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Estate Revitalization Business
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Current Operations and Future Goals

Establish a unique and powerful business model in response to changes in the real 

estate operating environment

Realize the true value of properties through revitalization and compliance with 

current regulations, and sell these properties to real estate funds and other 

investors.

Inflows of funds from overseas 

investors

Stricter regulations for real estate 

trust beneficiary rights

Business model

Contraction of real estate financing 

due to the subprime loan shock

Tighter standards for loans 

associated with real estate

Target solely midsize and larger existing income-producing buildings of high 

quality (condominium, office and multiple-use buildings), a market sector where 

competition is minimal. Sell these buildings mainly to overseas funds and 

institutions that can purchase the properties for their own portfolios.

Dominant position in the market for the securitization and sale of midsize 

properties

Ability to procure funds by leveraging a 

sound financial position

A short inventory turnover cycle that 

lowers risks linked to changes in land 

prices and interest rates

Operating 

environment

Strategy going 

forward

Competitive 

advantages
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Use a sound financial position to target attractive profit opportunities even in todayôs challenging market

Loans for real estate transactions

- The subprime loan problem

V Effective freeze on real estate securitization loans, mainly at foreign financial institutions

V For real estate transactions in Japan, investors are finding it more difficult than before the subprime loan crisis to 

procure sufficient funds through non-resource loans

V Japanese and other megabanks are still willing to extend non-recourse loans that meet certain condition

Polarization of real estate industry due to deteriorating financial positions

- Investor demand for midsize and large income-producing properties

V There is strong demand for midsize and large income-producing properties among foreign life insurers and 

other institutions and operating companies. 

V Upcoming activity by investors who believe quality properties have become underpriced will be the key to 

stabilizing the real estate market.

-Small and midsize developers, homebuilders, general contractors and REITs that have difficulty procuring funds 

because of weak balance sheets will face even greater challenges.

¸ With strong demand among investors for midsize and large income-producing properties, success will 

depend on whether or not a real estate company has the financial strength to capitalize on opportunities to 

earn profits. 

¸ Japanôs real estate industry is polarizing as some companies are forced out of business as others continue 

to grow. ARDEPRO will use its sound financial position to continue taking advantage of attractive 

opportunities. 

- The Japanese Financial Services Agency is more closely overseeing actions to make buildings comply with 

current regulations in conjunction with real estate transactions.
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First Half Operating Results and Forecasts (year-on-year comparisons)

First half sales and earnings were higher and ARDEPRO expects about the same earnings in FY08 

as in FY07

Net sales 

(million yen)

Operating profit 

(million yen)

Recurring profit 

(million yen)

Net income

(million yen)

FY07 1H

(Cons.)

38,523

6,859

6,239

3,537

FY08 1H

(Cons.)

51,218

7,719

6,705

3,915

121,755

FY08

(Cons. 

Forecast)

FY07

(Cons.)

78,184

12,505

11,617

6,512

13,377

11,550

6,514

YoY

133.0

112.5

107.5

110.7

155.7

YoY

107.0

99.4

100.0

Reasons for differences vs. initial FY08 1H forecast

-Delay to 2H in sales of some midsize/large properties 

planned for 1H

- Quick sales of certain properties to eliminate 

inventory risk

- Lowered profit margin but eliminated source of 

uncertainty about the outlook

- Solid sales of existing condominiums to buyers 

seeking a residence and in other businesses

FY08 forecast

- Outlook for the real estate market is still uncertain

- More early sales of properties will put pressure on 

profit margins

- Will cut costs by selling subsidiaries and consolidating 

branches and sales offices
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Business Strategies and a More Powerful Business Model

ARDEPRO remains committed to consistent growth by targeting attractive profit 

opportunities while handling risks with flexibility.

Shifts in the real estate operating environment Business strategies and countermeasures

¸Downturn in land and housing prices

¸Rising cap rate on class B and lower 

office buildings

¸Tighter standards at Japanese financial 

institutions for real estate loans

¸Sale of assets due to contraction in real 

estate loans at foreign financial institutions

¸Avoid risks associated with future 

declines in property prices

¸Rigorous management of inventories

¸Decline in investment unit prices of 

small/midsize REITs and their ability to 

purchase properties

¸Decline in ability to purchase properties 

due to reluctance of foreign financial 

institutions to extend real estate-related 

loans

¸Take advantage of the large number 

of available properties to purchase 

larger buildings

¸Use powerful financial position to 

acquire high-grade properties

¸Increase buyers of properties by 

targeting foreign life insurers and 

other institutions and operating 

companies in Japan
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Realignment of Business Domains

(million yen)

Speed the shift to midsize and large income-producing properties (existing condominium 

and office buildings)

II III
I. Business model expansion 

phase with focus on existing 

condominiums

-2004

II. Expansion of activities to 

include existing 

condominiums and office 

buildings

-2006

III. Real estate revitalization 

business growth phase

2007-

179

Others

Revitalization

Existing office buildings

Existing condos.

operating income

I

03                   04                  05                   06                  07             08(forecast)
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Key Issues and Initiatives

Taking actions aimed at improving profitability amid a worsening operating 

environment

Major issues ARDEPRO initiatives

Improve 

profitability

M&A

Concentra-

tion of 

resources,  

return to 

focus on 

large cities

¸ Buy and sell larger properties

¸ Improve profit margins

¸ Preserve and increase ability to buy 

properties

¸ Streamlined management structure

¸ Target new opportunities for growth

¸ Shift from nationwide operations to 

once again focus on large cities

¸ Reinforce internal management 

systems

¸ Focus on sale of large existing condominium and 

office buildings in central Tokyo

¸ Lower SG&A expense ratio by boosting efficiency

¸ Diversify fund procurement channels and hold the 

equity ratio steady

¸ Sold stock of subsidiaries

¸ Continue to study M&A opportunities

¸ Ended geographic blocks for business units and 

consolidated sales offices with branch offices

¸ Altered organization to strengthen administrative 

units


