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production studios.

In 2020, the Anime Industry Took a Direct Hit from COVID-19

What happened to the anime industry after a direct hit from COVID-19 in 20207 The industry had been growing for ten years straight since 2010, but the difficult restrictions brought about from the state of emergency affected both anime businesses and

Trends in the Anime Industry Market Due to COVID-19

(The anime industry market reached 2.4 trillion yen, 96.5% of the previous year, due to
COVID-19.)

The anime industry market, which had been growing for ten years straight, received a direct hit from COVID-19 in 2020.

The anime industry market in 2020 was 96.5% of the previous year, which is 88.4 billion yen less, for a total of 2.426 trillion
yen. Of the nine windows that the anime industry market is made up of, seven (excluding Streaming and International)
reported lower profits than the year before and overall reported a loss of 3.5%. It can be said that the anime industry was
not overly affected by the pandemic. It was thought that the anime movie industry would have been greatly affected by the
closures of movie theaters and restricted admission limits, but due to the unprecedented hit of Demon Slayer The Movie -
Mugen Train, the anime movie industry was able to keep losses to 10.8% of the previous year. Merchandising, which takes
up 1/4th of the entire market share, stayed close to stable at 99.2% of the previous year, while International, which is 1/2th
of the market share, grew slightly to 103.2% of the previous year. This means the overall anime industry market stayed at
96.5% of the previous year.

[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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Based on questionnaires conducted by the Association of Japanese Animations and other publicly available statistics

Topics in the Japanese Animation Industry from 2020 to 2021

(The Avid Demands and Market Decline Regarding Anime)

Though the anime industry market declined in 2020, it does not mean that the demands for anime have declined.
According to surveys done on anime studios, the demand for anime production is increasing. While the effects of the COVID-

19 pandemic have doubtlessly had an influence, there is no record of that being the conclusive reason for the decline from

» o«

the previous year. “As streaming standards improve, there is a continued expectation for orders.” “More titles are being

» o« ” o«

produced throughout the whole anime industry.” “Both the titles and production companies are increasing.” “Orders for

”

titles to be produced continue to increase, so we can expect a favorable situation.” “It hasn’t changed very much from how

it always has been, but we have offers to produce titles into the distant future, so we're grateful for the work.” The surveys
received comments like these on the production numbers. Other comments referred to the rise in production costs, with

some answers saying that profits are going up due to the increase of titles in production and production costs. “We can

» o«

expect production costs to go up as streaming and related businesses continue to expand.” “Profits are going up as

» o«

production budgets are rising.” “Because the number of projects that make it to production is increasing, so are production

»

costs.” “The production budgets have increased this year, just as they had last year.” However, in reality, profits are
decreasing.

(The Relationship Between the Schedule Delays and Profits)

The reasons given for the decrease in profits in 2020 in the surveys are as follows.

“Because of COVID-19, it was difficult to predict when the products would be finished, and we suffered delays beyond our

original schedule.”



“We had to create an environment for work-from-home, and there were delays in the production schedule.”

“Most titles had their schedules delayed. We were unable to prepare for next year’s titles, so those schedules are delayed
as well.”

When we look at these answers, we can see that despite the avid demand for content and the rise in production expenditure,
profits were decreased due to schedule delays caused by the COVID-19 pandemic, meaning that there were also delays in
payments. When anime for both TV and movies are delayed, it affects not just the Television and Movie fields but also Home
Video and Streaming. According to the survey, “Because there were no new titles since last year, we can expect that
domestic profits, especially for streaming, will decrease. If only old titles are available, profits will decrease no matter what.”
Despite the fact that the streaming market (total profits) have greatly increased to 135.8% of last year, including older titles,
the income of anime studios from the streaming industry market decreased precisely because there were fewer new titles.
Although the industry’s market sentiment was the same as the previous years, numbers dropped because schedule delays

led to payment delays.

(The Domestic and International Markets Have Finally Turned the Tables)
In 2020, the international market finally overtook the domestic market. The domestic market reported profits of 1.186

trillion yen, which was 90.3% of the previous year, while the international market reported 1.239 trillion yen, 103.2% of
the previous year. The international market has been rapidly growing since 2015, and it was thought that it would overtake
the domestic market in 2019, but as the domestic market was also growing, those predictions came true a year later than
expected. However, the difference between the domestic and international markets was only 52.7 billion yen, and it is also
affected by the COVID-19 pandemic, so it is worth keeping an eye on the market’s future.

Application games can be seen as having affected the growth of the international market even during the COVID-19
pandemic. The survey did not touch on the international market, but the Toei Animation March 2021 financial statements
on their international copyrights included references to how app games based on titles such as the Dragonball series in the
US and Slam Dunk in Asia have been increasing their profits due to a favorable response. It is estimated that the

international sales profits of the online game market based on anime or manga comics will continue to rise.

[Figure 3] Comparison of Domestic and International Anime Markets (Broad Anime Market/Units of Hundred Million Yen)
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Based on questionnaires conducted by the Association of Japanese Animations
$¢The annual average rate of Principal Global Indicators is adopted as the exchange rate.

(The Number of Minutes Produced of TV Anime Continues to Fall, Reaching 100,845
Minutes, 94.3% of the Previous Year)

The “staple food” of the Japanese anime industry is television anime.. In 2020, the number of minutes produced of TV anime
was 100,845 minutes, 94.3% of the previous year. The number of TV anime produced has been growing since the expansion of
late-night anime at the end of the 1990s and reached a peak of 136,407 minutes in 2006. However, after that, due to the Home
Video market suddenly shrinking drastically after a declining trend, there were only 90,445 minutes produced in 2010, 3/4s of
the minutes produced at its peak. Later, the windows of Amusement, International, Streaming, and Live Entertainment made up
for the decline in Home Video, and the number of minutes produced once again increased, reaching the market’s #2 record of
130,347 minutes in 2018. But then, in 2019, the numbers dropped drastically to 106,966, 82.1% of the previous year. With the
influence of the COVID-19 pandemic in 2020, the number of minutes produced once again dropped. However, it is believed that
the number of minutes produced will recover once the COVID-19 pandemic is over.

[Figure 4] Production Minutes of TV Animations
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Based on a survey conducted by the Association of Japanese Animations
(The Effects of COVID-19 Seen in Japan, the US, and China)

Compare the precise numbers of the box-office revenue in 2020 for Japan, the US, and China. The graph below features
the box-office revenue for all three countries of all movies as well as animation produced in their own countries. It can be
seen that the North American market dropped significantly compared to 2019. The box-office revenue of all movies was
210.3 billion yen, 18.6% of the year before, while the box-office revenue for American animation movies reached 31.6
billion yen, 12.8% of the previous year. Next, take a look at China. The overall box office revenue was 321.9 billion yen,
31.4% of the previous year, while Chinese animation movies made 29.1 billion yen, 26.1% of the previous year. Despite
Japan’s overall box-office revenue being 143.3 billion yen, 54.9% of the previous year, the Japanese anime box-office
revenue reached 61.7 billion yen, 89.1% of the previous year, making it the year with the third-highest revenue in Japanese
anime history. However, this is because of the release of Demon Slayer The Movie - Mugen Train, which managed to unseat

the immovable Spirited Away from the spot as the top-grossing anime movie of all time.

[Figure 5] Box-Office Revenue of All Movies in Japan, the US, and China in 2020 (billion yen)

Previous Year

Total Box—Office Revenue

Japan 2612 143.3 54.9%
United States 11321 2103 18.6%
China 1,0243 321.9 314%

[Figure 6] Box-Office Revenue of Anime Movies Produced in Their Own Country in Japan, the US, and China in 2020 (billion yen)

Previous Year

Box—Office Revenue of Anime Movies Produced in Their Own Country

Japan 69.2 61.7 89.1%
United States 246.3 316 12.8%
China 111.6 29.1 26.1%

Prepared by the Association of Japanese Animations based on BOX OFFICE MOJO and Maoyan.com



Chart-1

Trends in Japanese Animation Market (2021 version)

The upper part shows Japanese animation market trends in a broad sense (i.e. market size based on estimated revenues in anintion and animation-related product markets). The lower part shows Japanese animation market trends in a more limited sense (i.e. mket size
based on the estimated revenues of all domestic commercial animation studios). It's obvious that the animation market in adad 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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e

DTV @ Movie ® Video @ Internet Distribution (® Merchandising ® Music @ Overseas (® The Pachinkoand the like (9@ Live Entertainment Definition of each item
(end-user basis)

2,600billion yen 2,51biLliom

. 1) TV: domestic TV animation revenues
2,400billionyen 0— 2) Movie: domestic theatrical animation box office revenues

- 319.9 263.0 3) Video: domestic videogram animation revenues (DVD, etc.
2,200billion yen 2,148i | |jon-2180iLLion —  media)
- 62.9 1.4 4) Internet Distribution: domestic online animation revenues
1,990illion . o )
2,000billionyen 537 283. 5 — 5) Merchandising: domestic animation -related merchandise
Lt I . 08T . |'6e)V:/1nU:c5 domestic animation -related music revenues
- 48. 4 | usic: ic animation - usic revenu
1.800billion yen ane 281.8 7) Overseas: overseas Japanese animation revenues (movie, TV,
1, 638i Llion videogram, MD, etc.)
illi 31.8 294.1 | , MD, etc.
1,600billion yen 1, 4761 LLion 1,200.9 8) Pachinko and Pachinko -slot machine: estimated shipment value
— 24. 208.1 | . 1,239.4 of animation character -themed Pachinko and Pachinko -slot
1,400billion yen 13081 LLion 1,35BIHI0TI_,I 318i L Lion 1’32ui[“0?],33Billi(ﬁ1,34billion o R — machine machines.
1.22Bi Llion ! ’ 152.8 1,266ilLlion 122.6 . 67,7 994.8 » VU9, 9) Live Entertainment: animation -related live -performance, event,
— 111Bi Ll : 166.5 . 202. 6 2217.2 583. 4 : — exhibition, and cafe revenues (Note 4)
1,096illion " DLLR® : 326. 6
] 482 521.5 520.4 439.0 413.7 286. 7 282. Note 1: Domestic TV animation revenues were calculated based on
421.2 : 254.4 266.9 240. 8 29.2 the following formula: (the sum of commercial TV broadcast
372.5 : 26.3 40.6 32.5 28.3 2. 32.4 36.9 337 27.6 stations’ revenues and NHK's broadcast revenues) x (the ratio of
800billionyen —| 12.0 26.1 35.0 41.4 ’ 34.4 35.8 ——  animation program to overall program broadcast minutes) +
13.8 23.5 (revenue of animation channels)
— ’ 9.1 655. 2 I Note 2: Pachinko and Pachinko-slot machine with animation

598.5 579. 4 586. 8 581.9 character values were estimated based on their percentage of total
530.5 597.4 536.4 559.17 627.4 594.3 573.2 552.2 503.7 500.3 Pachinko and Pachinko- slot machine shipments .
Note 3: The survey for Pachinko and Pachinko- slot machine started
47 from 2008.
g g 93.0 Note 4: The survey for Live Entertainment started from 2013. The
3
6 1

1,38illion

1,200billionyen

w

-3

1,000billion yen

o

600billionyen

_ 435.0 433.7 461.7 504.9
400billionyen

34.
115.
47,
102.

1

—

200billionyen 1 106. 3?9 amount is the sum of the revenues of the following: anime
. R?.Q song/voice actor appearances, events, 2.5D musicals, museums,

S0t
w\oo B
—_
o — 3o
o co0
O —Oon
L1 —row
—
O COco A~
S IS, V-1
ocuvao
oo i3
o o
o wo
o ot
o —o
— v
W NDO\S
—3 oo
o ouIoy
I~ OO0
SIS, |

2
0
4
9

O oo O

1
0
2
9

o—=w
& oo oco B~
— o0 oo —
e
orow
=1 TN}
oW ——
FNOrSGENC
[SN-STIR Y
o wo —
o W —

1

—

exhibitions, cafés.

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 ote 5: The revenues for Merchandising from 2007 to 2013 were
N\ J

Based on questionnaires conducted by the Association of Japanese Animations and other publicly available statistics

0 yen

Trends in Japanese animation market in a limited sense (i.e. market size based on the estimated revenues of all domestic commercial animation studios) 2002 — 2020)
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Chart-2

Trends in Japanese Animation Market (2021 version
The COVID-19 Pandemic Rapidly Shifted the Windows so Streaming Overtook TV Anime

TV Animation programs (963-2020)
Was the reduction in titles due to the delay in broadcasting during the
COVID-19 pandemic temporary?

TV animation programs newly broadcast in the year.

TV animation programs broadcast/serialized continuously from the previous years.
*TV animation programs, animations inserted in other TV programs, and TV animations combined with liveaction
programs are all covered.
*The data has been closely examined in the “"Nenkan Perfect Data” since 2014.
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(title) In 2020, the number of TV anime titles was 278, 92% of the previous year, and the fourth year of decline. Among them, 93 titles were continuations, and
300 185 were new. The irregular cause of delays in the production schedule in 2020 because of the COVID-19 pandemic led to a delay in the production of
titles in both kids/family anime and late -night anime, which caused the reduction. Of the 65 titles available on both TV and streaming platforms during
the April 2020 season, 29 of them (~45%) were delayed . After that, many titles were broadcast in late 2020 and early 2021, so comparing the additional
250 minutes and reduced minutes shows that the number of titles produced were the average of a regular year. Anime that are broadcast first on online
streaming are increasing, but TV anime is still the focal point of the Japanese anime industry, so it’s difficult to believe that it will continue declining at a 239
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Box Office Revenue of Theatrical Animationsz000-2020)

Despite the Difficulties of the Pandemic, Demon Slayer Made 2020 the Third
Top-Grossing Year in History

The movie anime revenue in 2020 was 61.7 billion yen. It was a difficult year due to the delays in releases, closures of
theaters, change in business hours, and limits on audience numbers, all caused by the COVID-19 pandemic . However,
it still ultimately became the third top-grossing year in history. The driving force behind it was Demon Slayer the
Movie - Mugen Train, which grossed 38.7 billion yen by the end of December 2020 and over 40 billion yen in 2021,
and broke the record for the highest grossing movie for the first time in 19 years. The revenue from Demon Slayer
the Movie is over half of the total revenue of the anime film market and more than a quarter of the total film market
overall. Otherwise, only eight movies broke 1 billion yen, down from 16 the year before, making 2020 a year
supported by Demon Slayer the Movie throughout the difficulties of the COVID -19 pandemic .
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Based on a survey conducted by the Association of Japanese Animations

The Number of Theatrical Animation Works and the Product
Minutes(2000-2020)

Release Delays Reduced Production Minutes and Numbers of Titles

In 2020, the number of film anime produced was 66, the lowest since 2013, and the number of minutes produced
declined drastically to 4,837 minutes, 66% of the previousyear. Part of the reason is that multiple titles had their release
delayed due to the COVID-19 pandemic. Many titles had their release date pushed past 2020 due to production delays,
the closure and shortened business hours of theaters, the limits of audience numbers, and the reduction of foot traffic
due to the government-induced state of emergency . While some titles that were delayed to 2021, like Detective Conan:
The Scarlet Bullet and Evangelion 3.0+1.0 Thrice Upon a Time, became hits, some titles suffered a revenue decline
compared to an average year. Part of that is because itwas difficultto have developments such as TV broadcasts of anime
films, which is one of their strong points in marketing, or other similar collaboration campaigns.
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Based on the survey conducted by the Association of Japanese Animations
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Production Minutes of TV Animations2p00-2020)
The Minutes of TV Anime Produced Were Reduced Along with the Number
of Titles

The number of TV anime minutes produced in 2020 was 100,845, 94.3% of the previous year. The number of titles
decreased due to the delays in the production schedule caused by the COVID-19 pandemic . The number of minutes
of TV anime produced in 2018 reached 130,347 minutes, the second-highest record in Japanese anime history.
However, possibly as a reaction to 2019, the market declined greatly to 82.1% and then shrunk even further in 2020
due to the pandemic. TV anime are produced a few years in advance of broadcast, so many titles that were
scheduled for 2020 were delayed to 2021. Hence, it can be assumed that the number of minutes produced will
improve once the pandemic is over.

Daytime

150, 000
(minute)

Latenight

115,854 130,347
115,533 115,846 106, 966
100, 845

124, 648 119,962

112,170
HO'041707,920 105, 070

90,44?5' 099

100,000 g :
57, 868
42,788 5014716 60,800 65,069 7 16

74,9605 3 6200 23,261 38,583 43,464
i

50, 000

72,917

47,323
49,518 57,362

34, 663 41, 761 54,327

70,326
0222 5 904

76,234 75:426 ¢, 75, 63995 61,694 62:094
58,342 55 7g, 53,338 62,282 6 54,7

66,840 68,625 49,604 46,518

50, 785
8,720 57,430

0
00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20

Based on a survey conducted by the Association of Japanese Animations

Animation Distribution via the Internetoo2-2020)

The Shift of the Streaming Window Overtaking the TV Anime Market is
Striking

In 2020, there was a sudden rise in domestic anime streaming revenue to 93 billion, 135.8% of the previous year.
The gap between Streaming and Home Video widened even further after Streaming overtook Home Video in 2018,
and it also surpassed the TV anime market in 2020 after the latter dwindled due to the COVID-19 pandemic. The
demands for people to stay at home caused the viewers to shift to Streaming, and it is expected that that trend will
continue to increase rapidly. On the other hand, the revenue of anime production companies from Streaming has
been growing since 2010, but it declined to 19 billion 100 million yen (88.4% of the previous year) in 2020.
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merchandise market is also losing the demarcation between core fans and the
kids/family demographic .
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The Global Streaming Market Grew and the International
Market Surpassed the Domestic Market
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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

1
Omeshi

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
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Nerima areas. The three original anime production companies, Toei Doga 1
(now Toei Animation), the original Mushi Production, Tatsunoko Produc- -
‘Hachioji/shi]

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 '1.
the other hand, CG companies are growing in number in Shibuya-ku, so as Machida Shi
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 ) o
companies are being established, and they are being located in the urban Aomo% |

subcenter of Shibuya-ku. - s >\
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Anime Production Continues to Move Out of Tokyo

/.:/'J u'\l.-'i'ga':ct5 Ken '

A \
/ N A
N B

: : % =S . : 5 SIS S Kyoto Fu Shiga ken Toy ama Ken Jj 4 :F;i;u.shr'ma Ken3
The heavy concentration of anime production companies in Tokyo is receding slightly as some are beginning to leave the city. One of UG e Tochigi Ken1
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 HyogozK??\__ \\\ Js}"km Ke bt "' ' Ibaraki Ken 2
human resources, and one of the causes is that the industrial structure of having companies concentrated in Tokyo made it difficult for .\q\ Nagm s 5 =l
people outside of Tokyo to find employment in the industry. However, in recent years, many anime production companies are being Fukyoka Ken10 Oka”am‘_’ Ken ,_,»(\j' './K;]::::n »
4 : = M:e ken

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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Based on the survey by the Association of Japanese Animations
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In 2020, the anime industry market stalled at 2.4 trillion yen, 96.5% of
the previous year, due to the effects of the COVID-19 pandemic.
While many fields declined due to the pandemic, the Streaming window
grew rapidly while the International window continued to rise.

Anime Industry Report 2021

Despite the difficulties of the COVID-19 pandemic, the anime industry market grossed 2.4 trillion yen in 2020 (96.5%). When
broken down into individual categories, the demand for people to stay at home affected the streaming market, which reached
its highest profits ever at 93 billion yen (135.8%), and the international market overtook the domestic market for the first
time at 1.2 trillion yen (103.2%). On the other hand, the Live Entertainment window was greatly affected by the pandemic
and only made 29 billion yen (34.4%), while the other windows grossed roughly 80-90% of what they did the previous year.
*All percentages in parentheses are comparisons to the previous year.
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