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Q & A at Investors Meeting on May 21, 2020 (FY2019) 

 

Tokyo Century Corporation 

 

 

<FY2020 Financial Results Forecast> 

 

Q. 

With regards to FY2020 financial results forecast, could you clarify the breakdown for a YoY decrease 

of ¥16.1 billion in ordinary income and a YoY decline of ¥11.3 billion in net income attributable to owners 

of parent? 

My understanding is that credit costs, decrease in equity in earnings of affiliates and gain on sales of 

real estate were recorded in the FY2019 financial results documents. Could you please explain to what 

extent FY2020 financial results forecast factored in FY2020 outlook and the impacts of Covid-19 that you 

expect to be the factors to decrease profit and also the factors to change ordinary income?  

 

Ａ． 

 Tokyo Century recorded ¥12 billion in gain on sales in FY2019 while about ¥ 6 - 7 billion were recorded 

in capital gain every year. On the other hand, we have implemented stricter asset valuation and recorded 

credit costs and others in FY2019 Q4. In Mobility & Fleet Management, Nippon Car Solutions (NCS) 

realized credit costs due to rescheduling requests received from customers as a result of the Covid-19 

impacts. In regards to overseas, we booked credit costs for our business in China. Even if performance of 

each debtors are stable on the whole, there may be a risk of delinquency in payment deriving from poor 

performance in other businesses of group companies. Therefore, as a result, our subsidiary in China 

booked credit costs this time. In FY2019, we enjoyed an increase in capital gain and recorded credit costs 

at the same time.  

The major factors of a decrease in profit in FY2020 financial results forecast are a decline in profit in 

the rental car business and an absence of gain on real estate sales. In line with lower rental car demand 

in major tourist destinations, such as Kyusyu, Okinawa and Hokkaido, the demand for business trip has 

been declining in major cities. The rental car booking status in May has fallen to 50% YoY, recorded less 

than that of the Great East Japan earthquake. These are the toughest situations I have ever faced.  

As three months in the summer season is the peak period for the rental car business, the recovery is 

depending on the customer demand after the state of emergency is lifted in Japan.  Despite our 

anticipation of profit to recover up to a certain level in the rental car business for FY2020, I consider it 

would decrease ¥7 billion at worst compared to FY2019 results.  

We see that it is difficult to realize certain amount of gain on sales this year, we will continue operating 

while cutting back on selling assets this year although we have available-for-sale to generate capital gain. 

Therefore, capital gain is expected to be a decrease of ¥8 billion compared to FY2019 results.   

Apart from that, we are expecting a total of about ¥3 billion in credit costs from four operating segments 

as a common cost. In addition, we also anticipate a decrease of about ¥2 billion in sales of lease-end fleet 

compared to FY2019 results due to absence of overseas buyers. We anticipate a decrease of ¥20 billion 

in total while expecting equity in earnings of affiliates from NTT TC Leasing and an increase in profit in 

International Business.   
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<Business related to Aviation Capital Group> 

 

Q． 

Before the impact of Covid-19, we estimated that Aviation Capital Group (ACG) would contribute about 

¥23 billion in ordinary income. Taking into account the impact of COVID-19, how much income from ACG 

have you factored in for the FY2020 forecast? 

 

A. 

It was difficult to forecast ACG’s financial results. U.S.-based aircraft lessors have not issued guidance, 

despite their solid performances in FY2020 Q1. View on the timing of recovery from Covid-19 seem to 

differ between Japan and the U.S.  In Japan, we expect to reboot our operation smoothly after the state 

of emergency is lifted, however, ACG in the U.S. takes a more conservative view in projecting the impact 

of Covid-19.   

ACG’s forecast assumes bankruptcy of a certain number of airlines with low credit and a decrease in 

revenues from aircraft repossession. We are now expecting ACG’s FY2020 income to be approximately 

half of the ¥23 billion you estimated before COVID-19. You may think this forecast is rather conservative 

taking into account that ACG has already recorded ordinary income of US$68 million in FY2020 Q1 but 

the forecast takes into account the views presented by our U.S. subsidiary. 

 

Q.  

According to the documents released by ACG, it appears that the ratio of aircraft off-lease has increased 

up to 7%. What are the types of aircraft off-lease? 

 

A. 

  There are currently 13 unplaced aircraft off-lease but many of them are young aircraft with ages below 

5 years. We believe the probability of incurring impairment loss is relatively low considering that young 

aircraft generates greater cash flow than older aircraft considering the long remaining life.  

 

Q. 

  Looking through the documents issued by ACG, it looks as if maintenance reserves were transferred to 

allowance for doubtful accounts. What are the possible factors that would impact PL, including asset 

impairment? 

 

A.  

The allowance for doubtful accounts and the reversal of maintenance reserves were accounted for from 

different events and the amounts just happened to be at the same level. We recognized the maintenance 

reserves received to date as revenues as we repossessed certain aircrafts from a delinquent customer in 

accordance with our contract.   

As for the allowance for doubtful accounts, this was not related to a bankruptcy of an airline customer.  

We reserved for the amount of delinquent lease payments exceeding the amount of deposits/reserves as 

allowance for doubtful accounts for a certain airline. We will be realizing revenue on a cash basis for the 

airlines going forward. 
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Q. 

How will ACG deal with requests from airline customers for rent reductions and payment deferral for more 

than one year? 

 

A. 

In principle, ACG does not agree to such requests. ACG has generally only agreed to deferrals of three 

to four months. 

 

 

<Rental Car Business> 

 

Q.  

  Is there any possibility that profit in the rental car business that is expected to decline ¥7 billion in FY2020 

from FY2019 would significantly change along with controlling balance of payments and others? 

  

A.  

I have never experienced a rental car booking below 50%. However we have reflected the worst scenario 

in our plan. As the nature of the rental car business, profit jumps up as sales increase, and that trend is 

expected to accelerate in the summer season. Last year, the performance of the rental car business slowed 

down as a result of suspended operation at weekends and national holidays due to the impact of typhoons. 

We foresee that the performance would recover in FY2020 if there is no significant impact of typhoons, 

and such expectations are reflected in our target numerical values.  

 

Q 

 Could you please explain the factors the company expects to decrease ¥7 billion in profit for FY2020 

compared to FY2019 results? Based on the past revenues and profits positions, marginal profit ratio is a 

50% level. If the operation in summer is lower than it expected, is it possible to control fixed cost? 

 

A. 

  We have already been trying to reduce fixed cost, for example, through shortened business hours during 

the Covid-19 pandemic and streamlined five or six sales branches in the same area into one. 
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<The New Fourth Medium-Term Management Plan> 

 

Q.  

Despite the profit decrease forecasted for FY2020, payout ratio is sharply increasing. Are you aiming 

for 30% payout ratio presented in the New Fourth Medium-Term Management Plan (the New Fourth 

Medium-Term Plan) when profit turns to increase again? 

 

A. 

We intend to maintain a 30% payout ratio since we have increased our capital. Payout ratio reached 

36.9% only temporarily and we expect our profit will start increasing again.  

 

Q.  

 

Do you see a need to decrease ACG’s income contribution expectation in your New Fourth Medium-

Term Plan? Also, we understand ACG's segment assets were expected to increase by roughly ¥400 billion, 

but do you currently see a need to decrease this expectation as well? 

 

A. 

We have clearly identified the factors leading to the ¥130 billion in ordinary income and ¥80 billion in net 

income attributable to owners of parent by each operating segment. Although achieving the targets for 

each year may be delayed, we have no concern in achieving the target for the final year of our plan. ACG’s 

aircraft acquisition pace may slightly slow down, but even so, would be covered by the increasing needs 

of assets in other businesses and our overall segment assets target presented in the New Fourth Medium-

Term Plan still stands. 
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<Alliance with the NTT Group> 

 

Q 

Could you please tell us about prospective collaborations with the NTT Group as I suppose there should 

be various prospective projects? I would like to know more about profit, business scale and others, if there 

are specific cases like NTT TC Leasing. 

 

A. 

As it is difficult to talk about the business scale including other information, I would like to explain about 

some projects currently in consideration. For example, as a potential scheme in the field of real estate, 

Tokyo Century participates as an equity investor and NTT TC Leasing as a senior lender. Among other 

things, the most promising project is overseas data center business. The prospective collaborations with 

the NTT Group will probably turn out to be in quite a large scale over 3 to 4 years.   

 

Q.  

Will NTT TC Leasing take over the aviation financing from NTT Finance?  

 

A 

NTT TC Leasing will be providing aviation financing. 

 

 

<Credit Costs> 

 

Q. 

With regard to credit costs, will there be any changes in risk assessment and overall risk management 

policy especially for businesses overseas? 

 

A.  

  We have not changed our risk management policy on the whole. However, we foresee that it is risky to 

have a large exposure in the business with non-Japanese customers in China. 

 

Q. 

  How about the current receivables balance in Tokyo Century’s business in China? Is there any overseas 

exposure with possible credit risk?  

 

A.  

We have a total of about ¥30 billion of balance overall with regard to the business in China, including 

Japanese and non-Japanese customers and vendor finance. Credit costs concerning factoring business 

were recorded in FY2019, but the outstanding balance is not large. Apart from this, as for the overseas 

business, despite the rescheduling requests received in the auto business, they are not likely to generate 

large losses as each transaction is rather small.  

 

### 


