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Highlights of Major Real Estate Companies’ Financial Results 
for Fiscal Year Ended March 2020 

 
The following is Japan Credit Rating Agency, Ltd. (JCR)’s perception of the current status and 
highlights for rating concerning the financial results for the fiscal year ended March 2020 (FY2019) and 
earnings forecasts for FY2020 of Japan’s five major real estate companies (collectively, the 
“Companies”): Nomura Real Estate Holdings, Inc. (“NREH”), Tokyu Fudosan Holdings Corporation 
(“TFHD”), Mitsui Fudosan Co., Ltd. (“MFC”), Mitsubishi Estate Company, Limited (“MEC”) and 
Sumitomo Realty & Development Co., Ltd. (“SRD”). 
 
1. Industry Trend and Impact of COVID-19 Pandemic 
The office building market has long been buoyant in central Tokyo. The average vacancy rate in 
Tokyo’s business districts (Chiyoda, Chuo, Minato, Shinjuku and Shibuya wards) as of April 30, 2020 
was 1.56%, staying below 2.0% for eighteen months straight. Yet, it rose for two months in a row after 
marking the lowest at 1.49% at February 29. As regards the average rent, it remains on the upward 
trend, reaching 22,820 yen per tsubo (approximately 3.3 square meters) as of April 30. According to 
the 2020 Survey of Large-scale Office Building Market in Tokyo’s 23 Wards conducted by Mori Building 
Co., Ltd. and released on May 25, the volume of new office supply for 2019 was 850,000 square 
meters, falling below the annual average of 1,030,000 square meters for the past years. It will increase 
to 1,870,000 square meters in 2020, which is second largest since the survey started, but a good 
increase in tenant leases implies that supply-demand balance is not likely to deteriorate drastically for 
the short term. However, it is also true that future uncertainty is growing due to the coronavirus 
disease (COVID-19) pandemic, thus requiring close attention to its impact. 

The number of condominium units supplied in the Tokyo metropolitan area stays at a low level. A 
survey by Real Estate Economic Institute Co., Ltd. (“REEI”) shows that it decreased 15.9% over the 
year to 31,200 units in 2019, first year-on-year fall since 2016. As a major factor possibly leading to 
this negative trend, on top of rising land prices, the surging and consistently large construction costs, 
etc. were passed on to selling prices. While properties achieving strong sales can be found in Tokyo’s 
23 wards, growth in the contract rate in suburban areas is slowing down. The first-month contract rate 
for the entire Tokyo metropolitan area exceeded 70%—an indication of good performance—only twice 
in 2019. REEI projects supply volume for 2020 to be 32,000 units, a 2.2% increase from 2019. That 
said, the pandemic is beginning to affect this volume. Monthly volume has been over 30% less than a 
year before so far this year; in particular, it more than halved in April. How much impact the pandemic 
will have is immeasurable, which suggests that the supply volume of condominiums in the Tokyo 
metropolitan area is even more likely to keep declining. 
 
2. Financial Results 
The combined operating income of the Companies for FY2019 increased 5.2% over the year to 916.3 
billion yen, up for eight years in a row and hitting a new high for five years straight. By segment, the 
core real estate leasing and sales businesses both remained on the growth path. 

Looking at the Companies individually, four companies other than TFHD achieved a higher income. 
In particular, it was the seventh consecutive growth for SRD, sixth for MFC and fourth for MEC, while 
NREH marked a new high for the first time since FY2015. Even though TFHD missed beating its 
record, it came close. 

Financial structure weakened somewhat in FY2018, turning around from the positive trend up to 
then. As of March 31, 2020, combined equity ratio stood at 28.9% and D/E ratio 1.74x, as opposed to 
29.5% and 1.66x a year before. While equity capital expanded with the accumulation of net income, 
interest-bearing debt ballooned because of an increase in investment. Yet, as combined unrealized 
gains on leasing and other real estate properties grew to 10.7 trillion yen from 9.8 trillion yen a year 
before, the financial buffer is now greater. Negative free cash flow in the meantime expanded, albeit 
large operating cash flow, primarily due to the increase in investment in office buildings and other fixed 
assets. 
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Looking at the Companies individually, both equity ratio and D/E ratio improved for NREH and 
SRD but worsened a bit for MFC and MEC. 
 
3. Highlights for Rating 
As NREH has deferred providing its forecasts for FY2020 due to the pandemic, this section refers to 
the remaining four companies. 

Combined net sales and operating income of the four companies for FY2020 are expected to fall 
7.4% and 23.4% over the year to 4.8 trillion yen and 639.0 billion yen, first drop since FY2011 and 
FY2012, respectively. Moreover, income decline is projected for all segments due to the pandemic. In 
particular, commercial facility and hotel businesses will likely be adversely affected. Even in terms of 
individual forecasts, all four companies anticipate a lower income. 

The above estimates released by the individual companies differ greatly from those for the past 
several years. While the supply and demand situation for office buildings remains firm, there are 
segments like hotel that are being significantly affected by the pandemic. In a situation where the 
pandemic is far from being controlled and the extent of its impact is unpredictable, close attention 
should be paid to whether the companies will perform as expected. 

JCR will closely watch whether the good financial structure will be maintained. As the four 
companies are expanding investment both at home and abroad as favorable conditions continue, the 
financial structure, as mentioned above, weakened in FY2019, by and large. It may become even 
weaker if fund recovery does not progress as planned amid the deteriorating business environment 
due to the pandemic. JCR will keep an eye on the companies’ views on discipline and management 
policy to see if there are any changes. 

Mikiya Kubota, Takeshi Rikawa 
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(Chart 1) Financial Data of Major Real Estate Companies 
(JPY 100 mn, %, times) 

 Nomura Real Estate Holdings Tokyu Fudosan Holdings Mitsui Fudosan 
 (3231) (3289) (8801) 
 A/Stable A/Stable AA/Stable 

 FY2017 FY2018 FY2019 FY2020 FY2017 FY2018 FY2019 FY2020 FY2017 FY2018 FY2019 FY2020 
(Actual) (Actual) (Actual) (Est.) (Actual) (Actual) (Actual) (Est.) (Actual) (Actual) (Actual) (Est.) 

Net Sales 6,237 6,685 6,764 

N/A 

8,661 9,018 9,631 9,300 17,511 18,611 19,056 18,500 
Operating Income 766 791 819 775 802 793 500 2,459 2,621 2,801 2,000 
(Profit Margin) 12.3 11.8 12.1 8.9 8.9 8.2 5.4 14.0 14.1 14.7 10.8 
Ordinary Income 680 693 730 686 707 674 390 2,403 2,541 2,585 1,690 
(Profit Margin) 10.9 10.4 10.8 7.9 7.8 7.0 4.2 13.7 13.7 13.6 9.1 
Net Income 460 458 488 351 374 386 260 1,558 1,686 1,839 1,200 
(Profit Margin) 7.4 6.9 7.2 4.1 4.1 4.0 2.8 8.9 9.1 9.7 6.5 

EBITDA 956 984 1,019 

 

1,067 1,110 1,177 

 

3,221 3,483 3,798 

 

(vs. Net Sales) 15.3 14.7 15.1 12.3 12.3 12.2 18.4 18.7 19.9 
Operating Cash Flow 214 899 566 122 445 -66 301 2,167 870 
Investing Cash Flow -516 -466 -304 -964 -603 -1,472 -3,654 -3,888 -5,328 
Fee Cash Flow -302 433 262 -842 -158 -1,538 -3,353 -1,721 -4,458 
Financing Cash Flow 437 137 -668 824 1,390 650 2,891 2,312 4,677 
Total Assets 16,736 17,594 18,012 21,767 24,052 24,873 63,012 68,027 73,953 
Equity Capital 5,264 5,792 6,026 4,681 5,614 5,832 22,048 23,425 24,086 
Interest-bearing Debt 8,543 8,615 8,175 12,241 12,898 13,610 26,186 29,066 34,811 
Interest-bearing Debt/EBITDA  8.94 8.76 8.02 11.47 11.62 11.56 8.13 8.35 9.17 
D/E Ratio 1.62 1.49 1.36 2.62 2.30 2.33 1.19 1.24 1.45 
Equity Ratio 31.5 32.9 33.5 21.5 23.3 23.4 35.0 34.4 32.6 

 
 Mitsubishi Estate Sumitomo Realty & Development 
 (8802) (8830) 
 AA+p/Stable A+/Positive 

 FY2017 FY2018 FY2019 FY2020 FY2017 FY2018 FY2019 FY2020 
(Actual) (Actual) (Actual) (Est.) (Actual) (Actual) (Actual) (Est.) 

Net Sales 11,940 12,632 13,021 11,420 9,484 10,132 10,135 8,800 
Operating Income 2,130 2,291 2,407 1,850 2,056 2,204 2,343 2,040 
(Profit Margin) 17.8 18.1 18.5 16.2 21.7 21.8 23.1 23.2 
Ordinary Income 1,905 2,065 2,195 1,690 1,868 2,042 2,205 1,900 
(Profit Margin) 16.0 16.3 16.9 14.8 19.7 20.2 21.8 21.6 
Net Income 1,204 1,346 1,484 1,100 1,197 1,308 1,409 1,300 
(Profit Margin) 10.1 10.7 11.4 9.6 12.6 12.9 13.9 14.8 

EBITDA 3,020 3,170 3,304  

 

2,557 2,767 2,949 

 

(vs. Net Sales) 25.3 25.1 25.4 27.0 27.3 29.1 
Operating Cash Flow 2,933 3,459 3,417 1,899 2,600 2,304 
Investing Cash Flow -2,868 -2,710 -2,774 -2,205 -2,092 -2,901 
Fee Cash Flow 65 749 643 -306 508 -597 
Financing Cash Flow 372 -1,924 -288 264 -1,460 826 
Total Assets 58,036 57,741 58,582 51,869 51,274 53,176 
Equity Capital 16,983 17,706 17,344 11,149 12,081 12,949 
Interest-bearing Debt 24,816 23,150 24,278 34,735 33,427 34,409 
Interest-bearing Debt/EBITDA  8.22 7.30 7.35 13.58 12.08 11.67 
D/E Ratio 1.46 1.31 1.40 3.12 2.77 2.66 
Equity Ratio 29.3 30.7 29.6 21.5 23.6 24.4 
(Source: Prepared by JCR based on financial materials of above companies) 
Notes 
1. Net income: Net income attributable to owners of parent 
2. Estimates are taken from each company’s announcement. 
3. Figures from FY2017 on for NREH are those after consideration of equity content of subordinated bonds. 

 

 

 



 
 

4 / 4 

https://www.jcr.co.jp/en/ 

 

<Reference> 
Issuer: Nomura Real Estate Holdings, Inc. 

Long-term Issuer Rating: A Outlook: Stable 

Issuer: Tokyu Fudosan Holdings Corporation 
Long-term Issuer Rating: A Outlook: Stable 

Issuer: Mitsui Fudosan Co., Ltd. 
Long-term Issuer Rating: AA Outlook: Stable 

Issuer: Mitsubishi Estate Company, Limited 
Long-term Issuer Rating: AA+p Outlook: Stable 

Issuer: Sumitomo Realty & Development Co., Ltd. 
Long-term Issuer Rating: A+ Outlook: Positive 
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