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anime from the free-answer surveys taken by all the anime studios.

Only a Year After the Effects of COVID-19, 2021 Returned to Basic Growth Trends

The anime industry was very affected by the COVID-19 pandemic in 2020, but it recovered quickly by 2022. The entire industry was gripped by nervousness when the state of emergency was announced in April 2020, but production pace was back to

normal in the second half of the year due to developments such as the introduction of remote work. As a result, 2021 showed the highest profits in history, surpassing the previous highest-grossing year, 2019. We can see that there is a stable demand for

(The Industry Reached 2.74 Trillion Yen, 113.3% of the Previous Year, Showing a

Return to Growth Trends from Before COVID-19)

The anime industry market had grown for ten years straight from 2010 to 2019, but in 2020, the direct hit from the
COVID-19 pandemic made it drop to 96.5% of the previous year. The pandemic continued into 2021, but profits grew
dramatically to 2.74 trillion yen, 113.3% of the previous year. 2021 created a new record of 9.1% over 2019’s 2.51 trillion
yen, the previous record, and it is believed that the effects of COVID-19 were firmly stopped in their tracks. On the other
hand, the domestic market is forecasted to shrink due to the decreasing birthrate and aging population. Moreover, the
global streaming market may have reached its peak. The industry seems to be losing the momentum that it reached in the

mid-2010s. This shift will gain considerable attention moving forward.

[Figure 1] The Japanese Animation Market in a Broad Sense (Yen in billions)
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[Figure 2] Japanese animation market trends in a broad sense (billion yen)
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Thinking of the Primary Factors Driving the 2021 Market

(Internet Streaming, Merchandising, and Foreign Business Drove the Market’s Record
High in 2021)

The Japanese anime industry has been steadily growing since 2010, but the unprecedented COVID-19 pandemic that

raged havoc in 2020 stopped that growth in its tracks, with the industry making only 96.2% of the previous year’s profits.
However, the main reason for that is the reduced profits that came about from schedule delays were carried forward. In
the free response section of the survey, studios said that production orders have continued to increase and that the number
of projects is more than the number of production studios available, so production costs continue to rise. Because of that,
there’s a high possibility that earnings will improve. This shows that the Japanese anime market is supported by stable
demand. All fields of the industry profited in 2021 compared to 2020, but compared to the previous records made in 2019,
the fields that increased were Video, Streaming, Merchandising, and International. TV, Movies, Music, Amusement, and Live
Viewing fields all declined. The fields that drove the growth in 2021 were Streaming (+86 billion yen compared to 2019, a
share increase of 37.6%), Merchandising (+76 billion yen compared to 2019, 33.5%), and International (+113 billion yen,
49.3%). Together, they increased to 275 billion yen, but Movie, Amusement, Live Viewing, and other fields declined, so
compared to 2019, the total industry increased by 228 billion yen. It can be said that those three windows are what
supported the growth of the anime industry in 2021.

(The International Market Recovered From the Previous Year But Didn't Reach Domestic
Figures)

The international market improved 74 billion yen (106%) from the previous year - from 1.24 trillion yen to 1.31 trillion
yen. That is an improvement of 113 billion yen (109.4%) over 2019’s 1.2 trillion yen. The international market has
continued to grow since the 2000s, when content like Pokémon expanded overseas. After that, it has seen many struggles
such as the collapse of the Video market, rampant internet piracy, Chinese broadcast restrictions, the 2008 financial crisis,
and the appreciation of the yen. Nonetheless, with the improvement of internet services in the mid-2010s, Chinese binge
purchases of legitimate content guided by the government, and rapid progress of American streaming platforms, the
International field has grown rapidly. Plus, that momentum kept up even during the COVID-19 pandemic, as the number
of people staying at home became an impetus for continued growth, so it overtook the domestic market in 2020. However,
in 2021, the domestic market reversed the situation by a small margin. The domestic Streaming market rebounded grandly,
which led to the change, but the international market itself had also grown to three times its original size between 2015
and 2017, and now in the 2020s, it seems as if it is gradually leveling out. For Japan, which has a decreasing birthrate and

an aging population, the trend of decline of the international market is one to be concerned about.



[Figure 3] Comparison of Domestic and International Anime Markets (Broad Anime Market/Units of Hundred Million Yen)
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(The 2021 Anime Industry (Profits of the Small Anime Market/Production Companies))

The anime industry is a market of studios that produce and create content. In 2021, this market increased by 18.3 billion
yen (106.7%) compared to COVID-stricken 2020 to 293 billion yen. It did not reach the record high of 2019, which was
302 billion yen, but it can be said that the market is returning to its pace of growth before the pandemic.

[Figure 4]Trends in Japanese animation market in a limited sense
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(The Future of Increasing Production Costs)

Production costs have continued to increase over the past few years. Just like last year, multiple free answers on the surveys
alluded to rising production and other costs. “Because of soaring labor costs due to work style reforms, there has been a sharp
rise in unit costs when hiring contractors, so anime production costs are rising at a faster speed than the costs for orders.
Additionally, since there is a shortage in production and creation staff; it is very difficult to create an anime production system.
The standards required for anime production are steadily growing, which is a primary factor in the increase in cost.” This
description is an example of the cycle of how implementing work style reforms requires hiring more personnel, which leads to
rising costs, but then as that continues, there is a shortage in human resources which leads to even higher labor costs. Of course,

that is the same for contractors. How long will this continue? How will the industry adapt?

(The North American Box Office in 2021 ~ What Is Happening in the United States?)
Because of the COVID-19 pandemic in 2020, out of the three major anime movie markets (including domestically
produced animation), Japan and China were not very affected. However, the biggest market, North America, had box-office

takings that were only 14% of the earnings in 2019, showing devastating effects from the pandemic. The market was

expected to bounce back in 2021, but while it did increase from the previous year, it stopped at 29.3% of earnings in 2019
at 6.5 hundred million dollars. That was not a direct result of the COVID-19 pandemic, but it is likely due to the acceleration
of Streaming becoming customers’ first option for several reasons, including movie theater closings. Pixar and Disney had
boosted the American animation industry since the mid-2000s, but they changed direction to releasing some films only on
streaming platforms without a theatrical release, which had a great effect on the movie theater industry. This is potentially
a dangerous problem not just for American movie animation, but for animation overall. The North American animation
box office has not seen a hit after the COVID-19 pandemic, so it will collapse if this continues. Now that Pixar and Disney

are focusing on streaming, there is great attention on their future practices.
[Figure 5]The Shifts in the North American Animation Box Office (Including Foreign Films) from 1980 to 2021 (in Millions of Dollars)
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Chart-1

Trends in Japanese Animation Market (2022version)

The upper part shows Japanese animation market trends in a broad sense (i.e. market size based on estimated revenues in animation and animation-related product markets). The lower part shows Japanese animation market trends in a more limited sense (i.e. market size
based on the estimated revenues of all domestic commercial animation studios). It’s obvious that the animation market in a broad sense is overwhelmingly larger than in a limited sense. This is because the animation-related businesses including character merchandising
have significant leverage effects.
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Irends in Japanese animation marketin a I|m|ted S@NSE (i.e. market size based on the estimated revenues of all domestic commercial animation studios) {2002 — 2021)
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Chart-2

Trends in Japanese Animation Market (2022 version)

The Domestic Anime Market Overtook the International Market After the COVID-19 Pandemic, Supported by Streaming and Merchandising

Production Minutes of TV Animations (2000-2021)
The Growth of Late-Night Anime Compensates for the Loss of Daytime
Anime

TV Animation programs (1963-2021)
The Changing Television Broadcast Initiatives: Connecting TV Broadcasts
and Streaming with Social Media as a Bridge

1 TV animation programs newly broadcast in the year.

uTv ammatmn programs broadcast/serialized conti ly from the previous years.

*TV prog 3 inserted in other TV programs, and TV animations combined with live-action
programs are all covered.

*The data has been closely examined in the "Nenkan Perfect Data” since 2014.

350
(title)

There was a slight increase in TV anime titles in 2021 to 310 from 308 the previous year. There were 96 continuing titles (previously 97),

300

with 214 new titles (previously 211), so while new titles have increased three years in a row, the number of continuing titles has
decreased. Many titles were originally scheduled to air in 2020, but had production delays due to the pandemic. That is one of the reasons

for the increase in late-night and new titles in 2021. Also, while daytime broadcasting hours have been reduced overall, TV Tokyo

same time. TV still plays an essential role as the trigger for zeal about a program
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Box Office Revenue of Theatrical Animations (2000-2021)
Despite Not Having Any Mega-Hits, Several Titles Drove the Market Scale to
Its 3rd Largest Size in History

The earnings of anime movies in 2021 were 108.6% of the previous year at 60.2 billion yen. That puts it in third place
after 2019’s 69.2 billion yen and 2016’s 66.3 billion yen. These calculations total all of the movies released from
January 1st to December 31st and their profits, so profits from movies with release periods that stretch over two
years are split across the earnings record of both those years. As a result, 2021’s records include 8 billion yen from
Demon Slayer The Movie - Mugen Train. Until now, years with top records had historical record-breaking Japanese
anime movie mega-hits, but in 2021, multiple titles supported the growth of the industry: Evangelion: 3.0 + 1.0 Thrice
Upon a Time, Detective Conan: The Scarlet Bullet, Belle, and Jujutsu Kaisen 0, released in December. Put together, these
movies reached profits of over 60 billion yen.

69.2
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Source: The Association of Japanese Animations, based on the data by Motion Picture Produ:ers Association of Japan/Kinema Jumpo/
Bukatsushinsha(Data edited by Mindbase Inc. from 2000 to 2008 and by the Association of Japanese Animations from 2009 to 2020)
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the total sales of Japanese ani
genres in the leporl by the Japan Video Seftwae Association.

Hit Titles Can Drive the Market to a Sudden Expansion

In 2020, the Japanese anime Video Package profits were 117.5% of the previous year for 9.0
66 billion yen. The market had been declining steadily for the past seven years since 2013,

but it suddenly increased. The releases of Demon Slayer The Movie - Mugen Train (9.7
billion yen) and Uma Musume: Pretty Derby Season 2 (7.4 billion yen) supported the G

for adults and Japanese animation for children among the
120.0

o

jump up. Those two titles were breakthrough hits even when compared to the past
decade, making up 26% of the 2021 Anime Package market. All titles below those 4
reached similar levels of previous years. The Japan animation package market is the
global exception, as it continues to profit even as the rest of the world is shifting to
Streaming. It is believed that the purchases of anime packages continue in Japan dueto g

the many opportunities to interact with anime both in the real world and on the internet. 0

o
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250 removed the weekday evening anime slot on every day except Friday, so broadcast time slots for animation themselves have decreased,
This is because the target demographic, children, have had lifestyle changes, such as attending cram school. Additionally, a few anime
series aimed at kids and families, such as Bakugan, have switched from TV broadcasts to YouTube. On the other hand, each TV network
200 has established an anime division, has anime production company subsidiaries, created new late-night broadcast slots, and expanded into
international streaming, so there are concentrated efforts to develop the anime industry. With the exception of anime movies, social
media is being used as the overwhelmingly main format for media expansion of new anime. If even original series that are not well-
150 known can use social media to draw attention, including from audiences that are simply considering it, then they can guide viewers to
streaming services after the broadcast. As a result, there is enthusiastic demand by viewers to have fans watch the same broadcast at the
” T ”ll"' I
® L [ ]

®© 00000050000 N090000 %0000 00000 0eoeceoeeloeoeeeseee e NI

Based on a survey conducted by the Association of Japanese Animations

The Number of Theatrical Animation Works and the Production
Minutes (2000-2021)

Staple Series Released No Films, But Production Minutes and Titles Increased

The number of production minutes in 2021 increased by 17% to 6,057 (5,166 the previous year). There were 73 titles
(previously 71) released. Because of the COVID-19 pandemic in 2020, several anime movies were canceled or delayed;
their release in 2021 affected the number of 2021 production minutes. However, staple series such as Pokémon or
Doraemon did not release any movies, so it cannot be said that the industry has fully escaped the effects of COVID-19. Still,
11 anime movies made more than 1 billion yen in 2021, which is 3 films more than 2020’s 8 movies. There is strong
demand for and stability in anime.

In 2021, the number of anime production minutes was 106.4% of the previous year at 109,610 minutes (previously 103,021).
While the production minutes for daytime anime has reduced to 42,967 minutes (88.4% of the previous year), late-night
slots increased drastically to 66,643 minutes (122.4% of the previous year). The growth of late-night anime slots is
compensating for the reduction of daytime anime slots. More minutes of TV anime have generally been produced since the
end of the 1990s, due to the increase in late-night anime, and reached a record high in 2006. After that, the numbers
continued to drop until 2010 due to the decline in the Video market but rebounded after 2011 until 2018 due to the
expansion of fields such as Amusement, International, Streaming, and Live Entertainment. It saw another declining trend
until 2020, but in 2021, it suddenly began increasing once again. Because of the COVID-19 pandemic, many titles were
delayed, which caused a decrease in 2020, but were broadcast in 2021, causing an uptick in production minutes.
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Based on a survey conducted by the Association of Japanese Animations

Animation Distribution via the Internet (2002-2021)
The Continuously Escalating Pace of Anime Streaming

The profits from domestic anime streaming in 2021 was 165.6% of the previous year at 154 billion yen, which is a
much quicker pace than previous years. The long COVID-19 pandemic and the stay-at-home demand resulting in the
popularization of subscription streaming services are underlying reasons for the escalation. The Streaming market
exceeded the Video Package market in 2019 and the Television market in 2020, and became the de facto central
window for anime viewership. On the other hand, now that the world is going back to normal, it seems as if the
expansion of the Network market began slowing down in the latter half of 2021. Internet streaming of TV
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broadcasts and pay-per-view work well with anime, so those usages and expectations have expanded, but it remains
to be seen if the anime streaming market can continue to maintain or grow from its current 150 billion yen scale.
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Merchandising Related to Animation (2000-2021)

3 Revenues arising only from Japanese animation characters ranked in the top 100 characters sefling well in Japan were tallied. ,«g
(billion

3 No uses of advertisement, promotion, or Puhmlnoam inchuded.

¥ The valves from 2007 to 2013 are recounted in
Characters Are Shiftir ng From Sources of Comfort to Targets  , °
of Support
The 2021 Japanese anime character merchandising market grew dramatically to 114% of the previous  400.0
year at 663 billion yen. Due to the continuing COVID-19 pandemic, restricted admission to events
caused difficulties in selling merchandise, but sales were still favorable due to e-commerce and other 3y
linked online activities. Looking at separate titles, the merchandising of many different anime series saw
positive sales results, such as Demon Slayer, which had become a social phenomenon the previous year
and continues to support the market, Pokémon, Evangelion, Sumikkogurashi, and more. 200
Through the connections on social media and the great influence that video streaming has, categorizing
the character field as being for core fans or kids and families no longer seems valid when consideringits  100.0
current conditions. Until now, characters have been a source of comfort to help relieve some of the
stress of daily life, but now they are targets of support that give viewers energy and vitality. The changes 0.0 =

in consumption due to people pouring money into their favorite characters have contributed to the 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 2
expansion of the market. Calculated by the Association of Japanese Animations based on the data from "CharaBiz DATA" (2001-2020)
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The number of works licensed
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Chart-4

Distribution of Japanese animation studios 020 version)

* Animation studios herein includes business operators engaged in planning, production, script writing, direction, key-drawing, in-between, CG (2D and 3D), background, art, special effect, shooting and editing.

* Headquarters locations are listed, ot udios are not included.

The Distribution of Anime Production
Studios in Tokyo

‘ In 2020, there were a total of 811 companies involved in anime production
(planning/production, script, direction, key animation, in-betweens, CG
(2D and 3D), coloring, backgrounds/art, special effects, filming, editing,
and other parts of the production process). This is 189 companies more
than the survey done in 2016 (622 companies) and 392 companies more
than 2011 (419 companies). 692 companies, or 85.3% of the total, were in
Tokyo, but this is a reduction from 87.3% in 2011 and 87.1% in 2016. Re-
garding the locations of the studios, 149 companies are in Suginami-ku,
103 in Nerima-ku, 52 in Shibuya-ku, and 47 in Nakano-ku, so it is clear that | )
anime production companies are concentrated in the Suginami and /
Nerima areas. The three original anime production companies, Toei Doga
(now Toei Animation), the original Mushi Production, Tatsunoko Produc-
tion (now Tatsunoko Pro), along with Tokyo Movie (Now TMS Entertain-
ment), have been in existence since the beginning of TV anime history.
These companies were established along the Seibu Ikebukuro Line, the
Seibu Shinjuku Line, and the Chuo Line, resulting in anime production
companies gathering in the Suginami and Nerima areas of west Tokyo. On
the other hand, CG companies are growing in number in Shibuya-ku, so as
processes that were once hand-drawn are increasingly being done with
CG, companies that mostly did CG production for other industries like
video games, live films, and amusement establishments are now partici-
pating in anime production. Thus, more CG companies connected to anime
companies are being established, and they are being located in the urban
subcenter of Shibuya-ku.

Hachiojishi

Anime Production Continues to Move Out of Tokyo

The heavy concentration of anime production companies in Tokyo is receding slightly as some are beginning to leave the city. One of
the reasons is the goal of each company to hire more human resources. One of the chronic problems of anime production is the lack of
human resources, and one of the causes is that the industrial structure of having companies concentrated in Tokyo made it difficult for
people outside of Tokyo to find employment in the industry. However, in recent years, many anime production companies are being
established outside of Tokyo and often link up with regional educational facilities to teach students and offer employment opportuni-
ties. Because of that, there is now the option for students to find work at an anime production company in their local region.

Also, the digitalization of the production processes is also a crucial reason for anime production companies moving outside Tokyo.
Until the 2000s, TV anime was delivered to the networks via tape. The networks were located in Tokyo, so being in Tokyo was a require-
ment. However, now that processes including delivery have become digitized, there is no need to be situated in Tokyo. These calcula-
tions don’t include any studios other than the head office, but regional art studios specializing in digital art are increasing in number,
and even more CG studios are also being established outside of Tokyo. It can be assumed that as digitalization continues, anime pro-
duction companies will also continue to be based outside of Tokyo.
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The 2021 Anime Market Reached 2.74 Trillion Yen, 113.3% of the
Previous Year; The Market Returns to Growth After Limiting the
Influence of COVID-19 to One Year

Anime Industry Report 2022

The 2021 anime market reached earnings of 2.74 trillion yen, 113.3% of the previous year. It has recovered from the recession
caused by the COVID-19 pandemic, and each field in the market has increased from the previous year. Compared to 2019,
the four genres of Video, Streaming, Merchandising, and International exceeded 2019’s numbers, but all other genres are
still on their way to recover.

We hope this information will be useful to your business in the anime industry.
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