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Accumulated amount of dividends by J-REITs
surpasses 1 trillion yen

Major milestone achieved in eight years and nine months since first J-REIT listing

The accgmulated amount. of dividends paid by J- Accumulated Amountof )-RE | T* D (bnyen)
REITs since the establishment of the J-REIT 3006 1,200
market will surpass 1 trillion yen when the Over1trillionyen
. . . 1,000
dividends for the fiscal period ended June 2010 /HJ/

are distributed.
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The cumulative amount of dividends by J-REITS, Over 500 billion yen 600
including those declared in the announcements ™~
made by the end of June 2010 of financial results
for the fiscal period ended April 2010, totaled
approximately 977 billion yen (excluding cash
payments upon mergers). The figure rises to

. . NGOG S S S O O
approximately 1.007 trillion yen when the total & & <
amount of forecast dividends by J-REITS whose  (Note) Dividends for the fiscal periods ended May 2010 and June 2010 are estimated based on the forecasts of each REIT..
fiscal periods ended May and June are added. (oureel ARES

Since the IIStIng.Of o J-REITS on the Tokyo Top 5 J-REITs by Accumulated Amount of Dividends
Stock Exchange in September 2001, the number Accumulated Nost Recent

of issues and their asset sizes continued to grow, Investment Corporation Duidends__" O EEINY o perid
resulting in a steady accumulation of dividends. J- Nippon Building Fund 142.2bnyen  Sep-01 18th
REITs are a financial product that focuses on Japan Real Estate 102.7bnyen  Sep-01 18th
dividends, as their dividends (distributions) are Japan Retail Fund 68.9bnyen  Mar-02 S
more stable than other financial products and their Japan Prime Realty S54bnyen  Jun-02 17th
payout ratio is almost 100%. As such, the 5 Nomura Real Estate Office Fund 52.6 bnyen Dec-03 13th
cumulative amount of dividends reaching 1 trillion (Note) Includes fiscal period ended May 2010 or June 2010 (REITs’ forecasts). (Source) ARES
yen represents a major milestone for J-REITSs.

CRESCENDO and Japan Single-residence conclude merger agreement
— planning to merge in October

On June 21, CRESCENDO Investment Corporation (CIC, securities code: 8966) and Japan Single-residence REIT
Inc. (JSR, securities code: 8970) concluded an agreement to merge, agreeing on the merger becoming effective as
of October 1, 2010. The merger is planned to be an absorption type, with CIC designated as the surviving entity,
and the merger ratio will be “CIC:JSR = 1:0.75” (not considering the split of investment units). The portfolio size after
the merger will be approximately 145 billion yen, and the number of properties to be managed will be 90, centering
on residential properties and office buildings.

The arrangement represents the seventh merger in the J-REIT industry, including the merger between United Urban
and Nippon Commercial scheduled to take place in December.

JSR’s earnings suffered from high financial costs, such as its forecast to pay no dividend for the current fiscal period
— an extremely unusual case for a J-REIT. Concerns have been also great over JSR’s ability to refinance. On the
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other hand, CIC has intended to expand its portfolio size, based on the enhanced credibility as a result of Heiwa
Real Estate becoming the sponsor in October 2009. Aside from acquiring JSR’s quality portfolio through the merger,
CIC will take advantage of the sponsor’s credibility to reduce the cost of debt it will succeed from JSR. In addition,
CIC will examine implementing dynamic asset replacement by utilizing the negative goodwill that is expected to
arise from the merger (tentatively calculated at approximately 11.4 billion yen at present).

Crescendo Japan Single-residence After Merger
Portfolio Size (Note 1) 96.9 billion yen 56.6 billion yen 145.0 billion yen
Number/ Type of Properties 47 properties/office and residence 43 properties/residence and no-frill hotels 90 properties/residence, office, etc.

Asset Manager Heiwa Real Estate Asset Management Japan Single-residence Asset Management Heiwa Real Estate Asset Management

Sponsor (Note 2) Heiwa Real Estate Apamanshop Sublease, etc. Heiwa Real Estate

(Note 1) Based on acquisition price. However, the portfolio si (Source) Materials of respective firms
appraisal value of JSR's properties in the fiscal period ent

Japan Rental Housing and Prospect Reit complete merger
All loan amounts granted from Real Estate Market Stabilization Fund repaid before maturity and
borrowings refinanced into long-term loans to stabilize financial operations

The merger of Japan Rental Housing Investments Inc. (JRH, securities code: 8986) and Prospect Reit Investment
Corporation (PRI) was completed as of July 1, giving birth to the new Japan Rental Housing Investments Inc. The
portfolio size of the new JRH has grown to approximately 160 billion yen ™°® with 186 properties, making it the
fourth |af96‘3t among residential REITSs. (Note) Refer to JRH’s press release announced on July 1.

Portfolio Size of Residential REITs (Based on Acquisition Price) (bnyen)
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(Source) ARES

Around the merger, the majority of the loans borrowed by former PRI (approximately 21.3 billion yen) and
approximately 15.2 billion yen of borrowings by JRH that matured later in June were refinanced, with new loan
periods of three and four years. In addition, with regard to the 9.88 billion yen (balance of 10 billion yen at the time of
borrowing) the former PRI borrowed from the Real Estate Market Stabilization Fund, JRH repaid the full amount
before maturity on July 2 using the 5 billion yen obtained through the issuance of new investment units by way of
third-party allotment with its sponsor as the main allottee, as well as the 4.88 billion yen in new loans (loan periods
of three and four years).

Through these financing measures, the average number of remaining years of interest-bearing liabilities after the
merger has been extended to approximately 2.5 years and the financial foundation has been significantly stabilized.
Moreover, repayment of all borrowings from the Real Estate Market Stabilization Fund, which posed a heavy burden
of interest payments (with an interest rate of approximately 5.37% at the time of repayment) before maturity has
successfully reduced the cost of debt.




Furthermore, Nippon Commercial Investment Corporation has also borrowed 8 billion yen from the Real Estate
Market Stabilization Fund, and proclaims that it will repay the loan to the Fund before maturity, prior to its merger
with United Urban Investment Corporation scheduled for December.

TSE begins calculating and publishing “Tokyo Stock Exchange REIT Property Sector Index
Series”
three indexes focused on office buildings, residential properties and retail/logistics properties, etc.

On June 21, the Tokyo Stock Exchange (TSE) began 1,250(pt-) Tokyo Stock Exchange REIT Property Sector Index Series
calculating and publishing the “Tokyo Stock Exchange , .
REIT Property Sector Index Series,” a new index which 1150 -
focuses on the use types of properties invested in by 1100 -
REITs. The series consists of three indexes — the 1050 -
“Tokyo Stock Exchange REIT Office Index,” “Tokyo 1000 1
Stock Exchange REIT Residential Index,” and the 950 1
“Tokyo Stock Exchange REIT Retail & Logistics, Others ~ °*
Index.” All the TSE-listed REIT issues are covered and e 3/26/Tziyostock Excha:;:i:;:omce e e e
classified into either “Office,” “Residential” or “Retail & mggtggt :g:g:gz Qiiﬂi&"tﬂi'g'ﬁﬂiﬁ,omers e

Logistics and Others” based on the use type of their Tokyo Stock Exchange REIT Index (after standardization)

principal investment properties, showing the trends of ~ "ot®feb-26,2010=1,000 (Source) Tokyo Stock Exchange

investment unit prices for respective constituent issues.

Index calculation method | Weighted by capitalization

Base date/value Feb. 26, 2010/ 1,000 points

Calculation start date Jun. 21, 2010

Announcement method Distribute closing price through TSE w ebsite

Starting the calculations of indexes by property sector
will enable investors to easily compare and verify
performance by respective use type.

Component Issues of TSE REIT Property Sector Index Series (As of June 21, 2010; Sorted by Securities Code)

Tokyo Stock Exchange REIT Office Index Tokyo Stock Exchange Residential Index | Tokyo Stock Exchange Retail & Logistics, Others Index

MID REIT Nomura Real Estate Office Fund [Nippon Accommodations Fund Industrial & Infrastructure Fund
Nippon Commercial MORI TRUST Sogo Reit Nomura Real Estate Residential Fund Japan Retail Fund

MORI HILLS REIT CRESCENDO Advance Residence United Urban

Nippon Building Fund Kenedix Realty Invincible Frontier Real Estate

Japan Real Estate DA Office Prospect Reit Japan Logistics Fund

ORIX JREIT Top REIT Japan Single-residence Fukuoka REIT

Japan Prime Realty JAPAN OFFICE Joint Reit Hankyu REIT

Premier Japan Excellen FC Residential Japan Hotel and Resort
TOKYU REIT BLife Nippon Hotel Fund

Global One Real Estate Japan Rental Housing
(Note) Usage classification is revised once a year. The number of REITs is subject to change due to mergers (Source) Tokyo Stock Exchange

Advance Residence and Frontier Real Estate issue new investment units through public
offering  procure 28.2 billion yen and 19.4 billion yen respectively to acquire properties

In June, Advance Residence Investment Corporation (ADR, securities code: 3269) and Frontier Real Estate
Investment Corporation (FRI, securities code: 8964) announced the issuance of new investment units through public
offering to procure up to approximately 28.2 billion yen and 19.4 billion yen, respectively.

ADR intends to realize external growth with the procured funds by newly acquiring six residential properties (totaling
10.4 billion yen) located primarily in the 23 wards of Tokyo, as well as reduce its interest-bearing liabilities ratio by
using the rest of the funds for the repayment and redemption of its loans and investment corporation bonds.
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FRI will use the funds to acquire Mitsui Shopping Park LalLaport lwata (at 15.2 billion yen) located in Iwata City,
Shizuoka Prefecture and GINZA GLASSE (at 13.6 billion yen) in Ginza.

Launch Date Public Offering Third-Party Allotment Procured Amount (Note) | Outstanding Investment Units
Investment Corporation | (Announcement) | No. of investment units offered | No. of investment units offered (net amount) (After capital increase)
Advance Residence 4-Jun 240,000 units 17,694 units 28,298 mmyen 980,000 units
Frontier Real Estate 14-Jun 32,000 units 2,000 units 19,477 mmyen 194,000 units
(Note) In cases w here all new investment units w ere issued through third-party allotment. (Source) Materials of each J-REIT ource) Materials of each J-REIT

Investment corporation bonds: three investment corporations including United Urban
announce issuance of new corporate bonds

Issuance of Investment Corporate Bonds (June 2010)

Launch Investment Corporation No. of Issue Amount Period Interest Rate Issue Redemption Rating
Date Series (bilionyen)  (year) Date Date R& MDYS S&P JCR
28-May  Top REIT 1 8.5 5 1.00 6/4/10 6/4/15 AA- A3
11-Jun  United Urban 3 10.0 3 1.55 6/17/10 6/17/13 A+
17-Jun DA Office 2 5.0 3 1.87 6/24/10 6/24/13 A
2 5.0 5 1.29 6/28/10 6/26/15 AA-
Total 28.5 billion yen (Source) Materials of each J-REIT

22-Jun  Japan Excellent

Advance Residence introduces new brand “RESIDIA”
— largest brand among J-REITs with 165 buildings housing 11,992 units

Advance Residence Investment Corporation (ADR, securities code: 3269) has introduced the new brand “RESIDIA”
for the names of properties it owns and manages.

The conventional brands for ADR’s owned assets were a mixture of the “Artis” series by the former ADR before a
merger and the “Pacific” series by the former Nippon Residential Investment Corporation.

As part of the brand strategy of the new investment corporation after the merger, ADR unified the brands under the
“‘RESIDIA” brand for 165 buildings of the 185 properties it owns. In particular, within the 23 wards of Tokyo, the
number of properties with the “RESIDIA” name totals as many as 125. Utilizing this scale advantage, ADR aims to
enhance the appeal of these properties to tenants by increasing recognition in the market.

The table to the right lists the brands of Brand Name of Properties Ow ned by Residential J-REITs
assets owned by residential REITs. Investment Corporation Brand Name
Some REITs have set up different

No. of Properties /
No. of Units

brands b t b d t Advance Residence RESIDIA 165/11,992
rands by calegory based on property Nippon Accommodations Fund Park Axis 48/4,836

characteristics. The “RESIDIA” brand by Park Cube 14/1,081

ADR has become the largest brand Nomura Real Estate Residential Fund PRIME URBAN 60/3,239
among J-REITs, with 165 buildings URBAN STAGE 50/2,454
housing 11,992 units. PROUD FLAT 22/1,553
BLife New City Residence 94/5,631
*Concept of the “RESIDIA” series IPSE 17/925

“RESIDIA” is a brand name based on the image of an Japan Rental Housing willDo 57/3,037

“Arcadian Residence,” signifying that ADR will Starts Proceed PROCEED 76/2,863
Japan Single-residence Single-residence 36/2,401

Prospect Reit Prospect 25/1,408

Joint Reit J-FLATS 15/1,132
Spacia 17/1,126

FC Residential ForeCity 13/750

(Note) Figures for ADR include properties planned to be acquired in July 2010.
Figures for other J-REITs are as of June 30, 2010. (Source) ARES
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Joint Reit changes trade name to Sekisui House Sl Investment Corporation

The general meeting of unitholders of Joint Reit Investment Corporation (securities code: 8973) held on June 30
approved and decided on the agenda of changing the Articles of Incorporation such that the trade name is changed
to Sekisui House Sl Investment Corporation. The name change became effective as of the same day.

The change of trade name is aimed at establishing a brand image of the investment corporation that is associated
with the selection of Sekisui House, Ltd. and Spring Investment Co., Ltd. as new sponsors in March 2010.

Other Topics

General meeting of unitholders of Nippon Commercial approves merger with United Urban

The fourth general meeting of unitholders of Nippon Commercial Investment Corporation (securities code: 3229) held on June 25
approved and decided on the agenda including approval of the absorption-type merger agreement with United Urban Investment
Corporation (securities code: 8960). The two investment corporations plan to merge as of December 1, 2010.

Major unitholder of FC Residential requests convocation of general meeting of unitholders, demanding dismissal of Executive
Director and other issues

On June 28, FC Residential Investment Corporation (FCR, securities code: 8975) announced that SJ Securities LLC, a unitholder,
requested convocation of the general meeting of unitholders, demanding the dismissal of FCR’s Executive Director and Supervisory
Directors and other issues. As of the end of June, FCR was considering its policy on how to respond this claim. According to the latest
report by large unitholders of FCR, SJ Securities is a U.S. entity holding 7,600 investment units of FCR, or 23.24% of the outstanding
investment units issued. Behind this move is the filing of a petition by SJ Securities for temporary injunction of FCR’s issuance of new
investment units by way of third-party allotment, scheduled for May 2010. The court approved the petition and FCR was ordered to
suspend the issuance.

TSE REIT Index

TOPIX TSE REIT Index
Market Indices

End of June. 2010 1-month 6-month 1-year

TSEREIT Index

. -4.3% -2.0% -10.1%
(excluding dividends) 87531 4.3% 0% 0-1%

(Note) The dividend yield is a
weighted average of the market cap
Average estimated dividend based on dividend forecasts by

5.9% respective J-REITs.

Market cap (bn yen) 2,819

yield
(Source) Prepared by ARES based on disclosed materials of TSEand each J-REIT
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(Source) Bloomberg

Asset Transaction

Total acquisition price for first half (January through June) of 2010 was 366.3 billion yen
— 2.3 times larger than previous year of 160.5 billion yen.

00 (_bn yen) Change in J-REIT Property Sales / Acquisition Amounts

239.5 2959

197.5

T T T |_| \
-16.8 9.1

-54.4

3 Acquisitions C—JSales
—O— Balance amount -123.0
2008 2008 2009 2009 2009 2009 2010 2010
3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q

(Note) Based on sales/acquisition date  (Source) ARES
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[TOPIC 1] Movements of foreign investors in the J-REIT market

The movements of foreign investors in the Japanese (Fig. 1) Change in Investment Unit Ownership Ratio by Investor Type

stock market are gathering attention. Likewise, their
presence in the J-REIT market is by no means small.

The share of investment units owned by foreign
investors was approximately 25% (based on amount
in 2009), making them the second largest investor =

. . . - . - . -

category after financial institutions (including Co--"
investment trusts; see Figure 1). Moreover, the share
they occupy in the total transaction price is as large

o . . . . —=e&— Financial institutions—<— Other entities=—#— Individuals—#®— Foreign Investors
as around 50% in recent yeafs (Flgure 2), mdlcatlng (Note) Based on price (weighted average by owned investment unit price at the end of each fiscal
that foreign investors are actively trading. As they — Period) (Source) ARES
have a major impact through transactions on the (Fig. 2) Ratio of Foreign Investors to Total Transaction Amount
formation of investment unit prices, their presence in T
the market is somewhat more influential than that
indicated by the ratio of investment units they own.

o =} o o =} o o
S) ) IS) S) S} IS) S)

The presence of foreign investors in the J-REIT
market expanded from 2005 through 2007. During
the period, huge amounts of money held by foreign
investors flowed into the J-REIT market (Figure 3),
and their ownership share soared from approximately
10% to nearly 30% (Figure 1).

2003 2004 2005 2006 2007 2008 2009
(Source) Tokyo Stock Exchange

(Fig.3) Trading Volume by Investor Type
400 @ Life & non-life
300 M Banks
200 @ Other financial

institutions
100 1 B nvestment trusts

39seyaind

[ Business companies

0
| Other entities, etc.
A 100
m@ Securities companies
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A 400
(Source) Tokyo Stock Exchange

The TSE REIT Index skyrocketed during the same period, particularly from the latter half of 2006 to the first half of
2007, and it has been pointed out that this rise was backed by a significant excess of purchases to sales by foreign
investors. There may be a variety of reasons for the influx of foreign money into the market during this period, but
we would like to focus on the relationship with currency exchange rates.

Figure 4 indicates the changes in the TSE REIT Index and the effective exchange rate'. The graph shows that the
depreciating trend of the yen started to intensify in 2005, pushing down the yen to a fairly low level around May 2007
when the TSE REIT Index peaked. A look at Figure 5, which shows the effective exchange rates over a longer
period, reveals that the yen at that time was at a historically weak level — almost as weak as the early 1980s (i.e.,
before the Plaza Accord).

! The effective exchange rate is a comprehensive index that measures the relative strength of a currency that cannot be grasped by only observing a
specific bi-currency exchange rate. Specifically, the rate is compiled and calculated by weighing the bi-currency exchange rates between the Japanese
yen and all target currencies with relative weights measured by trade values and other factors.
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(Fig.4) TSE REIT Index and Exchange Rate

Yen appreciation TSEREIT Index (right scale) (Fig. 5) Change in Actual Effective Exchange Rate

1

Yen appreciation
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Yen depreciation

Actual effective exchange rate (leftscale) Yen depreciation [
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(Source) Bank of Japan, Tokyo Stock Exchange (Source) Bank of Japan
When the yen is weaker, yen-denominated assets are comparatively less expensive for foreign investors. This might
have been a factor that encouraged them to buy J-REIT units, along with their expectations for the recovery of
Japan’s real estate market at that time.

In the latter half of 2007, the excess amount of J-REIT unit purchases to sales by foreign investors was significantly
reduced. Behind this move, there may have been concerns over the excessively depreciated yen — or a view that
the yen would shortly begin to appreciate — along with the worsening sub-prime loan problems and the perceived
overheating of the real estate investment market.

Since the latter half of 2007, when the influx of foreign money thinned, the TSE REIT Index fell sharply. However,
there was no large excess of J-REIT unit sales to purchases by foreign investors (Figure 4). Additionally, in terms of
the ratio of investment units they owned, the figure fell only slightly from the peak reached in 2007 (Figure 1).

(bnyen) (Fig. 6) Trading Volume by Investor Type after Entering 2010

15 @ Life & non-life
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B Other financial institutions
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(Source) Tokyo Stock Exchange

Furthermore, Figure 6 shows the buy-and-sell trend

of foreign investors after entering 2010. Selling 1,ooo(b[]yen
exceeded buying in April and May, but the amounts 900 -
themselves were not so large, totaling around 15 8% ]
billion yen at most. Nevertheless, like stocks in Japan, ;gg
the transaction volume of J-REIT units traded in the .y, |
market has declined as compared with around 2007, 400 -
with recent results at around 200 billion yen per 300 -
month (Figure 7). Because of this decline, although 2% ]
the amount of sales in excess of purchases, or vice 1907
versa, is rather small, the impact on investment unit

prices is not necessarily small. o 5
(Source) Tokyo Stock Exchange

) (Fig. 7) Monthly Transaction Amount of J-REIT Investment Units (TSE)

As such, the buy-and-sell status of foreign investors arguably remains an important index in watching trends in
investment unit prices.




[TOPIC 2] Relation between “liquidity” of investment units and composition of unitholders

The daily trading volumes of J-REIT units on securities exchanges vary greatly by issue. Some REITs are traded by
tens of thousands units per day, while there are a few issues for which only some units are traded. When studying
the difference, however, it is necessary to consider the ratio of traded volume over the number of outstanding units
issued (hereinafter referred to as the “daily trading rate,” which does not represent “liquidity” in a strict sense but is
temporarily considered here as an index related to “liquidity” for convenience), since the number of outstanding units
issued largely differs by issue. Below, we have attempted to conduct very simple analyses as to whether or not
there is relation between the average value of the daily trading rate and the composition of unitholders at respective
investment corporations and other factors for the most recent year (June 1, 2009 — May 31, 2010).

Among the factors that may cause differences in the _ (1) Ownership Share of Top 10 Investors
liquidity of investment units, the factor that initially comes
to mind is the difference in the number of “floating stocks”
that are traded daily. Looking at the other side of the coin,
this may mean that, if the ratio of “fixed stocks” that are
continuously held at certain volumes by sponsors of
investment corporations or by parties closely connected
to such sponsors is high, the number of investment units
traded in the market should be small. If we pick up the
“‘ownership share of the top 10 unitholders” disclosed at

each fiscal period and use it as the ratio of “fixed stocks,” Zocﬁwnershipiﬁj‘;e oftop 1 g ic:] T‘/’estors
the Spread chart resembles the graph (1) . (end of the most recent fiscal period)
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The straight black line represents the line of best fit for all issues, while the straight red line shows the line of best fit
excluding issues listed on the JASDAQ, which is uniquely different as a market from the Tokyo Stock Exchange.
The degree of diffusion is fairly large as a whole, but a trend is observed whereby the higher an issue’s ownership
share of the top 10 unitholders is, the lower the average daily trading rate becomes.

(2) Ownership Share of Foreign Investors Next, as mentioned in TOPIC 1, we examine whether or
not it is true that the higher the ownership share of foreign
investors who are active in trading, the higher the liquidity
of the issue is. Graph (2) indicates the distribution chart.
The straight black line represents the line of best fit of all

JREITs whose top investors  1SSUES, While the straight red line shows the line of best fit
2re oreten nvestors excluding issues with the special factor of their sponsors
and other large unitholders being foreign investors. It is

, , , confirmed that, looking at the line of best fit in red, there is

20% 20% a tendency that the higher the ownership share of foreign

Ownership share of foreigninvestors investors is, the higher the average daily trading rate
(end of the most recent fiscal period) becomes.
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Furthermore, the graphs indicated below are distribution charts with lines of best fit in terms of the relationship with

INTH

“‘market capitalization,” “investment unit price,

ownership share of individual investors” and “ownership share of

financial institutions (including investment trusts).” For these factors, there was no notable relation observed for the

period under analysis.

(3) Market Capitalization
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(4) Investment Unit Price
(Average of Jun. 1, 2009 - May 31, 2010)
*
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(6) Ownership Share of Financial Institutions

(Including Investment Trusts)
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This report is provided to inform readers about the J-REIT market, and is not intended to solicit investments.
Information in this report is not necessarily up-to-date, and ARES does not guarantee its correctness or
completeness. Information in this report is subject to change or revisions without prior notice.
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