the market, conglomerates seem to trade at a discount. Give details of 
any measures for creating a premium. 

A5. The conglomerate premium or discount varies depending on the calculation method, but 
we will be conscious of two aspects: removal of discount factors and creation of a 
premium. For removing discount factors, we are considering disclosing ROA targets for 
each segment and, in our meetings with investors, we intend to break down segments 
further and increase the transparency. Also, in dialogue with overseas investors, we have 
been told that the private railway business model is difficult to understand. We intend to 
communicate more to gain their understanding for our business model. As for the 
creation of premium factors, we have set out a “regional” conglomerate strategy. Tokyu 
Corp.'s main strength is high brand awareness in its business areas. For example, Tokyu 
Power Supplyʼs strong performance partly results from the fact that it had a strong 
customer base to begin with and also could leverage customer organizations such as 
TOKYU ROYAL CLUB. Going forward, we will continue strengthening collaboration 
among our businesses to generate additional revenue and work to create a premium. 

 

Q6. In dialogue with investors, what are the areas in which you feel Tokyu Corp. is not 
properly rated and what areas would you like investors to pay more attention to? 

A6. Currently, we feel the low volatility of our business portfolio is not getting across and only 
the messaging around the ROE target is getting through. Since the railway and hotel 
businesses were dealt a blow by the COVID pandemic, there could also be a perception 
gap around whether our business has really low volatility. Another issue is that the shorter 
perspective and time horizon of investors do not align with our businesses. We would like 
to explain such matters properly in our IR activities. Since individual investors have also 



told us that our dividend level and dividend yield are low compared with other companies, 
we will consider increasing them based on an assessment of demand for funds. Investors 
take the view that, with the development in Shibuya being delayed, there will be no catalyst 
for growth in the short term; however, no matter who the developer is, various population 
growth from developments in Shibuya will boost the revenue for our business. We would 
like to keep stressing that. 

 

Q7. While other private railway companies are putting emphasis on the asset 
turnover-type real estate business, Tokyu Corp. appears to have distanced itself 
from that. Please explain your views on the asset turnover-type business. 

A7. We do not reject the asset turnover-type business. PER, however, tends to fall as the 
proportion of real estate sales increases, so our goal is to position profit from the real 
estate leasing business as a base and to add sales profit as a plus alpha. Additionally, 
the sale of tenant-occupied properties results in an outflow of corporate value equivalent 
to the corporate tax charged on the gain on sale. When executing a sale, it is necessary 
to consider countermeasures including a tax plan. However, contributions to Tokyu REIT 
are a possible countermeasure, allowing us to participate in the fee business. Financial 
institutions and other business partners who have a great deal of understanding for our 
development in Shibuya and the Tokyu line areas and with whom we can continue 
participating in the fee business are also potential solutions.                        
We are also engaged in the asset turnover-type business for rental apartments and small 
and mid-sized buildings. Rental apartments are also essential infrastructure for attracting 
population to the Tokyu line areas, so we renovate the properties into STYLIO brand and 
then sell them. The goal is capital gains and the fee business, with Tokyu Corp. as 
property manager. We also attach importance to the housing sales business to attract 
population to the areas and will continue to pursue this business mainly in our areas. 

 

Q8. What is the strategic significance of making Tokyu REIT into an equity-method 
affiliate? Will there be any change in relations as a result of Tokyu REIT 
becoming an equity-method affiliate? 

A8. Regarding our relationship with Tokyu REIT, we have always been Tokyu REIT's main 
sponsor and relations will not change with Tokyu REIT becoming an equity-method 
affiliate. Our Medium-term Management Plan sets out a strategy of strengthening 
cooperation with Tokyu REIT and this also means strengthening our sponsorship. Back 
when Tokyu REIT was established, we held 10% of its investment units but this stake has 
fallen to around 5% as Tokyu REIT has engaged in public offerings. We have increased 



our ownership stake to 10% and then made additional purchases to increase our stake to 
15%. Since the current investment unit price is undervalued when compared to P/NAV, 
investing in Tokyu REIT is also more efficient than investing in actual real estate.  

 

Q9. What is the outlook for interest-bearing debt? Your financial results briefing 
materials show interest-bearing debt reach 1.3 trillion yen in FY2027. Given the 
peak of investment, interest-bearing debt is expected to increase even more in 
the future. How much more are you planning to increase it? Are you considering 
equity finance or other methods as well as any measures to curb the increase in 
debt? Also, what would be the impact on shareholder returns? 

A9. We intend to strike a balance between maintaining financial soundness and ROE, and our 
policy is to maintain our current financial soundness as much as possible without being 
excessively leveraged. We are not currently considering equity finance.  
In terms of investment in the redevelopment of Shibuya, we expect to invest around 600 
billion yen over the coming 10 years and demand for funds will be high around FY2030. 
Until then, we will increase our capacity to generate cash flow through internal growth, 
and any dramatic increase in interest-bearing debt is envisaged. As for shareholder 
returns, we will consider expanding them based on an assessment of profit growth driven 
primarily by internal growth. This fiscal year, we plan to implement share buybacks of 10 
billion yen again, and we will also remain conscious of the total return ratio. 

 

Q10. I guess that changes in the Shibuya Redevelopment Project schedule also push back 
the timing of cash outflows. I think you have funds to spare at the moment. If you 
divert these funds to other cash outflows, how would they be used? 

A10. When we have spare cash flow, we will decide how to use it based on the status of 
various indicators such as the level of interest-bearing debt. We also want to be ready to 
take action when a contrarian investment opportunity comes, so our basic approach is to 
consider appropriate cash allocations while at the same time maintaining a degree of 
financial soundness. If our profits increase, we will return spare cash to shareholders. 
One of the reasons our share price is weak lately is probably that competitors have 
enhanced shareholder returns and we are lagging behind. We have already told you about 
our policy of aiming for a dividend payout ratio of 30% in the medium- to long-term and 
we will steadily implement this. In our consideration of shareholder returns, we will also 
strike a balance between dividends and share buybacks. 

 



Q11. What KPIs and indicators should investors monitor to judge whether internal 
growth is on track? 

A11. As regards internal growth targets, we cannot present any at this moment although 
various individual measures are underway. Regarding KPIs, going forward, we intend to 
break down our reporting segments further in order to show internal growth in detail, and 
to show the actual strength of each business, including ROA and indicators by business. 
We also intend to disclose ROA by area. 

 

Q12. Tokyu Corp. is often compared with companies in both railway and real estate 
industries. Do you have any ideas on how to show corporate value based on NAV? 

A12. We are considering disclosing NAV-related indicators such as adjusted BPS per share. 

 

Q13. How will you translate investment in human resources into improvement in 
Tokyu Corp.'s value? Any updates on your approach to human resources? 

A13. Having labor-intensive businesses, we are committed to investment in human resources 
and improvement of labor conditions in the belief that it will make us more competitive. 
Our labor cost per employee has risen around 10% through measures such as the lump-
sum payments to employees in March. Retention of human resources is an issue, but we 
work on enhancing employee benefits including dormitories and company housing. 

 

Q14. In the railway business, expenses will likely increase in the future due to inflation. 
How will you reduce fixed costs? Do you have any measures for reducing fixed 
costs, for example, performing maintenance jointly with other companies? 

A14. We have already finished installing disabled access and platform doors. While there are 
still some work to be done, we have made progress relatively quickly and have an 
advantage. One example of reducing fixed costs is switching from an ATC signal system 
to a CBTC signal system, which enables communication using on board equipment and 
reducing trackside equipment. This will reduce both investment and maintenance and is 
also effective for getting trains back on schedule. We intend to promote collaboration 
with other companies too. Maintenance operations are one potential area, but we would 
like to standardize the specifications in advance with direct transit service partners, so 
that when it comes to actually investing, the cost of the equipment will be cheaper.  

 



Q15. It seems that to improve the return of the railway business in the future, you will 
need to revise the fare system itself. What do you think? Considering the rise in 
wages and repair costs, I think it will be difficult to grow with the population 
increase in the Tokyu line areas alone. In fact, companies where the railway 
business accounts for a large part of total business tend to have a greater stock 
price discount. Do you have any views or countermeasures in this regard? 

A15. We need to consider what kind of fare system is best as the price level rises. Reasonable 
profit under the total cost method was around 6% in ROE terms at the time we filed our 
application for fare revision. Given that an ROE of 8% or more is a stock market requirement, 
we will remain conscious of this as an issue. By the way, our fares are relatively cheap 
compared with other Kanto private railway operators. Although the population in the Tokyu 
line areas will not decline for some time yet, we believe that there is a certain tolerance 
for our price revisions even if the population starts to decline and the number of 
passengers declines, meaning we are potentially risk tolerant 

 

Q16. I recognize that construction costs are rising and that in some cases price pass 
through is reaching its limit and the balance between income and expenditure in 
the residential sales business is deteriorating. What is your view on residential 
selling prices in the future? 

A16. The residential sales business in the Tokyu line areas also serves to attract population to 
the areas, and we remain committed to it in the future. Residential selling prices will 
change depending on the extent of wage growth. Since it is unlikely that wages will 
continue growing at the current pace, we need to brace ourselves for a phase where prices 
hit a ceiling and our profit margin falls. Accordingly, product planning will be important in 
the future. One example is properties with a fixed-term land lease right at an affordable 
price. We provided a condominium with a 70-year fixed-term land lease in Minami-Machida, 
which has sold well. Since some landowners want to utilize their land but do not want to 
sell it, diversification of product planning capturing such opportunities is also important. 

 

Q17. Given your high level of investment in Shibuya, etc., do you intend to increase 
your investment overseas in the future? 

A17. In our overseas investments, it is best not to actively invest fresh funds but rather to 
reinvest funds recovered locally. Also, for overseas businesses, it is important to 
collaborate with excellent local partners to achieve long-term, in-depth localization. We 
think that business expansion in different regions is risky, and first, we intend to 



strengthen business in the countries we currently operate in. In our view, entering 
overseas business just because Japan's population is shrinking is simplistic. With our 
experience of withdrawing from overseas business, we understand that when we operate 
business overseas, we are foreigners, and it is difficult for us to obtain primary 
information about the local market from the outset. In order to obtain primary information 
and conduct business as a foreign company, it is important to take the time, invest 
human resources, and find a good partner to secure high quality land. In fact, we have 
sent more than 10 individuals from Japan and employed almost 500 people locally in 
Vietnam. In Binh Duong New City, we work on high-rise condominiums, which are not a 
specialty of local companies. Because of this track record, we get approached by other 
local companies. As this happens, what was initially high risk and high return gradually 
becomes less risky and eventually becomes low risk and high return. We are currently at 
the middle risk and high return stage. It is important to choose locations where we can 
show our strength and commit for 10 or 15 years. 

   

Q18. In regions of Japan outside of Tokyo, you are engaged in the hotel and 
concessions businesses. How will you allocate funds to the different regions to 
grow business in the future? 

A18. Not rejecting investment in areas outside the Tokyu line areas, but we intend to invest in 
areas where population growth is expected. Residential population growth is unlikely in 
regional cities, so other types of population such as tourists to be expected. We would 
like to dig deeper into the areas where we have access to primary information and 
relations with the government, including the areas where our hotels or airports are 
concentrated. More specifically, Sapporo and Sendai, Nagoya, Izu, Kyoto, and Okinawa 
will be targeted for investment. In these areas, we would like to apply our cyclical 
business model to increase revenue opportunities. Moreover, the airport business had 
been in the investment phase, but Sendai International Airport moved into profitability in 
this fiscal period. Those in Hokkaido are also gradually coming back. For airport growth, 
attracting inbound lines is key. In the concession business, the contribution to earnings 
increases and ROA improves later on due to the initial investment. The impact on our 
overall financial position is not large, but we can look forward to it. If we get into 
developing the areas surrounding airports, we can also expect further possibilities. 

 


