
 
 
 

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 2018. “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 partly touched up for your convenience.  
The video of the latest performance review is also available on the home page of our website. 
 

Q1: I can see that the net increase of monthly contract rents grew at a very sluggish pace during the 

March 2018 period. Considering current market conditions, didn’t you anticipate that it should have 

grown more for the period? Is there any particular reason for this?  

A1: In the March 2018 period, out of the contracts subject to rent revision, the number of rent contracts 

that have a negative rent gap is much lower than in the previous period. The number of contracts 

that have a negative rent gap for the September 2018 period will be higher than those for the March 

2018 period, which, we believe, will result in higher rents in the September 2018 period when 

compared to the previous period. 

 

Q2: Although you stated that the forecast for the rent increase for existing properties for the March 2019 

period as compared with the previous period is +30 million yen, if the market continues to remain 

strong, can we expect that the result will exceed the forecast? Please explain this in terms of your 

outlook on the market. 

A2: We are not particularly concerned about a dramatic collapse in the market environment in the 

coming year. Since only contracts on which the rents are almost certain to be raised are included in 

performance forecasts, the forecast for the September 2018 period includes contracts to some 

extent, while the forecast for the March 2019 period only covers a limited number of contracts. As a 

result, the extent to which we can raise rents going forward is a challenge for us. 

  

Q3: You mentioned that ESG is regarded as one of your top business priorities; what do you think about 

this priority? Are you going to continue to acquire properties that have been recently built, or are 

you going to take new action proactively? 

A3: We are proud of what we have been doing so far for the environment, for the society, and for better 

governance, however, we need to continue to pursue this with a sense of urgency. We must 

continue to acquire new properties, but we must also discuss actions we can take on the existing 

properties. As we held an ESG seminar for PM companies the other day, we need to raise their 

awareness of ESG in order to create a new culture that embraces discussions of how to lead and 

promote this initiative with them. 

 

Q4: What do you think about the medium to long term market conditions, given the massive supply of 

new properties that you have been concerned about? Please provide your outlook on internal 

growth in the medium to long term. 

A4: A large amount of office supply will be expected to come on the market in 2018 and 2020, in spite 

of this, we believe markets will continue to be stable thanks to the strong demand for office space. 

We believe that the demand for high-quality properties in urban areas is growing, despite the 
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decline in birthrates and increase of an aging population. The reason for this is that high-quality 

properties in urban areas have their advantages in hiring and recruiting. Another reason for the 

demand for high-quality properties in urban areas is growing interest in ESG and a greater focus on 

whether buildings are eco-friendly. Japanese companies’ earnings are gradually improving, and we 

sense that rather than focusing on cutting costs, they are thinking more strategically about investing, 

and hiring and educating human resources to ensure their survival. However, the number of 

properties that meet their targets is very limited and vacancy rates are very low in urban areas, so 

they cannot relocate their offices even if they wish to do so. That is why we have no concern about 

the market over the medium term. 

 

Q5: What are your thoughts and policies on future investment? Are you going to take a bullish attitude 

toward calculating rents?  

A5: We have not taken a bullish attitude toward calculating rents or cash flow projections for property 

acquisition. We believe market rents will continue to show a moderate increase and will not 

collapse thanks to strong demand, even if we might face a slight downward rent adjustments going 

forward.  

 

Q6: In other major cities, average increase rate of market rents marked the highest level in the last two 

periods; what are your thoughts on this?  

A6: In the office market in other major cities, new supply of office space has been seldom seen recently. 

As there is much demand in the Tokyo area, and the supply of office space in other major cities is 

limited, we do not have any great concern about the market in both areas. If new buildings should 

be supplied in other major cities, and tenants who wish to relocate their office could move, it would 

realize high market rent. However, this is not possible given the current situation, so we anticipate a 

gradual increase in rents in other major cities. We are not greatly concerned about prospects in the 

medium term.  

 

Q7: You seem to have the impact of the reassessment of property taxes for land in the September 2018 

period, but it has not reached an upper limit. Do you anticipate the impact will be larger even after 

the September 2019 period as well? To what extent? 

A7: Our assumptions on this have not changed much since the previous period, but we have some 

properties on which property taxes are expected to rise even in and after the 2019 period 

(September 2019 period and March 2020 period). (The increase in land and building taxes for 

existing properties for the September 2018 period is 146 million yen. The Impact of reassessments 

is just over 110 million yen.) We predict that the increase in the 2019 period will be 75% that of the 

2018 period, and the increase in the 2020 period will amount to 25% that of the 2018 period. 

 

Q8: Monthly contract rents did not increase, while the ratio of tenant turnovers increased in the March 

2018 period. Does this mean that tenant turnovers do not have a positive impact on JRE? 

Generally speaking, in a strong market, tenant turnovers usually lead to rent increases. What do 

you think on this? 
A8: Tenant turnovers during the March 2018 period were special cases in which tenants with rents 

exceeding market level returned leased office spaces, so monthly rents did not increase with tenant 
turnovers. Whether turnovers bring us monthly rent increase or not depends on each specific case, 



but we predict that there is a high possibility that under current market conditions, the turnover of 
tenants with rents below market level will lead to rent increase in the medium to long term. 

 

Q9: The ratio of turnover seems to be increasing. Do you know the main reasons behind this? In 

addition, while the existing tenants can relocate their office to new buildings, they do not do so, is 

there any reason for this? Do you think that there is a chance that they will choose to move from 

JRE-owned properties to new properties going forward? 

A9:  We have not yet heard of any major tenants that plan to leave our properties. The number one 

reason for turnovers is that the company needs more office space, but the current building is almost 

fully occupied and they are forced to relocate their offices. Tenants almost never claim high rents 

as the reason for leaving. Although some people think that JRE has many Grade A newly built 

properties, we have only a few properties whose monthly rent is over ¥30,000 per tsubo. Tenants 

who want to move from JRE buildings to new buildings in central Tokyo would have to pay higher 

rents, such tenant moves are part of our routine businesses, so we simply find new tenants to lease 

that space. 

 

Q10: Recently some REITs seem to acquire new properties that exceeded 20 billion yen recently. Is it 

becoming difficult to acquire even large-scale buildings due to the increase in the number of 

purchasers? In addition, what are your criteria for yields when acquiring new properties?  

A10: There are many players who intend to purchase properties even if they need to pay a lot, which 

means that the environment remains harsh for acquisitions. We have criteria for yields when 

acquiring properties, but these differ depending on the location and quality of each property, so we 

use them only as a guide. We have not revised downward our criteria for yield when acquiring 

properties since last year because our equity cost and debt cost have not changed to a significant 

degree. We would like to select properties that meet our targets at an appropriate yield. 


