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OVERVI EW

« JRE commands hi gh nmarket recognition, with the second | argest asset
portfolio anong the listed J-REITs that focus on office buildings.

« W have affirnmed our long-termcorporate credit and unsecured debt
rati ngs and our short-termcorporate credit rating on JRE, given the
J-REIT's strong business position and generally stable cash fl ows,
derived fromits very high-quality real estate portfolio and strong
financial flexibility.

e« However, we have naintai ned our negative outl ook on the |long-term
corporate credit rating on JRE, because the J-REIT' s debt-to-capita
ratio has risen noderately and its profitability nmeasures and financia
indicators are slightly weak, anid the continued sluggish office |easing
mar ket .

TOKYO (Standard & Poor's) May 23, 2011--Standard & Poor's Ratings Services
today affirmed its 'AA-' long-termcorporate credit and seni or unsecured debt
ratings, as well as its 'A-1+ short-termcorporate credit rating, on Japan
Real Estate Investnment Corp. (JRE). The outlook on the long-termrating on JRE
remai ns negative.

We affirnmed our ratings on JRE, reflecting its strong business position in the
Japanese real estate investnent trust (J-REIT) market and generally stable
cash flows, derived fromits very high-quality portfolio and strong financi al
flexibility.

However, we maintained the negative outlook on the long-termrating on JRE
reflecting the follow ng factors:
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« JRE's rental revenue is experiencing certain dowward pressure anid
difficult business conditions; its debt-to-capital ratio has been
hovering at levels that are relatively high conpared with the target
range established under its conservative financial policy, and its
profitability nmeasures and financial indicators are rather weak;

e To increase its cash flow, JRE is likely to actively pursue externa
grow h, in which case we see a possibility that the J-REIT nay experience
sone delays in restoring its conservative financial profile; and

» The portfolio's unrealized profit (the difference between the appraisa
val ue and the book value of the portfolio at the end of a fiscal term is
decreasi ng, thereby weakening JRE's financial buffer to a certain degree.

JRE has said that it intends to pursue a conservative financial policy,
maintaining its ratio of debt to total assets at between 30% and 40% However,
as of March 31, 2011 (end of the 19th fiscal term), JRE s debt-to-capita

ratio (interest-bearing debt including hoshokin liabilities/(interest-bearing
debt including hoshokin liabilities + total net assets), according to Standard
& Poor's definition) stood at about 45.1% which is slightly higher than
previous |levels. The sluggish conditions in the office |easing market are
constraining JRE's rental revenue. The portfolio's average occupancy rate has
slightly inproved, to 93.2% however, the declining trend in rent levels
persists. JRE' s profitability measures have al so weakened slightly, and its
current financial indicators are slightly weak conpared with the |evels we
assuned in the analysis for our initial ratings assignnent. Since JRE believes
that real estate market prices have been approaching the bottom it intends to
shift the focus of its operations to external growth and increase its cash

fl ow. However, future financing conditions, if not fully stabilized, may cause
delays in restoring the J-REIT s conservative financial profile. Moreover, the
unrealized profit on JRE's portfolio has decreased (about 2.2%as of March 31
2011). Although the Great East Japan Earthquake and ensuing tsunanm that
struck northeastern Japan on March 11, 2011, have had a linited direct inpact
on JRE's portfolio, we will continue to carefully nonitor the office |easing
environnent, given the uncertainty stenmi ng from stagnant economic activity as
a result of the earthquake.

We may consider lowering the ratings on JRE if the real estate |easing market
suffers prol onged weakness, or if the J-REIT's profitability neasures and
financial indicators remain relatively weak and appear unlikely to inmprove
over the next 12 to 24 nonths and its ratio of debt to total assets increases
further, to around 45% On the other hand, we may revise the outl ook to stable
if JRE's profitability neasures recover, its debt-to-total assets ratio
declines to between 30% and 40% based on its financial policy, and prospects
for clear inprovenent in its financial indicators, including interest coverage
neasures, energe as the J-REIT pursues external grow h.

JRE boasts the second | argest asset portfolio among the listed J-RElITs that
focus on office buildings. The J-REIT has a strong business position in the
J-REI'T market and commands hi gh nmarket recognition, backed by the strong brand
recognition and credit quality of its sponsors, Mtsubishi Estate Co. Ltd.

(A+/ Stabl e/ A-1), Dai-ichi Life Insurance Co. Ltd. (A/ Negative/--), and Mtsu
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& Co. Ltd. (A+/ Negativel/A-1). As of March 31, 2011, JRE owned a portfolio of
57 office properties throughout Japan, |ocated mainly in the 23 wards of
Tokyo, worth about ¥660.6 billion based on total purchase price. JRE has
steadily acquired properties utilizing its sponsor network, such as Osaki
Front Tower (Shinagawa Ward, Tokyo; purchase price: ¥12.3 billion), which the
J-REIT acquired in February 2011.
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A Japanese- | anguage version of this nmedia release is available on Standard &
Poor's Research Online at www. researchonline.jp, or via CreditWre Japan on

Bl oomberg Professional at SPCI <@GO>. Conplete ratings information is avail able
to RatingsDirect subscribers on the Gobal Credit Portal at

www. gl obal credi tportal.com and RatingsDirect subscribers at

www. ratingsdirect.com Al ratings affected by this rating action can be found
on Standard & Poor's public Wb site at www. st andardandpoors.com Use the

Rati ngs search box located in the left colum.
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