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CAUTION REGARDING FORWARD-LOOKING STATEMENTS
Statements made in this annual report with respect to the Mitsubishi Estate
Group’s current plans, estimates and strategies are forward-looking statements
about the future performance of the Mitsubishi Estate Group. These statements
are based on management’s assumptions, which are founded on currently
available information and therefore should not be unduly relied upon. The
Mitsubishi Estate Group cautions that a number of significant factors could cause
future results to differ from forecasts in the forward-looking statements.

We will strive to create a truly meaningful society through the
development of a secure, safe, comfortable and appealing urban
environment in each of our locations, acting as representatives
of the people who live, work, and seek leisure there.
The Mitsubishi Estate Group’s fundamental mission is to create a truly meaningful society through urban development.
With a core in development in its Building Business operations, Residential Development operations, Architectural Design
& Engineering operations, and Urban Development and Investment Management operations, the Mitsubishi Estate Group
aims to increase corporate value by wielding the synergistic effects of its value chain of businesses related to real estate.
We have positioned compliance and consideration of the global environment as cornerstones of all our businesses. By
constantly strengthening our foundations, we aim to continue onward as a good corporate citizen accepted by society.
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TO OUR SHAREHOLDERS

Financial Results
During the fiscal year under review, Mitsubishi Estate Co.,
Ltd. and its consolidated subsidiaries recorded revenue
from operations of ¥681,726 million (US$5,671.6 million), an
increase of 7.9% from the previous fiscal year. Operating
income grew 24.8% to ¥96,023 million (US$798.9 million).
Revenue and profit increased in Building Business operations owing to the sale of development projects by the
Rockefeller Group, Inc. Each of the remaining business
segments also achieved higher revenues and profits on the
back of improved operating performance.
Net income totaled ¥36,039 million (US$299.8 million),
a considerable improvement from the net loss of ¥71,058
million recorded in the previous fiscal year. Last year, the Company wrote
off unrealized losses on land and buildings, through a revaluation of land
and an impairment loss on property and equipment, to enhance the transparency and soundness of the balance sheets.

Operating Environment
In the real estate industry in Japan, the so-called 2003 problem (when new
office space peaks from the completion of several large-scale office buildings in Tokyo) had the effect of increasing vacancy rates in office buildings

Years ended March 31

Thousands of
U.S. dollars

2003

2003

1998

1999

2000

2001

¥548,731

¥565,259

¥574,396

¥630,990

31,848

22,327

18,421

19,832

(71,058)

36,039

299,825

As a percentage of
revenue from operations

5.8%

3.9%

3.2%

3.1%

(11.3)%

5.3%

—

As a percentage of
shareholders’ equity

7.2%

4.9%

4.1%

4.1%

(10.5)%

4.3%

—

Revenue from operations
Net income (loss)

Total assets
Total shareholders’ equity
Common stock

2002

Millions of yen

Cash dividends applicable
to the year

(Percentage Share)

¥631,564 ¥681,726 $5,671,597

2,103,258 2,283,773 2,285,771 2,535,263 3,035,795 3,007,927 25,024,351
454,057

459,574

440,731

518,766

832,497

839,953

6,987,962

86,534

86,534

86,534

86,534

86,534

86,534

719,917

Yen

U.S. dollars

Per share amounts:
Net income (loss)

Revenue by Segment

¥24.51

¥17.19

¥14.18

¥15.26

¥(54.70)

¥27.61

$0.23

8.00

8.00

8.00

8.00

8.00

8.00

0.07

Note: Yen amounts shown are translated into U.S. dollars, solely for convenience, at the prevailing exchange rate on March 31, 2003,
of ¥120.20 to US$1.00.
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Buildings 50.6%
Residential
Development 22.7%
Architectural
& Engineering 2.6%
Real Estate
Brokerage 11.6%
Custom-Built
Housing 4.9%
Hotels 4.2%
Other 3.4%

and softening market leasing rates. In the market for homebuyers, condominium sales were relatively strong for properties in popular city locations.
Overall, however, there are concerns for a possible rise in inventories of
unsold, completed units in reaction to the recent massive supply of new
condominiums.
Under these business conditions, the Mitsubishi Estate Group is concentrating on the redevelopment of the Marunouchi district, including the
Marunouchi Building, while aiming to improve management efficiency and
profitability by responding to changes in the operating environment and
real estate market.

Introduction of Executive Officer System
In the fiscal year ended March 31, 2001, the Mitsubishi Estate Group implemented management restructuring, including a move to a Groupwide
divisional structure. In April 2003, to make further progress in this direction, the Company introduced an executive officer system based on the
current Japanese Commercial Code to reinforce management and supervisory functions, strengthen business execution functions, increase
management efficiency and accelerate decision-making.
This move divides the role of directors, who are in charge of management and supervising, from that of executive officers, who are in charge of
business execution. At the same time, the new system aims to invigorate
the Board of Directors by reducing the number of directors, and accelerate
decision-making by allowing executive officers to devote their attention to
business execution.
We also established the Advisory Board, comprising outside experts, to
create a structure that ensures transparency in decision-making.

Progress on Medium-Term Management Plan
In March 2002, the Mitsubishi Estate Group announced its medium-term
management plan for the three-year period beginning in the fiscal year
ended March 31, 2003.
As the functions of ownership and management of real estate continue to
separate due to the collapse of the myth of ever-higher land prices and the
birth of the Japanese Real Estate Investment Trust (J-REIT), it has become
necessary for real estate companies to change their business models.
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Marunouchi Building

Within the basic mission of the Mitsubishi Estate Group to “Create a
Truly Meaningful Society Through Urban Development,” we recognize that
development is at the heart of future business expansion in this constantly
changing business environment. And through our three basic management
directives—increase corporate value based on cash flow; instill the principle
of “customers first” to survive in a competitive market; and pursue collaborative management to realize higher added value—we aim to increase the
value of the entire Group.
We are pleased to announce that the medium-term management plan
had an excellent start in the fiscal year ended March 31, 2003.

Medium-Term Targets
for the Fiscal Year Ending March 31, 2005
EBITDA

¥170.0 billion

Revenue from Operations

¥723.0 billion

Operating Income

¥110.0 billion

Interest-Bearing Debt

¥1,160.0 billion

Business Conditions
In Building Business operations, we opened the Marunouchi Building in
September 2002 as the first stage of the Marunouchi Redevelopment Project.
The Marunouchi Building began operations at full occupancy, and visitors
and store sales in the commercial section surpassed our expectations.
As the second stage of Marunouchi redevelopment, the Mitsubishi Trust
and Banking Building began operations with full occupancy. We will continue to increase the added value of the Marunouchi area through steady
progress on the Marunouchi Redevelopment Project.
We aim to improve profitability in Building Business operations through
cost reductions at existing buildings. In areas other than Marunouchi, we
are aggressively promoting fee-based businesses, such as consulting, as a
part of our non-asset business.
In Residential Development operations, our strategy of focusing on the
Tokyo metropolitan area for condominium sales has been successful. Of
new unit sales in the fiscal year ended March 31, 2003, 78% were in the
Tokyo metropolitan area. In product planning, we are concentrating on
high-rise condominiums, large-scale condominiums in comfortable
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The Yokohama Towers

environments with common facilities, and properties in urban areas with
short-term development turnaround. Although the condominium market is
softening, we are making every effort to maintain performance through our
area strategy and differentiation in product planning.
In Architectural Design & Engineering operations, performance has
been strong since the division was made into the independent subsidiary
Mitsubishi Jisho Sekkei Inc. We believe this will lead to improved earnings
for the Mitsubishi Estate Group as synergistic effects are gained through
close cooperation between Group companies.
We strengthened the Urban Development and Investment Management
Division in April 2003 due to the increasing importance of this business.
The division will focus on the business of developing and managing incomegenerating real estate properties for J-REIT and other real estate funds.
Moreover, through Mitsubishi Jisho Investment Advisors, Inc., we are
strengthening our asset management solution functions to resolve any real
estate difficulties faced by our customers.
In International Business operations, we completed Paternoster Square in
London, England. Our office buildings in the United States are also enjoying
stable operations. We are working to improve operations mainly through cost
reductions in the U.S.-centered global real estate brokerage business.
In Custom-Built Housing, Hotel Business and Recreational Facility operations, we are working to improve operating efficiency and achieve higher
profitability through cost reductions.

A Closing Word to Our Shareholders
With the keywords “speed” and “flexibility” in mind, and by accurately
responding to the rapidly changing management environment, we have
worked to increase corporate value. In addition, based on the keywords of
establishing superior competitiveness and taking on risk, we aim to make
the current fiscal year one of great progress. As a result, we are positioned to
take several significant steps forward on the medium-term management plan.

August 2003

Shigeru Takagi

President
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