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Musashi-Koganei City Cross
(Musashi-Koganei Station South Entrance 2nd District Urban
Redevelopment Project)
This is a large-scale redevelopment project encompassing PROUD
Tower Musashi-Koganei Cross, a condominium, and SOCOLA
Musashi-Koganei Cross, a retail facility offering diverse stores and
facilities convenient for everyday life.
The Group is promoting multifunctional and highly convenient urban
development through developing urban-type compact towns such as
this project.

Integrated Report 2020

29

Growth strategy of the Nomura Real Estate Group

Message from the COO
and the Chairman of the
Sustainability Committee

With an eye toward the next 30 or even 50 years, we are aspiring to
grow together with society and to continue being a corporate entity that
contributes to achieving a sustainable society.

Seiichi Miyajima
Executive Vice President and
Representative Director,
Group COO

Growth strategy of the Nomura Real Estate Group

Enhancing corporate value
In 2016, I was appointed as the Chairman of the CSR
Committee (the Sustainability Committee from April 2020) of
the Nomura Real Estate Group, and in the following year as
its Group COO to oversee the business execution of the entire
Group. For me to be concurrently responsible for business
execution and sustainability sends out a message to both
within and outside the Group, that sustainability is inseparably
integrated with every aspect of the Group’s business, and
that we are determined to resolve social issues through our
business activities and promote a sustainable society, while
also securing growth as a corporate entity.
The Group assumes an important social responsibility as a
corporate entity engaged in real estate development and related
services provision. Needless to say, it is crucial to be profitable
as a company. However, if we are to continue growing by
offering value to society, it is critically important for us to
develop properties that generate long-standing value, without
fixating on short-term earnings. Furthermore, we must keep
providing essential real estate-related services that maintain
and raise the value of cities. Our basic stance is to perpetually
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enhance the value of cities.
From a long-term perspective, this stance leads to building
trust in the Group and its brand value, which in turn, reduces
business risks and generates new business opportunities and
earnings. I myself have experienced this firsthand during my
long engagement in the real estate development business.
In the Group’s real estate projects, it takes many years
to construct the buildings and subsequently complete urban
development, including the creation of local communities.
To enable people to lead a rich life at home and at work and
gather, the Group needs to meet its key challenge of achieving
“Sustainable Cities and Communities,” which is also one of the
Sustainable Development Goals (SDGs) upheld by the United
Nations. In other words, we will create safe and comfortable
cities and communities that are friendly to all human beings
and the natural environment, as well as resilient against
disasters. Through our high-quality real estate development and
related services, we will continue offering diverse value to our
customers and society, and also enhance our corporate value.

To achieve the Mid- to
Long-term Business Plan

P26-27 [Four value creation initiatives]

In April 2019, the Group announced its new nine-year Midto Long-term Business Plan, concluding in the fiscal year
ending March 2028. Under the Plan, we specified our Four
Value Creation Initiatives: Realization of enriched lifestyles
and work styles; multifunctional urban development toward
exceptional convenience, comfort, and safety/security; urban
development and community building toward the future of
the global environment and local communities; and global
expansion of high-quality products and services. The initiatives
serve as our guideposts for reaching our goals of “building
cities—dynamic stages that connect today with tomorrow’s
possibilities” and “embracing every moment of life’s pursuits.”
In addition, the Development Sector, which develops a
wide range of assets, and the Service & Management Sector,
which continues to generate value by providing related services
after property development, play key roles in our business
models. Our plan is to grow earnings over the nine years by
executing our Four Value Creation Initiatives, and upholding
the mid- to long-term targets of achieving ROA of 5% or over
and ROE of 10% or over. We will promote our unique business
management defined by high capital efficiency and asset
efficiency.
After we had formulated the Mid- to Long-term Business
Plan, COVID-19 broke out, precipitating drastic changes in
our society, lifestyles, and the economy on a global scale. In

response, we will flexibly review our strategies and profit plans
for the immediate future, but will not make any major changes
to our mid- to long-term business strategies under the Plan.
The Plan has clarified that the Group aims for its property
sales business, leasing business, and service & management
business to account for 40%, 20%, and 40% of its total
business profit, respectively. This is a key strategy for the entire
Group to achieve its targeted profit, ROA, and ROE under the
Plan.
Our property sales business is centered on housing sales
and property development for sales an area in which the Group
holds a strong competitive edge. Our service & management
business mainly generates earnings, not by using assets,
but from fee revenues received in exchange for services we
provide, such as investment management, property brokerage
& CRE, and property & facility management. By increasing
the proportion of profits generated by each of the property
sales business and the service & management business to
40% of the total, we enhance asset efficiency. With regard to
our leasing business, which generates stable cash flows but
may drive down asset efficiency, we will build a better leasing
asset portfolio while modulating its profit at 20% of the total
business profit. Needless to say, we will continue to grow all
businesses, pushing them forward by setting targets in view of
their respective business environment.

P84 [Business at a glance]

P85 [Awareness of the external environment (opportunities and threats)]

P86-95 [Strategies by Business Unit]

P99 [Overseas business initiatives]

In the fiscal year ended March 2020, we reported a business
profit of ¥82.8 billion, ROA of 4.7%, and ROE of 9.1%— solid
results that exceeded our initial forecast. Since the beginning
of 2020, some businesses such as our fitness clubs and hotels
were affected by the COVID-19, but the shortfall was more than
compensated for by strong performances displayed by other
business units across the Group, including the rise in the gross
margin ratio for the housing sales business in the Residential
Development Business Unit, realization of unrealized gains
achieved by property sales appropriately tuned to the market
environment in the Commercial Real Estate Business Unit, and
the stable growth of the Service & Management Sector.
In light of these financial results, the business units will adopt
the following policies.

Residential Development Business Unit
The Residential Development Business Unit is required to
gain stable earnings in the mature market in Japan by providing
diverse forms of housing and services that cater to changing
lifestyles and work styles and continue to be attracted by
customers.
In Japan, prominent changes are seen in the family structure

due to an increase in the number of dual-income and single
households, both young and senior. The spread of COVID-19
has increased the number of people working from home and
teleworking, transforming how they live and work, which is also
expected to accelerate the transformation and diversification of
housing needs.
The Group has already embarked to provide new products
that meet the changing and diversifying values and residential
needs of our customers. We will pursue the market-in approach
and commitment to quality to the maximum possible extent
and provide high quality housing that meets the varied needs
of diverse customers, including single, dual-income, and senior
households as well as families with one or more children, by
offering a wide selection of floor areas, room layouts, facilities,
and locations.
We are also strongly committed to multifunctional and
highly convenient mixed-use urban development that provides
solutions for customers’ preferences for the convenience of
daily life such as shopping and childcare and quick access
to transportation. Station-front redevelopment and rebuilding
in the Tokyo metropolitan area and regional core cities and
the development of urban-type compact towns equipped
with a wide range of the essential facilities necessary for
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Business results for FY20/3
and initiatives going forward

P36-37 [Mid- to Long-term Business Plan overview and progress]

Growth strategy of the Nomura Real Estate Group

Message from the Group COO and Chairman of the Sustainability Committee

daily life and functions are also businesses drawing on the
Group’s strengths. We are thus making dedicated efforts in
urban development that offer safe and comfortable living to all
generations.
The large-scale mixed-use development KAMEIDO
PROJECT currently underway is an urban development project
aimed at offering superior environmental performance, safety,
and comfort in harmony with the local community, an approach
with the Group's strengths. Encompassing housing, retail
facilities, and a school on the premises, the project has been
well received by local residents and customers, and has been
enjoying strong sales.

Commercial Real Estate Business Unit

Growth strategy of the Nomura Real Estate Group

The core businesses run by the Commercial Real Estate
Business Unit are the leasing business and the property for
sales business.
In the leasing business, we opened TOKYO TORANOMON
GLOBAL SQUARE, an office building in the Toranomon
area, where a newly opened subway station is driving rapid
changes in the area, and SOCOLA Musashi-Koganei Cross,
a retail facility located in a mixed-use redevelopment site in
front of Musashi-Koganei Station, in June 2020. In addition,
other large-scale mixed-use development projects are steadily
underway in Shibaura and Nihonbashi, which are scheduled to
be completed in or after the fiscal year ending March 2025. In
preparation of the commencement of operations of such fine
property stock, we will continue with our strategic replacement
of leasing assets from a mid- to long-term perspective to build
a high-quality leasing business portfolio, while selling some
assets at the appropriate timing to realize unrealized gains.
in April 2019, we set up the Shibaura Project Division to
clarify the responsibilities involved in the Shibaura 1-chome
District Project, one of the largest projects in the Group’s
history, and push the project forward with greater impetus.
The Group is marshalling all its capabilities to undertake
measures befitting this core project, such as applying our longaccumulated expertise in urban development, conducting area
management activities to engage the local community, and
aiming for environmental performance at the highest level.
In the property for sales business, we develop diverse and
unique property assets under such brand names as PMO,
GEMS, and Landport and sell them to the Group’s REITs or
others. The source of our competitive edge in this business lies
in our market-in approach that focuses on the needs of property
users and our commitment to the quality of our products and
services. Drawing on such strengths, we produce competitive
assets with high added value, which to a certain extent arms us
with resilience against short-term market changes. Considering
the temporary market confusion caused by COVID-19 and the
expected recovery process from it, we will flexibly adjust the
speed and volume of our property sales in the short term. In the
mid- to long-term, we will work to maximize profit and aim for
high asset efficiency.

* Life cycle cost: The total cost of a property throughout its life including repair work
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Service & Management Sector
(Investment Management Business Unit, Property Brokerage
& CRE Business Unit, and Property & Facility Management
Business Unit)
The Service & Management Sector aims to increase its profit
to 40% of the Group’s total profit in the fiscal year ending March
2028, the final year under the Mid- to Long-term Business
Plan. To achieve this target, the sector essentially maintains
stable growth and ambitiously takes on new challenges. The
Investment Management Business Unit is steadily expanding
its assets under management by leveraging the Leasing Value
Chain established in collaboration with the Development Sector.
The business unit is also exploring growth opportunities through
M&A of overseas asset managers such as Lothbury Investment
Management (UK), which joined the Group in November 2018.
The Property Brokerage & CRE Business Unit is further
strengthening its services using ICT, including the nomu.com
real estate information website. The business unit will continue
expanding its business collaboration with Nomura Securities
and local financial institutions, aiming for further growth.
For the Property & Facility Management Business Unit,
the key strategy is to maintain and enhance the quality of
competitive assets developed by the Development Sector
and add value by providing services. A good example of its
initiatives is “Attractive 30.” It is a scheme for working with the
Residential Development Business Unit from the designing
stage, to reduce life cycle costs* of condominium buildings
by extending the useful life of them. We utilize the large-scale
repair work product “re:Premium” developed by the Unit.

Overseas business
In April 2020, we established the Overseas Business
Division. We accelerate the growth of overseas business by
harnessing our experience and expertise acquired in Japan. At
the same time, we manage the wide-ranging risks involved in it.
We will primarily focus on housing sales and leasing
businesses mainly in Southeast Asia and China, where there
is prominent economic growth and development. In housing
sales, we establish joint venture firms with leading real estate
developers in each country or city. Because it is important to
understand and respond to legal systems, we are promoting
our businesses specific to each country and to meet the needs
of prospective residents. Our aim is to integrate their expertise
with the Group’s property development quality control and
efficient sales methodologies. We will also invest in and manage
high-quality office buildings featuring high specifications and
superior management levels desired by Japanese and global
corporations.
While continuing to keep an eye on the impact of COVID-19
globally, we will leverage the experience and expertise
accumulated in Japan to develop our overseas business into
one of the Group’s core businesses by taking advantage of the
growth momentum of the cities in which we do business.

Initiatives for sustainability

P70-71 [Sustainability]

In addition to pursuing short-term profit, companies are
called on to tackle diverse social issues including those
related to the environment, human rights, and labor toward
the goal of achieving a sustainable society as upheld by
the Paris Agreement and the SDGs. Investments based on
environmental, social, and governance (ESG) indexes are
expanding, as exemplified by the incorporation of ESG issues
in the investment practices set forth by the Principles for
Responsible Investment. Companies must endeavor to resolve
various social issues to help achieve a sustainable society and
fulfill their responsibility to future generations.
Although these social issues pose risks to the Group’s
business continuity, we can reduce the risks and generate
new business opportunities by accurately ascertaining and
dealing with their impact on our business. In addition, we
must also promptly and appropriately announce the Group’s
business activities and initiatives to resolve social issues
through value creation in order to get better understanding
from our stakeholders. To this end, we should work harder to
acquire relevant certifications, disclose related information, and
strengthen our dialogue and engagement with stakeholders.
In our sustainability efforts, we have identified current and
future social issues and are working on them under four key
themes: Safety/Security, Environment, Community, and Health

P72-79 [Environment, Safety/Security, Community, Health and Well-being, Human resources)]

and Well-being. Targets have already been set for each key
theme as well as for the specific material issues identified
toward which efforts are underway. Going forward, sustainable
management will be further incorporated into our Group-wide
business strategy so that we can develop our business from a
mid- to long-term perspective.
In each business unit of the Group, we are pursuing
sustainability more in line with our business activities both in our
day-to-day business operations and in our endeavor “to build
cities—dynamic stages that connect today with tomorrow’s
possibilities—and “to embrace every moment of life’s pursuits.”
One example is “Yukai-full,” a unit-by-unit central airconditioning system that takes advantage of the double floor
structure of condominiums. Adopted for the first time in the
KAMEIDO PROJECT, the system provides temperaturecontrolled air around the clock throughout the entire living
space including the hallway and restrooms, mitigating the risk of
heat shock and heatstroke, offering comfort and peace of mind,
and saving energy. Also exemplifying our sustainability efforts
are our “Attractive 30” initiative aimed at reducing the life cycle
cost of buildings and ACTO, an urban development initiative in
which we strive to activate the surrounding local communities
as well as the towns we create as a real estate developer in an
all-encompassing manner.

Case of the Group’s initiatives toward achieving a sustainable society KAMEIDO PROJECT
Growth strategy of the Nomura Real Estate Group

The Group upholds Safety/Security, the Environment, Community, and Health and Well-being as its four key themes for
advancing sustainability. In each of our business operations, we are accelerating the development of proprietary products
and services conducive to a sustainable society.
KAMEIDO PROJECT
Scheduled completion: Fiscal year ending March 2022
Major use: Housing (934 units), retail facility (approx. 28,000 m2), etc.

This large-scale mixed-use redevelopment project is well
located at a two-minute walk from Kameido Station, with a
retail facility. We will introduce ACTO, an all-encompassing
urban development initiative that activates the broader
community including the surrounding areas. Furthermore, by
utilizing our proprietary “Yukai-full” and “Attractive 30,” we aim
for urban development in harmony with the neighborhood
community that offers superior environmental performance,
safety, comfort, and convenience.

Initiatives to achieve a sustainable society through business activities

Attractive 30
A central air-conditioning system that takes advantage of
the double floor structure to provide temperature-controlled
air throughout each residential unit
Reduces the risk
of heat shock and
heatstroke
▼
Safety/Security

Provides
temperaturecontrolled air
throughout each
residential unit
▼
Health and
Well-being

Reduces CO2
emissions

Adopts highly durable materials and construction methods
in constructing new buildings and introduces “re:Premium”
to prolong the cycle of large-scale repair work
Alleviates anxiety
and economic
burden of life cycle
cost

Reduces waste
by decreasing the
frequency of largescale repair work

All-encompassing urban development initiative to activate
the broader community including surrounding areas
Community
activated
by an area
designer

Communal space
used for multiple
purposes
▼
Health and
Well-being

▼

▼

▼

▼

Environment

Safety/Security

Environment

Community

News release: Announced “Yukai-full”
(in Japanese)
https://www.nomura-re.co.jp/cfiles/news/
n2019111501652.pdf

News release: Announced “Attractive 30”
(in Japanese)
https://www.nomura-re.co.jp/cfiles/news/
n2018082701466.pdf

“ACTO” website (in Japanese)
http://www.acto-nreg.jp/
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Message from the Group COO and Chairman of the Sustainability Committee

Our urban development projects offering superior
environmental performance, safety, and comfort in
harmony with existing local communities are well received
by neighborhood residents as well as our customers. By
continuing to develop people- and earth-friendly products and
services, we will achieve a sustainable society through our
diverse business activities.
In April 2020, to step up our sustainability efforts in closer
coordination with our business across the entire Group, we
established the Sustainability Management Department, which
plays a central role in strengthening collaboration between
the Board of Directors, the Sustainability Committee and each
Business Unit. The Group’s compensation plan for directors
incorporates, as one of the assessment criteria, the level of
sustainability target achievement in the respective business
fields they oversee.
As a measure against the particularly pressing issue of
climate change, we set, in the form of a non-financial key
performance index (KPI), a Group target of reducing CO2
emissions by 30% compared with the fiscal year ended March
2014 level by 2030. Going forward, we are stepping up our
efforts to address climate change and human rights issues.
Also for climate change, we will expand the scope of our
existing CO2 emissions reduction targets for Scopes 1 and 2
to include Scope 3, revise our mid- to long-term target toward
the 2050 Zero Emission goal, and obtain approved Science
Based Targets (SBT)*1. As property sales account for a high
percentage of the Group’s operating revenue, we are aware
Growth strategy of the Nomura Real Estate Group

Response to COVID-19
We are taking Group-wide measures against COVID-19,
giving top priority to securing the health and safety of
our employees, customers, tenants, suppliers, and other
stakeholders. When the Japanese government issued an
emergency declaration and prefectural governments made selfrestraint requests, we responded by closing our MEGALOS
fitness clubs, all our housing sales galleries, and all the “Nomura
no chukai + (PLUS)” retail branches. The Group has long
upheld wellness management with the aim of offering a work
environment where all employees can work energetically,
accommodating diverse work styles including working from
home and teleworking and flexible working so as to place
the health and safety of employees first. Anticipating a postCOVID-19 world, we intend to further develop our wellness
management.
On the business front, thanks to the Group’s solid financial
base sustained by our policy of maintaining the shareholders’
equity ratio at 30%, our future investment for growth and
long-term projects remain stable even in the face of market
confusion, a downturn in business confidence, and the ensuing
short-term decline in financial performance resulting from the
COVID-19 woes. While keeping a close eye on economic
trends and the real estate market, we can adapt our strategies
See page 72 for details on *1 (SBT), *2 (ZEH), and *3 (TCFD).
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of our serious responsibility for properties after they have
been sold as well as properties we own. We will also further
promote the concept of Net Zero Energy Houses (ZEH)*2,
promote the use of renewable energy, and make environmental
efforts from a long-term perspective by taking measures
after sales of properties as well as in the development phase.
Furthermore, Nomura Real Estate Asset Management, which
manages real estate funds such as J-REITs at the Investment
Management Business Unit, announced its support for the
Task Force on Climate-related Financial Disclosures (TCFD)*3
recommendations in July 2020, and the Company itself also
announced its support in September 2020, in order more
clearly to express our stance, which could lead to reducing
business risks and obtaining new business opportunities by
assessment and analysis on risks and opportunities of climate
change.
In 2019, we signed the United Nations Global Compact to
express our commitment to resolving social issues concerning
the environment, human rights, labor, and other matters to help
achieve a sustainable society. In addition, we jointly worked
with our suppliers on industry-wide material issues, including
problems responding to the Technical Intern Training Act in
Japan and local residents involved in timber procurement.
Deeming that our relationship of trust and collaboration with our
suppliers constitutes the foundation of the Group’s business
continuity, we will practice our CSR Procurement Guidelines
more exhaustively and strengthen our engagement with our
suppliers.

P80-81 [Topic: Response to COVID-19]

as necessary.
Looking back over our history, we can see that the Group
has taken advantage of significant environmental changes to
expand its business and achieve growth. Economic crises
trigger enormous changes in the environment, which spawn
new businesses. The Group’s PROUD condominium brand and
PMO (premium mid-sized office) brand were also created and
fostered amid such adversities. The prevalence of teleworking
that allows employees to work regardless of their time and
place and the diversification of the office environment will
provide new business opportunities for the Group’s H¹O small
office with services and H¹T satellite shared office. Meanwhile,
on the housing front, the growing number of persons working
from home and teleworking is expected to increase the time
they spend at home and in their local neighborhood, leading
them to increasingly value their local communities. Such trends
will provide the Group with ever more opportunities to advance
its community building and area management schemes that
engage the surrounding areas in addition to the development
areas.
In this time of difficulty, the Group will draw on its market-in
approach and commitment to quality, which are its strengths,
to take decisive steps in business to gain new opportunities.

New offices based on the market-in approach

Meeting the needs of
workers in small teams
Small office
with
services

Staffed reception

We analyze the needs of small businesses, in which
productivity directly affects financial performance, and
provide offices with facilities and services that help
maximize the “Potential of their workers.” The extensive
facilities and services for shared use enable tenant
companies to streamline their leased space and reduce
their initial cost, helping them flexibly expand their network
of business sites.

Secured private space

Shared meeting room

Catering to diversifying
work styles and the need
for higher efficiency
Shared
satellite
offices

Spacious open space

Diverse development projects including construction of H1O
dedicated type and single-floor offices (Major projects)

It is becoming increasingly important for people to secure
workplaces where they can work comfortably and
productively regardless of the location or infrastructure of
their offices. Placing great value on “Workers’ precious
time,” we are developing our network of shared satellite
offices, including in station-front retail facilities, in order to
offer convenient and comfortable workplaces that serve as
workers’ “second office.”

Meeting room where
guests can be invited

Private booth

Satellite offices with convenient access
Tokyo metropolitan area

●Offices in
service

Omiya

29 offices
Ikebukuro
Tachikawa

Chiba

Shinjuku
Shibuya

Otemachi

Sagamiono

Other areas
H¹O Kanda
(to open in 2020)

H¹O Toranomon
(to open in 2021)

Mishima

Yokohama Kawasaki

15 offices

○Partner offices

Shinagawa

H¹O Nihonbashi Kobunacho
(opened in 2020)

●Offices to be
opened

Sendai
Nagoya

Umeda
Namba
Honmachi

20 offices

(As of August 24, 2020)

Growth strategy of the Nomura Real Estate Group

For further growth
While consistently valuing the bonds with customers through
the development of high-quality products and services, the
Group is continuously enhancing its corporate value and
competitiveness by creating new value toward the goals of
“building cities—dynamic stages that connect today with
tomorrow’s possibilities” and “embracing every moment of life’s
pursuits.” Furthermore, I am convinced that we will generate
new business opportunities that will produce a virtuous circle.
Unexpectedly faced with such a drastic change caused
by the COVID-19, we are now reexamining the impact on our
Mid- to Long-term Business Plan. However, we will remain
committed to our business strategy of maintaining a high asset
efficiency on the back of the growth achieved in our property
sales business and the service & management business and
thrusting forward our urban development projects. With an eye
toward the next 30 or even 50 years as a real estate group, we
are aspiring to grow together with society and to continue being
a corporate entity that contributes to achieving a sustainable
society. We will live up to the expectations and trust of our
customers, shareholders, suppliers, employees, and all other
stakeholders toward a bright future society.

Seiichi Miyajima
Executive Vice President and Representative Director,
Group COO
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Mid- to Long-term Business Plan overview and progress

The Group is promoting its Mid- to Long-term Business Plan (FY20/3-FY28/3), which was announced in April 2019.
The Plan aims to achieve the four value creation initiatives as well as maintain and enhance high asset efficiency and
sustainable profit growth by leveraging awareness of the external environment (opportunities and threats) as well as
the Group’s strengths and business resources that it has cultivated since the Company’s inception.
Awareness of the external
environment (opportunities
and threats)

Mid- to Long-term Business Plan/Business strategies
Strategies by
business unit

P85

•Residential Development
Business Unit
•Commercial Real Estate
Business Unit
•Investment Management
Business Unit
•Property Brokerage & CRE
Business Unit
•Property & Facility
Management Business Unit

The Group’s strengths/
Business resources
P22-23

Major development projects in
progress

P86-95
P86-87

P98

P88-89

Overseas business initiatives

P90-91

P99

Four value creation initiatives under
the Mid- to Long-term Business Plan

P26-27

• Realization of enriched lifestyles and work styles
• Multifunctional urban development toward exceptional
convenience, comfort, and safety
• Urban development and community building toward the future
of the global environment and local communities
• Global expansion of high-quality products and services

P92-93
P94-95

Profit plan (business profit)
Realize sustainable profit growth while maintaining high asset and capital efficiency.
FY20/3
(Results)

FY22/3
(Phase 1)

FY25/3
(Phase 2)

FY28/3
(Phase 3)

82.8

85.0

100.0

120.0–140.0

Residential Development Business Unit

24.9

30.0

36.0

Commercial Real Estate Business Unit

39.2

33.0

36.0

Service & Management Sector

24.4

28.0

35.0

Investment Management Business Unit

7.1

9.0

12.0

Property Brokerage & CRE Business Unit

9.1

11.0

14.0

Property & Facility Management Business Unit

8.1

8.0

9.0

(5.6)

(6.0)

(7.0)

Business profit by
business unit*
(Billions of yen)

Adjustments

Business portfolio strategy (profit structure)
Optimizing our business portfolio

Achieve a business portfolio that combines high asset efficiency and profit stability.
Dev
elo
pm
e

●Property Sales Business
●Leasing Business
●Service & Management Business

40%
Deve
lop
m
e

Business profit
FY20/3
¥82.8 billion

r
cto
Se
nt

32%

Business profit
FY28/3

Leasing
Business

Profit classification

Development profit

Leasing profit

Fees

Recovery of capital

Short term

Long term

–

High

Low

Low

Profit fluctuation

40%

43%

25%

Property Sales
Business

Service & Management
Sector
Service &
Management Business

Development Sector

r
cto
Se
nt

Growth strategy of the Nomura Real Estate Group

*Business profit = operating profit + share of profit (loss) of entities accounted for using equity method + amortization of intangible assets associated with corporate acquisitions
*It does not reflect the change in the classification of overseas business as of April 1, 2020 from the Residential Development Business Unit and Commercial Real Estate Business Unit to Other.

20%

Expand business
Realize development profits Build a competitive portfolio
through development and through the development of opportunities through M&A
sales in the short term, both valuable leasing properties and partnerships, in addition
to utilizing the Group’s
in Japan and overseas
and strategic property
business stocks
replacement

Mid- to long-term
targets

ROA: 5% or more ROE: 10% or more

Overseas business strategies

Expand overseas business profit ratio to 15-20% of total business profit in Phase 3 by capturing overseas growth markets.
Overseas business
ratio
15-20%

Business development

Business expansion in existing business areas
Thailand, Vietnam, the Philippines, China and the UK

Business profit
FY28/3

Business in new areas
Target countries in terms of market size,
growth potential, and stability

Global network
Expansion through M&As, capital alliances
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Overseas platform

Establishment of local offices
Capital and business alliances
with local companies
Overseas human resource development

Risk management

Business risks
Monitor risks related to the business environment,
financial markets, laws and regulations

Stress tests
Confirm soundness of shareholders’ equity ratio
and business balance based on assumed risks

Financial and capital policies
Achieve a balance between profit growth and shareholder returns. The total return ratio is targeted to be 40–50% in Phase 1.
Mid- to long-term targets
Asset efficiency

Capital efficiency

Shareholder returns (Phase 1)

ROA:

ROE:

Total return ratio:

5% or more 10% or more

Approx.

40–50%

FY20/3
(Results)

Phase 1
(FY20/3‐FY22/3)

Phases 2 & 3
(FY23/3‐FY28/3)

ROA

4.7%

Approx. 4-5%

5% or more

ROE

9.1%

Approx. 8-9%

10% or more

Investment plan
Accelerate new investments while increasing asset turnover, controlling net investment, and increasing asset efficiency.
(Billions of yen)

End of
FY19/3

Phase 1

Phase 2

Phase 3

Total

FY20/3
(Results)

Residential Development Business Unit
Investment

—

297.3

1,100.0

1,250.0

1,250.0

3,600.0

Recovery

—

257.4

1,000.0

1,200.0

1,250.0

3,450.0

Total
investment
¥5.5
trillion

Total
recovery
¥4.9
trillion

Commercial Real Estate Business Unit
Investment

—

164.4

550.0

650.0

700.0

1,900.0

Recovery

—

125.2

400.0

500.0

550.0

1,450.0

¥0.6 trillion

Total

Total balance
of assets*

—

461.7

1,650.0

1,900.0

1,950.0

5,500.0

—

29.9

50.0

100.0

150.0

300.0

382.6

1,400.0

1,700.0

1,800.0

4,900.0

3.3

0.0

50.0

100.0

150.0

1,801.2

2,000.0

2,200.0

2,400.0

—

1,759.4

*Total balance of assets is the assumed total assets balance as of the end of the last fiscal year of each phase. Since the investment/recovery plan only shows the figures of the Residential
Development Business Unit and Commercial Real Estate Business Unit, the change in the total balance of assets does not match the calculation result from total investment and total
recovery.
*It does not reflect the change in the classifications of overseas business as of April 1, 2020 from the Residential Development Business Unit and Commercial Real Estate Business Unit to
Other.

Strategic investment
In addition to the investment plans described above, we are making strategic investments for future growth.
In the fiscal year ended March 2020, we acquired an additional shares in Nomura Real Estate Building (formely NREG
TOSHIBA BUILDING) and made it a 100% subsidiary.
Major investment goals

Expand business in Service &
Management Sector and overseas

Develop business in new fields

Gain external expertise and resources

Impact of COVID-19
The Plan was formulated in April 2019 and does not take into account the impact of the spread of COVID-19. As of the end of
September 2020, we are scrutinizing the impact on the profit targets for Phase 1 (FY22/3).
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Total investment
(of which
overseas)
Total recovery
(of which
overseas)

Net investment
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Interview with the CFO

Q

Please assess performance of the Group for
the fiscal year ended March 2020.

The Group is promoting a nine-year Mid- to Long-term
Business Plan (the Plan) that runs from the fiscal year ended
March 2020 to the fiscal year ending March 2028, and the fiscal
year ended March 2020 was the first year.
Under the Plan, we will target ROE of over 10% and ROA of
over 5% in the medium term and will work to create corporate
value that exceeds cost of equity. We will improve ROE by
increasing ROA while preserving financial soundness with our
discipline of maintaining a level of 30% for the shareholders’
equity ratio.
Looking at our consolidated business results for the fiscal
year ended March 2020, business profit increased 4.0% from
the previous fiscal year to ¥82.8 billion and profit attributable
to owners of parent increased 6.6% to ¥48.8 billion. These
increases were driven by an improvement in the gross profit
margin in the housing sales business in the Residential
Development Business Unit, realization of development profit
and unrealized profit in the Commercial Real Estate Business
Unit, and solid growth in the three business units comprising
the Service & Management Sector. Meanwhile, ROE was
9.1%, ROA was 4.7%, and the shareholders’ equity ratio

Growth strategy of the Nomura Real Estate Group

By building a flexible business portfolio, we
will promote both investment for growth and
shareholder returns through highly efficient
management.

was 30.5%, as each of these indicators progressed following
the Plan. For shareholder returns as well, as we targeted the
Plan, we achieved a total return ratio of 46.5% as a result of
cash dividends and the acquisition of treasury shares. We are
delighted with these acclaimed results.

Makoto Haga
Director, Group CFO

Shareholder returns

ROE/ROA
(%)

(Yen)

12

100
10.1

9
6

5.1

9.4

8.9

9.1

4.7

4.7

50
4.7

3

25

0

FY18/3

FY19/3

FY20/3

ROA

ROE = Net profit/Shareholders’ equity (average over the fiscal year)
ROA = (Operating profit + Non-operating profit) / Total assets (average over the fiscal year)
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28.9
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100
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46.5

75

47.3

Nomura Real Estate Holdings, Inc.

50
25

30.1

0

FY17/3
ROE

75

Phase 1
(FY20/3–FY22/3)

Total return ratio:
Approx. 40–50%

0

FY18/3

FY19/3

FY20/3

FY21/3
(Forecast)

■Annual cash dividends per share (left scale)
Dividend payout ratio (right scale)

Total return ratio (right scale)

Total return ratio = (Total amount of dividends + Total amount of acquisition of treasury
shares) / Profit attributable to owners of parent
Dividend payout ratio = Total amount of dividends / Profit attributable to owners of parent

Q

The Mid- to Long-term Business Plan calls for
high capital efficiency. What is the reason for
and background of this policy?

the importance of future prospects that are based on the
characteristics of the real estate industry. The management of
the Group is imbued with a culture of steadily observing the
market, objectively ascertaining the Company’s own strengths

In Japan, there are Japanese Real Estate Investment

and weaknesses, and taking in investors’ opinions. We regard

Trusts (J-REITs) and other several fund schemes which are

these features as the foundation of our corporate governance.

also suitable for long-term holding of real estate thanks to

As I explained previously, considering changes in the

preferential tax breaks. The Group also manages Nomura Real

ownership structure of leasing assets in Japan and the required

Estate Master Fund (NMF), which is top-ranked in the size

returns in terms of cost of equity, we believe that on a business

of assets under management in J-REITs, and Nomura Real

profit basis, a balance combining 40% for the property sales

Estate Private REIT (NPR), an unlisted REIT. We think that it is a

business, 20% for the leasing business, and 40% for the service

rational approach to separate developer arms and leasing asset

& management business is an optimized business portfolio

holding entities. This change in ownership structure would be a

over the mid-to long term. Through this combination, we will

main stream in Japan as well.

strive for ROA of over 5% and utilize financial leverage with the

In terms of risk/return, the cost of equity of REITs engaged
in the long-term holding and management of leasing assets is

shareholders’ equity ratio at the 30% level to attain ROE of
over 10%.

around 3-5%. However, developers are required higher cost of
equity due to their development risk. As a developer, we believe
it is our duty to leverage our experience and expertise to take
mainly real estate development risks and to generate ROE
that exceeds cost of equity which is 7-8%. Even though we

Q

Please describe your approach to the current
changes in the business environment.

describe this as high capital efficient management, in reality this
is only “highly efficient” compared with domestic developers up

The impact of COVID-19 on the real estate business includes

to the present. When looking globally we must still improve our

uncertainties that are difficult to forecast (as of September

capital efficiency even further.

30, 2020). We monitor changes in social trends and assume

On the other hand, from the perspective of debt

multiple scenarios for real estate price trends that affect asset
values. This is an environment in which we should truly “build a

continuity, we must also be aware of the stability of cash flows

flexible business portfolio.”

and the asset value on the balance sheets. For these reasons,
holding a certain level of excellent leasing assets is essential.

For example, realizing development profit and unrealized
profit by property sales will be a pillar of the Group’s business

To balance these, we will build a portfolio that combines our

model. In view of this, we must ascertain whether it is the

three businesses consisting of the property sales business, the

best timing for selling them. Assuming that property price

leasing business, and service & management business that

fluctuations are cyclical, asset fire sales based on only a short-

have different risk/return characteristics. We will commit to high

term perspective are not a good idea. The Group maintains

asset efficiency and capital efficiency while maintaining stability

financial soundness with a shareholder’s equity ratio at the

by constructing an optimized business portfolio and continuing

30% level. This means we have the option of ascertaining the

to manage our size of balance sheets as we keep a close

environment and deciding independently whether to hold or sell.

watch on business opportunities and market trends.

We believe that effectively utilizing this option is also important.

Q

Q

Could you explain what is an “optimized
business portfolio”?

We regard “optimized” as “flexible to appropriately respond
to market changes,” and this encompasses future forecasts.
Our business portfolio should be changed through market

Risk management is essential for securing
high returns. What are the Group policies?

Risk management is a means for sustainably maximizing
corporate value.
To properly manage the risks we must assume, for the asset

adaptation and forward-looking approaches. We believe this will

side of our business portfolio we carry out risk management

allow us to deliver high performance to our investors.

using the Value at Risk (VaR) approach, which quantifies the

There are numerous companies that lacked this flexibility

amount of risk in each business. This is a method to put stress

and have fallen by the wayside. The Group implements its Plan

on each business and assume the maximum losses based on

over a long term spanning nine years because we recognize

an analysis of historical data for the changes in macro markets
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procurement encompassing credit ratings as well as business

Growth strategy of the Nomura Real Estate Group

Interview with the CFO

Q

What is your thoughts on shareholder returns?

For shareholder returns, we set a total return ratio of
approximately 40-50% in the Phase 1 period of the Plan (up
to the fiscal year ending March 2022). We will strike a balance
between investment for growth and shareholder returns through
profits generated by high capital efficient management.
During my dialogue with investors, I am often asked whether
we prioritize investment for growth or shareholder returns. I
always tell them that in the real estate industry, we can achieve
both.
Investment for growth by non-real estate companies such
as manufacturers are usually for facilities with low liquidity
and in the Group’s business and compare this with the amount

like manufacturing equipment and plants as well as for R&D,

of shareholders’ equity. In other words, VaR is one basis for

and recovery of these investments takes a long time. In

setting the Group’s shareholders’ equity ratio standard at the

contrast, investment for growth in the real estate industry is for

30% level.

investment in developing properties, which can be a product

Concurrently, impacts on cash flows are also subject to risk

itself. When we sell property after completion, we recover the

management. Real estate developers are involved in the transfer

investment amount in a relatively short span. Thus, we can

of large amounts of funds through their investments and

reinvest as well as provide shareholder returns with the realized

recoveries. For this reason, we also carry out risk management

profit.

that includes cash management.

I should point out that even in the same real estate industry,

As for the liability side, we believe it is crucial to undertake

however, it is difficult to realize both of these using a business

Growth strategy of the Nomura Real Estate Group

risk management for two types of risks, the risk of interest

model that continuously holds the developed assets and

rate hikes and the risk of unexpected changes in the fund

continually expands the balance sheets. We are confident the

procurement environment. In response to the risk of interest

Group’s business model, which centers on the property sales

rate hikes, we are taking advantage of the current low interest

business and realize development profits, is a rational strategy

rate environment and have moved ahead with the conversion

for the balance of investment and shareholder returns.

of floating-rate loans to fixed-rate loans and the extension of

In this manner, the Group emphasizes high capital efficiency

average loan maturities. Both the ratio of long-term maturities

and high total return ratio. In order to achieve them, we should

and fixed-rate loans to current interest-bearing debt are 97.5%.

be a company that consistently generates profits. In the fiscal

We are also executing hybrid financing in this environment that

year ending March 2021, I expect COVID-19 will have a

is conducive to various means of financing.

significant impact on our businesses, and we forecast declines

Regarding the fund procurement risk, we are assuming

in revenue and profits. Despite this, we have announced that

a worst-case scenario due to COVID-19 and have issued

we will maintain cash dividends at the same level. I believe we

commercial papers and already executed commitment line

have clearly demonstrated our policy of emphasizing stable

agreements to keep funds at a level higher than in normal

shareholder returns as well as the soundness of the Group’s

times.

financial base that enables these shareholder returns.

Interest-bearing debt/Shareholders’ equity ratio
(Billions of yen)

1,000
877.8

810.1

750

914.0

870.0

Shareholders’ (%)
equity ratio at 60
the 30% level

45

500

30
30.2

30.0

29.9

Within Japan’s real estate industry, the Group has devised
the unique form of a developer that includes concentrating on

30.5

250

Q

What are your thoughts on your role as Group
CFO and the director in charge of investor
relations.

15

high capital efficient management, realizing development profits
and unrealized profit, and emphasizing shareholder returns

0

0

FY17/3
■Long-term

40

FY18/3

■Short-term

FY19/3

FY20/3

Shareholders’ equity ratio (right scale)

Nomura Real Estate Holdings, Inc.

along with articulating a clear capital policy. I have long engaged
in the asset management business and corporate planning.
With such backgrounds, I have promoted the Group’s business

strategy from the dual perspectives of capital and real estate

has become increasingly important for both companies and

markets.

investors.

The market situation is now changing drastically due to

The Group operates businesses that are directly connected

the impact of COVID-19. From now on, we can keep growing

to people’s lives and society. Our business growth is always

by grasping these changes and adapting to the environment

aligned in the same direction as our contributions to resolve

flexibly and actively.

social issues responses and ESG initiatives will become one

The Group has earnestly taken in the investors’ opinions and

important “return” to investors.

reflected feedback in business activities. In my communications

As CFO, I will continue to commit to achieving profit growth

with investors recently, I feel strongly their clear intention to

and making social contributions through the Group’s businesses

“change society through ESG investments.” Social responsibility

and will work to earn the trust of our investors.

ROE logic tree

Cost of equity
7-8%

ROE of
over 10%

Building a portfolio that strikes a balance between
high asset efficiency and profit stability
(profit composition ratio)

ROA of
over 5%

P36 [Mid- to Long-term Business Plan overview and progress; business portfolio strategy]

Service & Management
Sector

Development Sector

Financial discipline
Shareholders’ equity
ratio at the 30% level

Profit classification

Property Sales Business

Leasing Business

Service & Management
Business
Fees

Development profit

Leasing profit

Capital recovery

Short term

Long term

̶

Profit fluctuation

High

Low

Low

ROA

High

Low

Very high

Profit composition ratio

40%

20%

40%

Total return ratio
40–50%
Net
profit

Retained
earnings

Return
Return
Growth in
equity

Equity

Equity

FY

FY+1

Net
profit

Retained
earnings

Target
ROE 10%

1.95

1.70

1.80

Total investment

¥

5.5 trillion

Total recovery

1.40

¥

4.9 trillion
Net investment

FY19/3

FY22/3
Phase 1

■Total assets

■Investment

FY25/3
Phase 2

■Recovery

Net investment

¥
2.40

2.20

2.00

1.75

0.15

0.20

0.25

• Control increase of shareholders’
equity by retained earnings to
approximately 5% annually

P37 [Mid- to Long-term Business Plan overview and progress; investment plan]

Choose properties for sale
from the entire portfolio.
1.90

• Distribute profits generated through
high captal efficient management to
investment for growth and shareholder
returns in a balanced manner

FY+2

Investment plan that focuses on balance sheet management

1.65

Growth in
equity

Equity

Target
ROE 10%

POINTS

Total return ratio
40–50%

Growth in profit

FY28/3
Phase 3

0.6 trillion

POINTS

• Control an increase in the balance
sheets to an annual rate of approximately
5% to improve assets efficiency over
the medium term and to maintain the
shareholders’ equity ratio at the 30%
level
• Pursue both growth investment that
does not miss business opportunities
and investment recovery that realize
development profits at appropriate
timing while paying attention to
market conditions
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Equity story balancing growth investments and shareholder returns

