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This Q&A is a summary of the Q&A session of Japan Real Estate Investment Corporation’s 

performance review for the period ended March 2019 held on 17 May 2019.  “Q” represents a 

question raised by participants and “A” represents an answer provided by Japan Real Estate 

Asset Management Co., Ltd.  The Q&A below is not a transcript but serves as a general record 

of what transpired during the session and does not contain verbatim conversations between 

participants and the asset management company.  The video of the latest performance review 

is available on the top page of our website.   

 

Q1: One of your sponsors, Mitsubishi Estate Co., Ltd., said at their performance review 

meeting that it would sell more properties going forward.  Are you going to acquire 

more prime properties from Mitsubishi Estate Co., Ltd.?   

A1: Our acquisition policy remains unchanged.  We are always looking for prime 

properties and we never rush to buy a property at an inflated price.  We consider 

the sponsor referring prime properties to be one of our strengths.  We haven’t 

heard anything specific from our sponsors  yet but we have some expectations about 

acquiring a property from our sponsors.       

 

Q2: Given that the occupancy rate at the end of March 2019 was at 99.5%, the highest 

ever, your forecast of 99.0% for the period ending September 2019 seems 

conservative.  Do you think you can maintain the current level of occupancy rate 

going forward?  And how do you see demand for office space of late?   

A2: With 4-5% annual tenant turnover rate, the drop of a half percentage point in the 

occupancy rate is natural attrition.  For the period ending September 2019, we 

expect a number of tenants to leave and that is a basis for the forecast.  But we 

think the current pace of turnover of vacant spaces is brisk enough to continue to 

maintain the high occupancy rate.       

 

Q3: Do you see any difference in your properties’ competitiveness in terms of the area 

and/or size?  

A3: The office market is extremely strong across Japan, making the difference in our 

properties’ competitiveness less conspicuous.  But even if the market becomes soft, 

we still think that the market for the five central wards in Tokyo will be 

relatively unscathed and remain strong.     

 

Q4: In the market where we see clear signs of weakening in corporate earnings, don’t 

you have any concerns about a possible slowdown in demand for office space?  

A4: Companies have only just started to use high-class office space as a way to recruit 

and retain talent, so we do not have concerns and we do not think the demand for 

office space will slow down in near future.  And even if we are to see some signs of 

weakening, we believe our properties are competitive enough to withstand a possible 

slowdown, so we are not worried anyway.    

 

Q5: The chart on page 9 about property-related profits and losses indicates that an 

increase in profits due to internal growth is expected to be smaller for the period 

ending September 2019 than for the period ending March 2020, while more contracts 

are subject to rent revisions for the September 2019 period than for the March 2020 
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period according to one of the charts on page 16.  Why do you expect a smaller 

internal growth when you have more opportunities for upward rent revision?  

A5: Rent revenues will increase for the period ending September 2019, but we forecast an 

increase in expenses such as taxes and utilities due to seasonality.  For the period 

ending March 2020, we expect rent revenues to increase and utilities expenses to 

fall due to seasonality.  Our profit forecast may not appear to be very strong, but 

the impact of rent revisions is very obvious and very positive.      

 

Q6: The chart at the bottom on page 15 shows that the rent change ratio at the end of 

March 2019 is 116.8%, which is quite high.  Do you think the rent change ratio will 

continue to be at this elevated level?   

A6: This chart does not compare the rent changes for the same space, and it could be 

confusing if you dig deeper into that.  But it is helpful for understanding the 

trend.  We are not quite sure how the rent change ratio will move in the future, but 

given the fact that the rent gap is widening we think we are able to lease at a 

higher rent per space than before going forward.        

 

Q7: While the office market is very strong right now, do you have any contingency plan 

or strategy to cope with a potential downside risk? 

A7: It could be possible to have more long-term lease agreements, but I’m not sure how 

tenants may respond.  We can do only so much to deal with downside risks on a one-

on-one basis.  So, we’d rather like to manage our portfolio in terms of the 

location or grade of a property.  For aging buildings, we will upgrade them through 

renovation or refurbishment.   

 

Q8: In the market where the cap rate is falling down, you seem to keep your yield target 

for property acquisition.  Is this a message that you are stuck with your 

acquisition policy?  What makes you confident that you don’t need to change the 

yield target? 

A8: You can take that as a message that we do not and will not rush to buy a property 

at an inflated price.  Of course, if presented an opportunity to buy a property, we 

will do due diligence and judge whether it is reasonable to acquire that property, 

so we are not uniformly applying the policy.   
   
Q9: The turnover of tenants occupying relatively large space and paying above market 

rent and the introduction of a free rent program seem to be putting a damper on 

overall revenue growth.  How many are those tenants still left in your portfolio?   

A9: There are fewer tenants with big rent gap in our portfolio now, so you don’t have 

to worry about that.   

 

Q10: You have mentioned that you don’t have any concerns with regards to managing your 

portfolio, but I want you to tell us what kind of statistics you are tracking, which 

signal a turn in the office market.   

A10: I think a slowdown in the pace of turnover of vacant spaces may be something that 

signal a turn in the market.  Additionally, the need to extend the free rent period 

can also be a sign.  We are paying attention to not one particular piece of 

statistics but monitoring all sorts of data and statistics to try to manage our 

portfolio more holistically.    

 
 


