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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 September 2019 held on 18 November 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 has been edited for clarity and readability.  The video of the latest performance review is 
available on the top page of our website. 
 
<Q1> In the market where the implied cap rates are falling, are you going to lower your yield target for property 

acquisition or are you going to stick to your current yield target? 

<A1> We haven’t changed our yield target, but that doesn’t mean that we set a rigorous yield target and stick to it.  
Our yield target rather serves as a deterrent against buying high.  So, the falling implied cap rates do not 
automatically lead us to acquiring low-yield properties, and we remain prudent in property acquisitions as 
we consider a property’s mid-to-long-term impact on our portfolio.  However, realistically speaking, it is only 
natural for a good property on a prime location to have a lower yield.  So, we do not preclude the possibility 
of acquiring a low-yield property as long as we find it reasonable to acquire.  

 
<Q2> You forecast a significant growth in rent for the period ending September 2020.  Is that transitory? 

<A2> It’s not transitory, and our forecast is based on the expectations that upward rent revisions will continue 
nationwide for the next period and beyond.  Of course, the percentage of leased spaces subject for rent 
revision will vary from one period to another, but we assume that the pace of rent revisions and the degree 
to which the rent is raised continue to be strong even after the period ending September 2020.   

 
<Q3> Up until the previous period, the rent revisions of your portfolio were not keeping up with the rise in the 

market rent and the rent gap continued to widen.  But for the period ended September 2019, the gap 
started to shrink.  Is this because the rise in the market rent has moderated?    

<A3> We don’t think the pace of the rise in the market rent has changed.  One of the reasons why the rent gap has 
shrunk is that our rent revisions are catching up with the market rent.  Another reason will be that we 
exclude lease agreements in which revenues are fixed for more than one year from the beginning of each 
period under fixed-term lease agreement.  Please refer to the note on the page describing the rent gap in 
the handout. 

 
<Q4> Do you consider downside risks impacting the office market such as economic slowdown, weakening 

corporate earnings, or excessive supply of office space in central Tokyo?  Or do you see any signs of those 
downside risks as you discuss with your tenants or from market intelligence you get from intermediary 
companies?  It is possible that spaces leased through WeWork, which accounts for a high percentage in the 
newly leased spaces, may decrease going forward.  How do you see the office market next year and beyond? 

<A4> We see signs of economic slowdown, but we think the impact of that on the labor market to be quite limited 
and we do not feel any negative effect with regards to actual rent revision.  Also, the overall trend in which 
companies consider a high-quality office space to be one of the tools of recruitment is here to stay for long 
regardless of economy as this is a structural inevitability.  With respect to WeWork, given the fact that 
WeWork paid high rents to many different buildings, there should be some impact but we also think this to 
be limited. 

 
<Q5> Do you stick to your policy of not disclosing your target dividend growth rate? 

<A5> We take into account the market expectations based on the past results and we also take seriously raising 
our dividend payout for a mid-to-long term, but we do not set a target dividend growth rate and will not do 
so.  We should not focus on setting up and achieving a short term goal but rather we should focus on 
keeping growth going for a mid-to-long term.   

 
<Q6> When it comes to rent revision, which is easier to raise rent, a regular lease tenant or a fixed-term lease 

Summary of Q&A Session 
 

Japan Real Estate Investment Corporation/ 
Q&A of the Performance Review for the Period ended September 2019 

(held on 18 November 2019) 
Japan Real Estate Asset Management Co., Ltd. 



2 

tenant?  Also, what kind of lease contract do you focus on when it comes to negotiation for rent revision?  
Do you have any policy on that?   

  <A6> Generally speaking, fixed-term leases are easier to raise rent and that is why we push for a fixed-term lease in 
dealing with new tenants.  However, a fixed-term lease is often longer than a regular lease which is usually 
for two years, and if the term is five years, we cannot raise rent for five years.    


