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Key Indicators

[1][2]Japan Real Estate Investment Corporation
2007/9 2008/3 2008/9 2009/3 2009/9 2010/3 2010/9 2011/3 2011/9 2012/3

Total Revenue (US$ mil) [3] 206.2 302.9 233.0 243.7 253.2 254.9 260.2 260.4 268.6 283.0
EBITDA % Total Revenue 65.8% 66.9% 67.6% 66.4% 64.3% 66.6% 64.1% 62.2% 64.9% 64.0%
Net Debt / EBITDA (X) [4] 5.6 4.8 6.9 7.4 7.2 8.4 8.6 9.3 8.4 8.6
EBITDA / Interest Expense (X) 10.4 14.2 9.7 8.9 9.0 9.0 7.8 7.5 8.4 8.5
Gross Assets (US$ mil) [3] 5,534 6,487 6,710 7,014 7,050 7,953 7,975 8,165 8,175 8,925
Net Debt % Gross Assets 30.7% 32.2% 35.0% 37.0% 36.8% 38.8% 38.7% 39.2% 38.8% 37.5%

[1] Figures are based on the company's disclosure materials. [2] All ratios are calculated using Moody's Standard
Adjustments(excluding adjustments of extraordinary income or loss.) [3] Assumed exchange rate of 85 yen to the
US$. [4] Calculated using doubled EBITDA in each period.

Opinion

Rating Drivers

- Stable cash flows from a well-diversified portfolio

- Strengths in its approach to financial management and its business franchise via collaboration with its sponsors,
such as Mitsubishi Estate Co. Ltd. (Mitsubishi Estate , A1 negative)

- Conservative management of leverage, and backed by strong bank relationships

- Increased leverage and liquidity management

Corporate Profile

Japan Real Estate Investment Corporation (JRE), headquartered in Tokyo, is a J-REIT, which was listed in
September 2001. It invests in and manages office buildings, and owns 57 buildings that were worth JPY718.6
billion as of March 2012. Its operating revenue for the half-year ended March 2012 was JPY24.1 billion.

JRE is one of the largest companies in the J-REIT sector. Its portfolio had an average occupancy of 94.7% as of
March 2012, and 86% of its assets (on a purchase-price basis) were in the Tokyo metropolitan area.



JRE's sponsors--Mitsubishi Estate, The Dai-ichi Life insurance Company, Limited (A1, stable) and Mitsui & Co.,
Ltd. (A2, stable) - support its asset management company in human resources and real estate management.
Mitsubishi Estate owns 1.85% of JRE's shares. It is one of JRE's 10 largest shareholders.

SUMMARY RATING RATIONALE

JRE's A1 rating reflects the stable cash flows from its diversified portfolio, and its conservative approach to
financial management. It is backed by its strong relationships with its banks - including the Mitsubishi Group -- and
its collaboration with its sponsors.

DETAILED RATING CONSIDERATIONS

1. Portfolio Characteristics and Financial Stability

JRE's portfolio consisting of 57 office buildings worth JPY718.6 billion is the second largest in the J-REIT sector
next to Nippon Building Fund, Inc. (NBF, A2 stable.) Mitsubishi Estate provides the acquisition pipeline, which
supports JRE's competitiveness in asset performance.

In its portfolio, 57% of its assets (on a purchase-price basis) are located in the Tokyo central's three wards, and
86% in the Tokyo metropolitan areas. Geographical diversity generally serves as a positive factor that diminishes
the risks experienced in specific sub-markets, such as declines in property values. However, concentrations in
areas that have robust real estate markets can offer benefits in terms of property marketability. Moody's therefore
considers the geographical concentration in Tokyo as advantageous for JRE.

The company purchased the Akasaka Park Building from Mitsubishi Estate in November 2011, and TIXTOWER
UENO from the third party in June 2012. Both assets are large-sized buildings. Even though more than ten years
have passed since its listing, JRE continues to rejuvenate its portfolio through active acquisition of younger
buildings. As a result, the average age of its properties is 15 years, which is three years younger from the date of
its first listing.

The improvements in the portfolio's quality by acquiring newer buildings will bring rapid and larger recovery of
JRE's profits, when the market recovers, although downward pressure on rental revenues of existing buildings
remain, due to rent discounts by replaced tenants.

JRE's portfolio has maintained around 95% occupancy since the fiscal half year ended in September 2011, while
the market vacancy rate was high. In addition, JRE successfully reduced rent discounts with existing tenants.
Given these outperforming results, the rent revenues in existing buildings in JRE's portfolio will stabilize in next two
years.

2. Financial Management Policy

As a result of equity financing worth JPY39 billion through a public offering in February 2012, the company has
reduced its leverage, measured by total debt/total assets, to around 40% in March 2012 from around 42% in
September 2011. JRE has announced that it will maintain its leverage around 40% through a public offering, though
this might temporarily rise with the purchase of new assets.

The company has conservatively kept its leverage in the range of 30% to 40%, even when it expanded its portfolio
since its listing.

Although JRE's leverage is at its highest level historically and not in line with its announced policy, the company
successfully manages its leverage as well as portfolio growth. It has reduced its debt-to-EBIDTA ratio to less than
9.0 times which temporarily exceeded, due to its high accessibility to the equity markets and backed by the
experience of seven follow-on public offerings, which is the most in the J-REIT sector.

Additionally, JRE's unrealized gains, measured by the difference between total appraisal value and book value,
strengthen its leverage, although unrealized gains have fallen to JPY11.3 billion(1.7% of its total book value) in
March 2012 from their peak of JPY119.2 billion(22.7% of its total book value) in September 2008.

JRE maintains strong relationships with lenders including large financial institutions, such as the Mitsubishi UFJ
Financial Group, backed by its major sponsor - Mitsubishi Estate. In addition, it has diversified its financial sources
and debt tenors.



As a result of the 70 billion in debt to be refinanced in the next 12 months, JRE's average remaining debt tenor has
been shortened to 3.6 years. However, because of banker's positive view of the current financial market, as well as
JRE's credit worthiness, the company's debt tenor will be substantially lengthened and diversified through
refinancing in the next 12 months.

Liquidity

Due to the concentration of debt payments in the next 12 months, JRE's liquidity coverage ratio declined to
approximately 91 % in March 2012, after significantly improving to 194% from 49%, as a result of an expansion of
committed bank lines to JPY43 billion from JPY25 billion in September 2011.

Although JRE's ratio is lower than some single A-rated J-REIT companies, it will improve to over 100% in and after
2013 when debt payments stabilize. In addition, the company maintains strong relationships with its bankers,
backed by the sponsors, and this will alleviate any immediate concerns.

Moody's is particularly focused on liquidity coverage, when assessing the ratings of J-REITs, which have capital-
intensive businesses. Liquidity coverage is measured by a company's liquidity sources, including cash, cash
equivalents, and committed bank lines, against debt maturing over the next 12 months,

Rating Outlook

The rating outlook is negative. The outlook reflects Moody's concern that it will take more time for the company to
improve its leverage to a level appropriate for the rating, given the downward pressure on profits.

What Could Change the Rating - Up

Any improvement in profitability and a decrease in leverage could lead to upward rating pressure. For example, if
net-debt-to-EBITDA stays below 4.0x, debt-to-gross-asset remains at around 30%, liquidity coverage stays above
100%, and the tenor of its debt is lengthened and evened out, then JRE's rating could be upgraded.

What Could Change the Rating - Down

Factors that could lead to a downgrade include: [1] a deterioration in portfolio cash flows, [2] falling real estate
prices, and [3] higher financial leverage. For example, JRE's rating would be downgraded if net-debt-to-EBITDA
and debt-to-gross-asset remained above 7.0x and 40%, respectively.

Other Considerations

1. Comparison with other issuers

JRE is the second largest company in the J-REIT sector, next to NBF. Both were listed around the same time, and
have maintained their advantages in asset management and their strong relationships with lenders. They are
backed by major real estate companies-- Mitsubishi Estate and Mitsui Fudosan Co., Ltd (A3 stable) respectively--
as sponsors.

Both companies maintain a high level of competitiveness, stable profits and conservative financial managements.
Their portfolios are mainly composed of office buildings in Tokyo. NBF's portfolio is JPY150 billion larger than that
of JRE. On the other hand, JRE has controlled its leverage and net-debt-to-EBITDA lower than NBF.

Compared to Nomura Real Estate Office Fund, Inc. (NOF, A3 stable) and Japan Prime Realty Investment
Corporation (JPR, A3 negative), which mainly invest in office buildings, JRE's portfolio is JPY300 billion larger than
both. JRE's portfolio maintains 1.7% in unrealized gains, while the other two show between 5% and 10% in
unrealized losses. In addition, its leverage remains lower than NOF and JPR which are around 45%.

2. Applied Methodology

In assessing the company's credit, Moody's applies "Global Rating Methodology for REITs and Other Commercial
Property Firms," published on 1 October 2010.

The grid indicated rating is A3, based on track records in last 12 months. The difference from the current rating is
because leverage has temporally increased due to acquisitions and its profit has slightly decreased due to rent
discounts. Moody's believes JRE's stable cash flows from its good-quality portfolio and collaboration with sponsors
will support the current rating, but will focus on whether the company will continue with its conservative financial
approach to stay at the current rating.



approach to stay at the current rating.

Rating Factors

Japan Real Estate Investment Corporation
600064135                                         

                                                                      
Real Estate Industry Aa A Baa Ba B Caa Ca
Factor 1: Liquidity & Funding                                                                       
a) Liquidity Coverage           X                                                   
b) Debt Maturities                                         X                     
c) FFO Payout                     X                                         
d) Amount of Unencumbered Assets X                                                             
Factor 2: Leverage & Capital Structure                                                                       
a) Debt+Preferred / Gross Assets                     X                                         
b) Net Debt / EBITDA                                         X                     
c) Secured Debt / Gross Assets X                                                             
d) Access to Capital           X                                                   
Factor 3: Market Position & Asset Quality                                                                       
a) Franchise / Brand Name           X                                                   
b) Gross Assets                     X                                         
c) Diversity-location/tenant/industry/economic                     X                                         
d) Development assets % Gross assets X                                                             
e) Asset Quality                     X                                         
Factor 4: Cash Flow & Earnings                                                                       
a) EBITDA/ Revenue                     X                                         
b) EBITDAMargin Volatility                     X                                         
c) Fixed Charge Coverage X                                                             
d) JV/Fund Business % Revenues X                                                             
Rating:                                                                       
a) Indicated Rating from Grid           A3                                                   
b) Actual Rating Assigned           A1                                                   
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CREDIT RATINGS ARE MOODY'S JAPAN K. K.'S ("MJKK") CURRENT OPINIONS OF THE RELATIVE FUTURE
CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MJKK DEFINES
CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS
THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT
ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR
PRICE VOLATILITY. CREDIT RATINGS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT
RATINGS DO NOT CONSTITUTE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT
RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT
COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MJKK ISSUES ITS
CREDIT RATINGS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN
STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING,
OR SALE.



ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT
LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED,
FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR
SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information
contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable. Because of the
possibility of human or mechanical error as well as other factors, however, all information contained herein is provided
"AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the information it uses in
assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, when
appropriate, independent third-party sources. However, MOODY’S is not an auditor and cannot in every instance
independently verify or validate information received in the rating process. Under no circumstances shall MOODY'S have
any liability to any person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to,
any error (negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis,
interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special,
consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if
MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such
information.

The ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the information
contained herein are, and must be construed solely as, statements of opinion and not statements of fact or
recommendations to purchase, sell or hold any securities. Each user of the information contained herein must make its
own study and evaluation of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS
OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MJKK is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly-owned by Moody’s
Overseas Holdings Inc., a wholly-owned subsidiary of Moody’s Corporation(MCO). MJKK is a credit rating agency
registered with the Japan Financial Services Agency and its registration number is FSA Commissioner (Ratings) No. 2.

MJKK hereby discloses that most issuers of debt securities (including corporate and municipal bonds, debentures, notes
and commercial paper) and preferred stock rated by MJKK have, prior to assignment of any rating, agreed to pay to
MJKK for appraisal and rating services rendered by it fees ranging from JPY200,000 to approximately JPY350,000,000.
MCO and MJKK also maintain policies and procedures to address the independence of MJKK's ratings and rating
processes. Information regarding certain affiliations that may exist between directors of MCO and rated entities, and
between entities who hold ratings from MJKK and have also publicly reported to the SEC an ownership interest in MCO
of more than 5%, is posted annually at www.moodys.com under the heading "Shareholder Relations - Corporate
Governance - Director and Shareholder Affiliation Policy."

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided
only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By continuing to access this
document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations Act
2001.

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of
the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to make
any investment decision based on this credit rating. If in doubt you should contact your financial or other professional
adviser.


