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Presentation 

 

Moderator: Thank you very much for taking time out of your busy schedules today to participate in the 
financial results briefing for the fiscal year ended November 2024 of Tosei Corporation. 

We are holding this online financial results presentation in a live-streaming format via Zoom. If you experience 
delivery interruption or video freeze while viewing, please wait a moment and try accessing the site again. If 
you have any problems with the video or audio and could not watch the video sufficiently, please watch the 
video we will post on our website at a later date. 

I would like to explain how we will proceed today. First, we will provide an explanation of our company's 
business activities in accordance with the materials, followed by a question-and-answer session. Questions 
can be submitted at any time from the Q&A function at the bottom of the screen after the start of the 
explanation. Please include your company name and full name when you send us your information. The 
question contents will not be disclosed to other participants and we will read them on the inquirer’s behalf. 

The presentation materials can be found on our website, so please refer to them. The financial results briefing 
for today is scheduled to end at 17:00. 

Next, I would like to introduce today’s speakers. Seiichiro Yamaguchi, President and CEO. Nobuto Fujiwara, 
Managing Executive Officer, in charge of Corporate Management Department. A total of two people. 

Fujiwara, Managing Executive Officer, will now provide an overview of the financial results for FY2024, which 
begins on page three of the financial results presentation. Please go ahead. 

Fujiwara: I am Fujiwara, Managing Executive Officer. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
3 

 

 

I would like to provide an overview of our financial results for FY2024. Please refer to page four. 

These are the highlights of the financial results for FY2024. Bar graphs of revenue and profits are lined up for 
the past three years. From the top left, revenue and operating profit, and from the bottom left, profit before 
tax and profit for the year. Revenue was JPY82.1 billion, up 3.5% from the previous year, and profit before tax 
was JPY17.3 billion, up 13.4%. 

The initial forecast for profit before tax was JPY16.5 billion, which was revised upward to JPY17.2 billion in 
November of last year, and we landed at JPY17.3 billion, slightly above the revised forecast. ROE is shown 
above the bar graph of profit for the year, which also exceeded the initial plan of 13.0%, at 13.9%. 

On the right side of the page, there is a bar graph showing operating profit by segment and stable business 
ratio. I will explain each segment separately later, but I would like to briefly explain the overall picture of our 
business for FY2024 on this page. 

Of the operating profit for FY2024 of JPY18.4 billion, JPY5.9 billion at the bottom of the bar graph represents 
operating profit from the revitalization business. Profit appears to be down from JPY8.8 billion in the previous 
year at left. However, if we look at the trading business as a whole, which includes the revitalization business 
at the bottom of the bar graph and the development business at the second from the bottom, we can see 
that profits increased by JPY1 billion or 10% from the previous fiscal year. 

Looking at the past three years, the overall trading business has been structured to ensure stable growth by 
increasing the revitalization business when the number of projects in development business is low and slightly 
restraining the revitalization business when the number of projects in the development business is high. 
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We also consider businesses that are less directly affected by real estate price fluctuations as stable business. 
As a brief explanation, the rental business in the light purple section showed a profit of JPY4 billion, exceeding 
the initial plan. The property management business, which is shown in green, shows a profit of JPY1 billion, 
exceeding the initial plan as well. 

The JPY3.8 billion shown in pink is for the  fund and consulting business, which saw a decrease from JPY4.5 
billion in the previous fiscal year. The plan was initially lower than the previous fiscal year due to the absence 
of the large-scale Otemachi Place project and logistics fund project in the previous fiscal year. Operating profit 
was almost in line with the initial plan of JPY3.9 billion, although slightly lower.  

Finally, the hotel business, which is shown in brown, performed well, with operating profit of JPY2.2 billion, 
double the JPY990 million earned last year. 

The stable business ratio is set at over 45% in the medium-term plan, and in FY2024, it was 50.5%, with half 
of the profits coming from the stable business. 

 

Now please turn to page six. This is the revitalization business. Revenue totaled JPY37.2 billion, down 21.7% 
from the previous year. Operating profit decreased 32% YoY to JPY5.9 billion. 

As you may know, we planned to curb our revitalization business somewhat this fiscal year, as our 
development business was expected to grow significantly from the previous fiscal year. In addition, during the 
period, the timing of sale was postponed to the next fiscal year strategically for some properties. The gross 
profit margin was 24.7% as shown in the line graph on the left. Since it was estimated at 20% in the initial plan 
and properties sold very well earning high gross profit margin, sale of some properties were strategically 
postponed to the next fiscal year. 
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As for properties for sale, as shown in the photo on the right, we sold two whole buildings to Tosei Reit and 
38 properties to general customers. The yellow portion of the bar graph shows pre-owned condo units with 
revenue of JPY12.4 billion. The transaction of pre-owned condo units, operated by our group company, 
Princess Square, has been performing well in terms of gross profit margin. 

 

Please refer to page seven. This is the development business. Revenue totaled JPY16.6 billion, up 129% from 
the previous year, and operating profit was JPY4.9 billion, up 378% from the previous year. 

The yellow portion of the revenue bar graph below shows a significant increase to JPY13.3 billion for whole 
building property. 

T's Logi Ome, a logistics facility developed by the Company, and a commercial facility in Jiyugaoka, the photos 
shown on the right, were sold to a variety of investors, including overseas funds and other crowdfunding 
companies. In addition, two wood-frame rental apartments, which were not included in the initial plan, were 
sold. The revenue of the wood-frame apartment buildings were around JPY300 million per building, and 
leasing proceeded very quickly after completion, enabling us to sell the buildings to investors quickly. 

The dark blue bar graph shows revenue of detached houses for sale, etc., amounting to JPY3.3 billion. 
Although the pace of sale of detached houses has slowed somewhat, we have started to sell detached houses 
for the high-end market, selling houses for JPY170 million per unit or JPY150 million per unit in areas such as 
Gakugei Daigaku and Denenchofu. The gross profit margin on detached houses we have handled to date has 
been around 20%, while that on high-end detached houses has been 30% to 35%, indicating very strong sales. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
6 

 

 

Please see page eight. This is the progress of acquisition in the revitalization business and the development 
business. The expected disposition value of properties acquired and delivered this fiscal year was JPY83.1 
billion. Our acquisition target for this fiscal year was JPY100 billion on a delivery basis, but we have about 
JPY20 billion in properties that have been contracted but not yet delivered. Including these undelivered 
properties, total acquisition was JPY103.1 billion. 

In addition, we are focusing on purchasing properties through business succession support and M&A. In the 
current fiscal year, we acquired 25 income-generating office properties through business succession support, 
with expected disposition value of JPY12.9 billion. Approximately 15% of total acquisition are made through 
the use of financial measures such as business succession support and real estate M&A. 
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Please see page nine. This is the rental business, which is positioned as a stable business. Revenue totaled 
JPY8.2 billion, up 20% from the previous year. Operating profit was JPY4 billion, up 26% YoY. Rental revenue 
increased due to a revision of sale plan of inventories and the contribution of high-yield properties acquired 
in the Q2 through business succession support and other purposes. 

In the bar graph of revenue below, rental revenue from fixed assets and rental revenue from inventories are 
shown separately. In the case of inventories, the rents received while holding the properties in the 
revitalization business and development business are recorded in the rental business. Only the sales revenue 
is recorded for revitalization business and development business. 

On the right side, you can see the breakdown of rental properties, and below that shows the breakdown of 
changes in rental properties. You can see there are 17 new acquisitions, 19 acquisitions through M&A, etc., 
and a decrease of 31 properties due to sale, etc., from the 114 rental properties in the end of the previous 
fiscal year. The total number of rental properties at the end of the period was 123. 
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Please see page 10. This is the fund and consulting business. Revenue totaled JPY6.8 billion, down 7.1% from 
the previous year. Operating profit was JPY3.8 billion, down 16.1%. As I mentioned at the beginning of this 
presentation, we had planned for a decrease in profit as a reaction to last year's home run deals such as 
Otemachi Place and the logistics fund, and we have almost achieved the planned figures. 

As for the balance of AUM, new contracts totaled JPY301.2 billion, approximately 85% of the JPY350 billion 
planned at the beginning of the fiscal year. Sales totaled JPY209.8 billion, exceeding the initial plan of JPY150 
billion, bringing AUM to JPY2.4 trillion. The initial plan was for a net increase of JPY200 billion from the end of 
the previous fiscal year, but due to the progress of sales, the increase was only JPY91.3 billion over the 
previous fiscal year. 
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Please refer to page 11. This is the property management business. Revenue totaled JPY8.6 billion, up 10% 
from the previous year. Operating profit was JPY1 billion, up 27% YoY. The number of properties under 
management increased by 105, to 963, mainly due to the transfer of the property management business of 
general companies through business succession support. 

In addition, as shown in the bar graph of revenue, PM and BM fees increased due to a strong increase in the 
number of properties under management, and in addition, we have been actively marketing proposals for 
facility renovations to our clients, which has enabled us to secure spot income such as repair works and leasing 
commissions, resulting in steady performance.  
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Please see page 12. This is the hotel business. Revenue was JPY6.3 billion, up 51% YoY; GOP was JPY3.3 billion, 
up 63% YoY; and operating profit was JPY2.2 billion, up 122% YoY. 

As shown on the right side of the page, we currently operate a total of eight hotels, including Kanda, Ueno, 
Makuhari, and Asakusa, all of which have achieved their targets in terms of average room rate (ADR) and 
occupancy rate. In addition, due to a full-year operation of Tsukiji Ginza Premier, both revenue and profits 
have reached record highs. 

Tsukiji Ginza Premier is a hotel of one class above the regular COCONE brand with 203 guest rooms, a 
restaurant with counter, banquet and meeting rooms, and a bathhouse with sauna. The hotel just opened in 
September of 2023, and the average occupancy rate for the first three months after opening was 55%, but in 
FY2024, the occupancy rate rose to nearly 80%. The hotel business has performed very well thanks to this full-
year operation of Tsukiji Ginza Premier and improved occupancy rate. 
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This is the end of the explanation of each business segment, and starting on page 13, we will explain the 
balance sheet. The balance sheet shows total assets of JPY276.8 billion, an increase of JPY31.4 billion from 
the end of the previous period. Inventories increased by JPY28.5 billion to JPY146.8 billion, mainly due to the 
acquisition rather than sale of inventories, and fixed assets also increased slightly. 
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Page 14 shows liabilities and equity. Interest-bearing debt increased by about JPY19.3 billion to JPY165.9 
billion due to an increase in inventories. Total equity was JPY90.8 billion, an increase of JPY12 billion due to 
the retained earnings, resulting in a net increase of JPY8.5 billion after deducting dividends and other items. 

The equity ratio was 32.7%, down 0.8 points from the previous year, and the net D/E ratio was 1.45 times. 
Regarding the equity ratio of 32.7%, we are maintaining financial soundness, and we believe that the current 
equity ratio of around 35% is appropriate, rather than lowering the equity ratio or increasing leverage in the 
future. 
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Please refer to page 15. In terms of the disclosure of inventories which is the future source of revenue, the 
book value of the properties we own is JPY146.8 billion, which consists of 202 properties and 604 units. They 
are shown in the breakdown of asset type such as office, commercial facility, and condominium both for the 
revitalization business and development business. 

The estimated book value on completion is JPY173.2 billion, after adding future construction and value-add 
costs to the book value of the property held. We assume that the sales of these properties will generate 
JPY222.2 billion worth of revenue. The gross profit margin assumption here is 22%, and given that the average 
actual gross profit margin shown below that for the past three years (November 2022 - November 2024) was 
25.9%, we have set a profit level that is conservative enough to be feasible. 

Also, please refer to the pie chart in the lower left corner, which shows graphs by property type, area, and 
size. 
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Page 16 is a bar chart showing changes in inventories. Since around 2017, we have been diversifying our asset 
types according to the market, such as hotels, logistics facilities, and pre-owned condo units, and the balance 
is steadily increasing. 
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Page 17 shows the fixed assets. The fixed assets include 37 properties with a book value of JPY70.5 billion, 
and we estimate the fair value to be JPY153.1 billion. 

As for changes from the previous period, the GOP of the hotels owned has improved, and as a result of a 
review of valuations based on GOP results, the unrealized gains on the hotels have increased significantly. 

The unrealized gains at the end of November 2024 is JPY82.5 billion, but if it were sold, the unrealized gain 
after tax would be JPY55.3 billion after deducting corporate tax. The lower left corner shows the total equity 
and unrealized gains per share. The total equity per share is JPY1,867, and the unrealized gains per share is 
JPY1,141, resulting in the estimated total NAV of JPY3,009.  
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Page 18 shows the borrowings from financial institutions. The average borrowing rate was 1.321%, up 0.247 
points from the end of the previous fiscal year, due to an increase in funding rates as the Bank of Japan 
normalizes its monetary policy. 

The graph of average borrowing rate shows the weighted average borrowing rate for all outstanding loans as 
of the end of each period, but the real interest rate, which is the actual interest paid during the period divided 
by the average outstanding interest-bearing debt during the period, was 1.15% in the previous fiscal year and 
1.27% in FY2024, which means that the real interest burden was +0.12 points.  

Since the negative interest rate was lifted in March of last year, the policy interest rate was raised to 0.25% in 
July, and the short-term prime rate was subsequently raised, interest rates have been rising in stages. As a 
result, borrowing rate for the Company has been raised.  

With regard to average borrowing periods, fixed assets and inventories are 15.8 years and 5.8 years, 
respectively. On the right side of the page is the changes in the balance of borrowing. We have been able to 
borrow from financial institutions for a sufficient period and amount to conduct our business. 

That’s all for the explanation. 

Moderator: Thank you. Yamaguchi, President and CEO, will begin the explanation on the following page. 

Yamaguchi: Hello, everyone. I’m Yamaguchi as introduced just now. I would like to focus on the business 
development for FY2025 and the revision of the medium-term management plan through FY2026. 
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Now, please turn to page 23. This is an upward revision of the medium-term management plan. On the left is 
the initial plan and on the right is the revised plan. 

As for revenue in the top row, the initial plan on the left was to increase revenue from JPY92.1 billion to 
JPY123.2 billion in FY2026, and the plan has been revised to increase revenue from JPY82.1 billion in the 
previous year to JPY123 billion in the final year. Revenue for the final year remains almost unchanged. The 
second row, profit before tax, was initially planned to start at JPY16.5 billion and end at JPY19 billion, and as 
shown in the right-hand column, the plan was revised upward to start from the result of JPY17.3 billion in the 
previous fiscal year, to JPY18.8 billion for the current fiscal year, and end at JPY20.2 billion in the final year. 

In terms of ROE on the third row, the initial plan on the left side was over 12% with 13% in the first year, 
followed by 12.7% and 12.5%. The plan was revised to maintain over 13%, with the result of the previous fiscal 
year of 13.9%, followed by 13.5% and 13.2% target.  

Although the ROE ratio is slightly lower toward the final year, this is due to our conservative estimate of the 
profit margin of the trading business in the third year, compared to the historical average. 

As for the stable business ratio in the fourth row, the target remained at over 45%, but the actual result for 
the previous period was 50.5%, as explained by Fujiwara. 

Equity ratio, net D/E ratio, and dividend payout ratio are as stated for your reference. 
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Page 24 is a simulation of the medium-term management plan by segment. Please refer it later. I will explain 
each segment on the following pages. 
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Please see page 25. This is the progress of the medium-term management plan, in which we are now in the 
second year.  

As Fujiwara explained earlier, the first-year performance summary in the upper row shows that profit before 
tax, in particular, reached JPY17.3 billion in the previous fiscal year, marking the third consecutive year of 
record high. 

As for the topics in the lower part, I would like to mention only a few key points. We concluded capital and 
business alliance agreement with Nagoya Railroad Co., Ltd. This business alliance is already having a positive 
effect, and we are planning to launch this month a real estate crowdfunding project incorporating Nagoya 
properties owned by the Nagoya Railroad Group. 

In addition, we are focusing on DX as shown in the middle row, and in the previous fiscal year, we started 
transaction of security token through ODX, the Osaka Digital Exchange. We have already issued two security 
tokens at the Digital Stock Exchange in Singapore, and in addition to Singapore, we started transaction through 
the Osaka Digital Exchange. We are also in the process of steadily building up to 10 crowdfunding funds. 

Shown at the bottom is the promotion of sustainable management. In addition to acquiring various 
environment-related certifications such as BELS, DBJ, and CASBEE, we are also promoting eco-funds such as 
Green × Value Up Residential Fund. 

In addition, various measures are being taken to reform the way people work to realize flexible work styles. 
As shown at the bottom, the Company has been selected as a constituent of MSCI Nihonkabu ESG Select 
Leaders Index, a benchmark for ESG investments used by GPIF.  This follows the inclusion in the FTSE Blossom 
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Japan Index, FTSE Blossom Japan Sector Relative Index, and JPX-Nikkei Mid and Small Cap Index. As a result, 
we are currently incorporated into 4 indexes.  

 

Page 26 is a recognition of the business environment for this fiscal year, and I will go through only the key 
points.  

First, regarding favorable factors in the business environment, the Bank of Japan's lifting of the zero interest 
rate and the increase in the policy rate to 0.25% last year caused interest rates to rise. However, since the 
speed and extent of the increase were very moderate, investment stance of domestic and overseas real estate 
investors remains very aggressive. 

In addition, rents have been rising during the inflationary phase, and investors are increasingly hoping that 
rising rents will offset rising interest rates. 

As for the fourth favorable factor, the balance of global assets under management are currently huge, totaling 
JPY19 quadrillion, and the global trend is for alternative investments to account for about 20% of the total 
assets under management. This is a tailwind for the inflow of funds into real estate in terms of the alternative 
investment such as real estate, PE and hedge fund. 

In addition, we have seen a large amount of dry powder, standby funds, from overseas investors in our fund 
business that have not yet invested, which we consider positive for the current fiscal year. 

And fifth, looking at the GPIF's alternative investment situation, we believe that it is positive for the real estate 
sector. 
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In terms of the concerns shown in the lower section, concerns about global political instability are 
immeasurable, so I will refrain from commenting on them except to say we will keep an eye on it. The most 
immediate concern in the real estate industry is the soaring cost of construction. Although the rise in steel 
and some other materials has slowed down, the overall rise in construction costs has not yet been resolved, 
and we need to keep a close eye on the situation. 

 

Next, on page 27, is the weather forecast for the real estate market, which I will explain briefly. 

The first point is the office market in the upper row. Since the convergence of the COVID-19, the market has 
been recovering quite well, but we have put sunny with partial cloudy mark for now. The reason for the cloudy 
mark is that there will be a large supply of 1.19 million square meters, or 350,000 tsubo, in 2025, the first time 
since 2023, so we took into account a slight oversupply. However, in fact, the market absorbed the large 
supply in 2023, so I am optimistic about the large supply in 2025. 

The sunny marks are rental apartment, hotels, which are driven by inbound demand and the weak yen, and 
private placement funds in the lower row. Private placement funds have also been stimulated by the 
alternative investments I mentioned earlier, and there was also a report last year that Tokyo ranked first in 
terms of real estate investment volume. We are taking a positive view of the APAC fund, as Tokyo, or Japan, 
is very likely to be selected as investment destination, partly due to the decline in the Chinese market. 
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I will begin explaining our full-year earnings forecast for the current fiscal year on page 28. The middle column 
shows our forecast for FY2025, and we have revised our forecast upward, with revenue of just over JPY102 
billion, operating profit of JPY20.6 billion, and profit before tax of JPY18.8 billion. 

We are finally going to be a company with revenue of JPY100 billion and operating profit more than JPY20 
billion, and we would like to enter a new stage of growth. 

I will explain the details on the following pages. 
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Page 29 shows our mainstay, the revitalization business. For the current fiscal year, revenue is expected to 
jump from JPY37.2 billion in the previous fiscal year to JPY46.6 billion. 

We are a company that controls revenues and profits in the entire trading business, which combines 
revitalization business and development business, and we expect revenue to jump up for our revitalization 
business as well in the current fiscal year. 

Although it has been less than two months since the start of the current fiscal year, the real estate market 
and our business have been very strong, and in Q1, we expect to close contracts for approximately 40% of the 
annual sales plan, so we are making very steady progress toward achieving our business performance targets. 
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Continuing on page 30 is our development business. The bar graph in the middle shows the plan to jump up 
from JPY16.6 billion in the previous fiscal year to JPY24.9 billion. Of the JPY24.9 billion in the current fiscal 
year, JPY17.3 billion as shown in yellow in the bar graph, is planned for the sale of nine whole buildings, eight 
of which are already under contract. Therefore, our mission for the current fiscal year is to sell detached 
houses solidly. 

Eight whole buildings are already under contract, so we believe that the probability of achieving the target is 
also quite high. 
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Page 31 describes the pipeline of development business. From logistics facilities to detached houses for sale, 
we have secured a pipeline equivalent to JPY82.1 billion in expected deposition value as shown in the bottom 
right-hand column. 
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Page 32 shows the acquisition plan for the current fiscal year. In the previous fiscal year, we were able to 
acquire JPY83.1 billion on delivery basis, and we are planning to acquire JPY100 billion in the current fiscal 
year and JPY105.5 billion in FY2026, as shown in this bar graph. 

As for topics, the right-hand side shows M&A results. As shown in the upper row, we have a track record of 
17 real estate M&A projects, and we have received preferential negotiation for two projects and are in the 
process of executing them. 

The middle column, regarding M&A of business companies, shows the results of four deals. This includes the 
Princess Group, which is still contributing to our business performance, and the asset securitization business 
of LIXIL Realty, which we acquired as a result of LIXIL's business portfolio review. 

At the very bottom shows consulting M&A related to business succession, in which we have conducted 9 deals. 
The total number of deals, including those in progress, is now 32. Tosei's M&A execution capabilities and 
knowledge have gained a good reputation in the market, and we intend to continue to gather more 
information. 
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Page 33 shows the real estate fund business. As shown in the bar graph on the left, the plan is to increase 
revenue from JPY6.8 billion in the previous fiscal year to JPY7.2 billion. 

In the right column, you will find a graph of the balance of assets under management. Our target for the 
current fiscal year is JPY350 billion in new contracts and JPY150 billion in sale, which is a net JPY200 billion 
increase in AUM plan. 

Last year, we had JPY300 billion in new contracts, compared with our target increase of JPY350 billion and 
JPY200 billion in disposition, for a net increase of less than JPY100 billion in AUM. For the current fiscal year, 
we expect a net increase of JPY200 billion. 

We are still in the middle of Q1, but based on estimates of the contracts that have been signed and those that 
are scheduled to be signed, new contracts have already exceeded JPY200 billion. We are determined to 
achieve the JPY350 billion target for the current fiscal year. 
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Page 34 shows the rental business and the property management business, which are our stable business. 
The rental business on the left side shows an increase in revenue from JPY8.2 billion in the previous fiscal year 
to JPY8.8 billion in the current fiscal year. In addition, the property management business shown at the right 
side has been steadily increasing the number of management contracts, and we forecast an increase in 
revenue from JPY8.6 billion in the previous year to JPY9.3 billion in the current year. We intend to grow these 
two businesses step by step. 
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Page 35 is for the hotel business. As shown in the bar graph, revenue is expected to increase slightly from 
JPY6.3 billion in the previous fiscal year to JPY6.5 billion in the current fiscal year. Although the hotel business 
is solid, we do not expect to open any new hotels in the current fiscal year, so the increase in revenue is among 
the eight hotels that are currently open. 

We have revised the forecast as we expect revenue to grow due to further ADR increase at the Tosei Hotel 
COCONE Tsukiji Ginza Premier, and the high expectation of an increase in occupancy rates. 

As for new hotels, we have plans to open a conversion hotel in Kamata in December, and we hope to increase 
the number of hotels step by step. 
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The above is an explanation of our business, but I would like to say a few words about dividends in terms of 
our shareholder return policy starting on page 36. 

For the current fiscal year, we plan to increase the dividend from JPY79 per share in the previous fiscal year 
to JPY89, with the dividend payout ratio of 33.7%, making steady progress toward the 35% dividend payout 
ratio for FY2026, as promised in the medium-term management plan. 

That is all for the explanation of the forecast for the current fiscal year and medium-term management plan. 
From page 37 onward, I would like to explain our efforts to enhance corporate value, which are of great 
interest to our shareholders and of which we are very much aware, and to realize management conscious of 
the cost of capital and stock price. 
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Please see page 38. This section describes the current status of management indicators related to the cost of 
capital. 

First, the ROE and ROIC graphs are shown in the upper left corner. Our cost of capital is estimated to be around 
8% based on the CAPM. ROE was 13.9% last year, exceeding the cost of shareholders' equity, and ROIC was 
5.3%, exceeding the WACC of 4%. 

The PBR on the lower left-hand side is also 1.31 times at the end of FY2024. 

The upper right-hand column shows Tosei's relative stock price. Tosei's stock price has outperformed TOPIX 
and the Tokyo Stock Exchange's real estate industry indexes. 

We are aware of the issues regarding the PER shown in the lower right-hand corner. The average PER of prime 
companies at the end of the previous period was 16.6 times and that of the real estate industry was 12.9 
times, while that of Tosei was 9.2 times. I would like to discuss the improvement of PER later. 
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Please see page 39. This is a logic tree for increasing corporate value, and we hope to improve PBR and PER 
by raising ROE and ROA. This is for your reference. 
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On page 40, again, we plan to exceed both the 8% cost of capital for ROE and the WACC for ROIC. As shown 
on the right, the ROE target has been revised upward from over 12% to over 13% based on our intention to 
aim for the management to keep it. 
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Please go to page 41. As I mentioned earlier, the PER is about 9 times, below the industry average of 12.9 
times. Our analysis is that the PER has not grown due to concerns about the high volatility of the trading 
business. 

In this regard, if you look at the lower left-hand corner, you will see that our trading business is very stable 
and has a historical record of steadily generating operating profit. Only in 2020, the COVID-19 pandemic 
caused a valuation loss of JPY7.7 billion, of which over JPY5 billion was mainly for hotels, but the value of these 
properties has already exceeded their book value. We would like to promote the market's understanding of 
the steady operating profit growth of our trading business through our investment techniques and decisions, 
and to achieve a higher PER. 

Again, we earn about 50% of our operating profit from fee businesses in our stable business which includes 
rental, hotel, fund and consulting, and property management. In light of this, we believe that we can certainly 
aim for a PER of around 13 times, as shown in the analysis on the lower right, and we will make a strong appeal 
to the market for our portfolio management. 
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Last but not least, let me explain page 42. I would like to discuss our group synergies and the potential 
shareholder value of the Group. 

The Tosei Group works together with Tosei itself, TAA which operates the fund business, and Tosei Community 
(TC) which operates property management business to enhance the overall group's profitability through inter-
group business synergies. The table above right shows the estimated potential stock prices for TAA and TC, 
two of the most important affiliates. 

For the TAA in the upper row, JPY3.52 billion in EBITDA and JPY70.4 billion at 20 times multiple. For TC, we 
estimate that EBITDA of JPY1.04 billion and value of JPY10.4 billion at 10 times multiple. 

Moving to the bottom part, if you look at the white column of the consolidated balance sheet, our capital is 
JPY90.5 billion, and if you break it down, the capital in the middle column for TAA and TC is JPY4.4 billion and 
JPY1.9 billion, respectively. We estimate that the potential value is JPY70.4 billion and JPY10.4 billion, 
respectively, as I mentioned earlier. In other words, we estimate that the JPY90.5 billion capital has a potential 
value of JPY220.3 billion, as shown in the rightmost column. The value per share is JPY4,546. 

We will do our best to promote market understanding of the synergies between our businesses and our 
potential value. 

This concludes my brief presentation. Thank you for your attention. 
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Question & Answer 

 

Moderator [M]: Now it is time to begin to answer your questions. I will read the question on your behalf.  

Participant [Q]: The first question. Regarding the growth of the real estate fund and consulting business, it 
seems that investors in Europe and the US are not as vigorous as in the past. How was the trend of investors? 
Please let us know of any changes in the competitive environment. Also, what is the probability of achieving 
the forecast for this fiscal year? 

Yamaguchi [A]: Thank you for your question. Investors in Europe and the US had a cautious attitude in the 
year before last, checking the investment environment after COVID, how the Bank of Japan's interest rate hike 
would compare with that of the Fed, and whether the liquidity of Japanese real estate would be secured.  

This has changed since last year, and I believe that most Europe and US investors have become more 
aggressive. Therefore, we believe that one risk in the competitive environment is that it will be difficult to 
acquire quality properties due to the large number of people who are eager to invest. 

Regarding the question of the probability of achieving the forecast for this fiscal year, it has only been a little 
over two months since the beginning of the fiscal year, but we believe that the probability of achieving the 
plan is high since we have already signed contracts and plan to sign contracts in H1 of the fiscal year exceeding 
JPY200 billion, compared to our target of JPY350 billion in new contracts. That is all. 

Participant [Q]: The second question. Your hotel business seems to be doing very well; at what rate do you 
plan to add more hotels in the future? What types of hotels and areas are you considering for new hotels? 

Yamaguchi [A]: Thank you for your question. Our current new pipeline includes a hotel in Kamata, Ota-ku, 
which I mentioned earlier will be converted from an office building, and a hotel in Shintomicho, Chuo-ku, and 
a hotel in Chigasaki, Kanagawa Prefecture, which will be newly developed. We would like to make new 
investments in one or two new buildings per year in this and the next fiscal year, not limited to the three 
buildings in the pipeline, but since construction costs have not stopped rising, we hope to be able to acquire 
conversion-type hotels, which is our forte. 

In terms of the type of hotels for future development, for example, Chigasaki is a popular sightseeing area in 
Shonan, and is also the mecca of Southern All Stars, so we are considering a stay purpose hotel where guests 
can enjoy their stay at a hotel with contents unique to Chigasaki, in addition to hot bath facilities and a bar. 
In addition, for a hotel in Shintomicho, we are considering an unprecedented plan for inbound families, in 
which a room with 40 square meters or more that can accommodate four to five people and can also be used 
for cooking. That is all. 

Participant [Q]: Next question. Acquisition targets have remained flat, but has your acquisition stance turned 
cautious? In addition, you acquired many offices in the revitalization business in FY2024. Please tell us about 
your acquisition strategy for FY2025, including any differences from the previous period. 

Your equity ratio and net D/E ratio as of the end of FY2024 are a bit stretched compared to the baselines in 
your company's mid-term plan. How do you see the condition of BS? 

Yamaguchi [A]: Thank you for your question. The acquisition target is JPY100 billion for the current fiscal year, 
compared to JPY83.1 billion in the previous fiscal year, and a slight increase to JPY105.5 billion for FY2026. 
Although it would be easy to set a much higher target, we believe that a target of around JPY100 billion is an 
appropriate amount that will not disappoint you, in light of the current situation. 
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We take a comprehensive view of the equity ratio, net D/E ratio and other factors, as you mentioned in your 
question. Although the equity ratio is slightly stretched to 33% from our own standard of about 35%, the long-
term debt ratio has also increased, so we believe that there is no problem with our financial soundness. That 
is all. 

Moderator [M]: Thank you. The following question is the last one. 

Participant [Q]: You mentioned synergies from the capital and business alliance with Nagoya Railroad Co., Ltd. 
including joint projects and real estate investment in the Nagoya area. Can you give us an update on the 
progress? 

Yamaguchi [A]: Thank you for your question. We have established a Business Alliance Promotion Committee 
and are holding regular weekly meetings in order to realize joint projects. 

We have already examined around 30 assets in the Nagoya area, but at this point we do not have any specific 
projects that we are definitely going to invest in. We are verifying investment projects on a daily basis and 
hope to co-invest by the end of this fiscal year. 

In addition, Nagoya Railroad and we have just finished formulating guidelines for the amount of equity 
investment in last December, and we will do our best to implement the joint project. That is all. 

Moderator [M]: Thank you. Those are our answers to the questions. This concludes the question-and-answer 
session. Everyone, thank you for your questions. This concludes the financial results briefing for FY2024 of 
Tosei Corporation. Thank you very much for taking time out of your busy schedules to join us today. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [inaudible]. 
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3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or 
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized. 
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