17

FHEREFRHRAE

The Japanese Real Estate Investor Survey
(2007 10 As of October, 2007)

e

RR k£/M



........................................................................................................................ 2
........................................................................................................ 3
............................................................................. 5
.................................................................................... 7
.......................................................................... 9
...................................................................................................... 11
......................................................................................... 13
..................................................................................... 15
.................................................................................. 17
.................................................................................. 19
......................................................................................................................... 21
...................................................................................................................... 23
CONTENTS
ATTENTION IN USE OF THIS REPORT ...eiiiiiiiiiiiie ettt ettt e e e e e e e 1
INTRODUGCTION ...ttt ettt ettt et et e et et e e e e e e e e e e e e e e e e e e e e e e eenes 2
RESPONDED FIRMS AT A GLANCE. ...« ettt ettt et e e e e e e ees 4
RECENT REAL ESTATE INVESTMENT POSITION OF RESPONDENTS .....couiiiiiiiiiieeeeeeeeeene 6
INVESTMENT PARAMETERS FOR BENCHMARK OFFICE BUILDING ......ccoiiiiiiiieiiiiicecece e 7
CAP RATE OF TYPICAL CLASS A OFFICE BUILDING IN VARIOUS LOCATIONS .........ccciiiiiieennn. 10
OFFICE RENT FORECAST ..ttt e e et et et et e e e e e en e enneenas 12
CAP RATE OF RESIDENTIAL PROPERTY ....ctiiiuiiiiei ettt e e e e e e e e e e enees 14
EXPECTED CAP RATE OF RETAIL PROPERTY ...ciuiitiiiietieeie ettt e e e ens 16
EXPECTED CAP RATE OF WAREHOUSE PROPERTY .....iiuiiiiieiii ettt 18
EXPECTED CAP RATE OF ECONOMY HOTEL FOR LODGING .....ccuuiiiiiiiieiieieeee e 20
EXPLANATORY NOTES. ..o ettt ettt et e e e e e e e et et e e e e e e enneenneenas 22

RESPONDED FIRMS ...ttt ettt et e et et e e e et e e e e e enaeenas 24



ATTENTION IN USE OF THIS REPORT

[0 The outcome figures in this report represent aggregated-base information of the survey
participants. Further, this report represents the viewpoints and expectations of investors
to the scope of future trend of rents and so on, and does not reflect the actual
performance based on any actual transaction.

[0 Because any real estate is unique, the outcome figures in this report are never applicable
directly to any individual real estate.
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INTRODUCTION

[0 Survey Method: Emailed or mailed questionnaire.

O Number of Surveyed Firms: 202. Their businesses include pension fund, life insurance,
real estate lessor, investment bank, commercial bank and other financial institution,
developer, asset manager, and rating agency.

O Date of Survey: October 1, 2007

OO Number of Responded Firms: 104

0 Notes:
e Unless otherwise mentioned, the numbers appeared in this report are medians.

e Please see the explanatory notes of some important terms in page 22.
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RESULTS

RESPONDED FIRMS AT A GLANCE

a. Breakdown of Responded Firms

Pension Fund

Life Insurance

Real Estate Lessor

Investment Bank

Commercial Bank and Other Lender
Developer

Asset Manager

Arranger

Rating Agency

Other

b. Major Investment Form

Equity

Debt

c. Principal Fund Source

Domestic

Offshore

2 Percentage against the total responses of each question in parentheses.
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RECENT REAL ESTATE INVESTMENT POSITION OF RESPONDENTS
(Effective Response: 88%)

a. Involvement in Real Estate Investment in Last Six Months (multiple selections

allowed) (Effective Response: 97 firms)

1. Acquisition 77 (79%)
2. Disposition 43 (44%)
3. Advice on Acquisition/Disposition 33 (34%)
4. Advice on Securitization 21 (22%)
5. Other 7 (7%)

b. Anticipated Real Estate Investment Activity in Next 12 Months (multiple

selections allowed) (Effective Response: 96 firms)

1. Plan to look for new investment opportunities 90 (94%)
2. No plan for new investment 5 (%)
3. Plan to sell some holdings 17 (18%)

c. Acquired Property in the item a) above (multiple selections allowed) (Effective

Response: 83 firms)

Class A Office Building 36
Standard Multifamily (non-studio) 34
High-End Multifamily (low-rise) 13
Downtown Retail Property 30
Warehouse/Distribution Center 17
Golf Course 3

Property Type of Possible Investment in the item b) above (multiple selections

allowed) ((Effective Response: 88 firms)

Class A Office Building 59
Standard Multifamily (non-studio) 38
High-End Multifamily (low-rise) 22
Downtown Retail Property 46
Warehouse/Distribution Center 31
Golf Course 5

(43%)

(41%)

(16%)

(36%)

(20%)

%)

(67%)

(43%)

(25%)

(52%)

(35%)

(6%)

Non-Class A Office Building
Standard Studio

High-End Multifamily (high-rise)
Suburban Shopping Center
Limited-Service Hotel

Other (Vacant Land and Raw Land)

Non-Class A Office Building
Standard Studio

High-End Multifamily (high-rise)
Suburban Shopping Center
Limited-Service Hotel

Other (Vacant Land and Raw Land)

44
42
10
24
25
16

60
42
22
43
36
14
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(51%)

(12%)

(29%)

(30%)

(19%)

(68%)

(48%)
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(49%)
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(16%)
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INVESTMENT PARAMETERS FOR BENCHMARK OFFICE BUILDING
(Effective Response: 80%)

Investment in a Class A office building with the following features.

Tokyo CBD (Marunouchi/Ohtemachi District,

Raised flooring

individually

i Building F r
Location Chiyoda Ward) uilding Features controlled air conditioning
. Buildi .
Transit Within five minutes walk to nearest station. ul |rrg Security System
Security/Access
Building Age Less than five years Number of Tenants | Ten or more

50,000 square meters or more (538,000

Total Floor Area
square feet)

Rent Level

Market rent

1,500 square meters or more (16,000

Typical Floorplate
P P square feet)

Lease Contract

Japanese-style lease contract

Ceiling Height 2.8 meters or more (9.2 feet) Ownership Single owner
EXpeCted Cap Rate 38% (Average 38% Mode 40%)
Assumed Holding Period 5 years (average 6.6 years woge 5 years)
Internal Rate of Return (unleveraged) 4.5% (rverage 5.0%° o 4.5%)
Terminal Cap Rate 3.9% (verage 3.9%°  yoce 4.0%)
Risk Premium (above ten-year JGB rate) 2.0% (average 2.1% mode 2.0%0)
. . 70% (Debt Portion) (Average 68% Mode 70%)
Equity/Mortgage Ratio and Mortgage Rate
20% (Mortgage Rate) (Average 22% Mode 20%)
Mal’ket Cap Rate 35% (Average 3.5% Mode 35%)

® The median of all the responses. The median figure stood at 4.5% for the 41 respondents who assumed a five-year investment
period. The number was calculated as 4.4% for the 21 respondents who assumed a ten-year holding period.
® The median of all the responses. The median figure stood at 3.9% for the 41 respondents who assumed a five-year investment
period. The number was calculated as 4.0% for the 23 respondents who assumed a ten-year holding period.
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CAP RATE OF TYPICAL CLASS A OFFICE BUILDING IN VARIOUS LOCATIONS
(Effective Response: 75%)

Cap Rate of Average-Sized Class A Office Building

a. Tokyo

b. Other Major Cities

c. Second-Tier Cities

Location Expected Market
Cap Rate Cap Rate

o Nihonbashi around Nihonbashi station 4.3% 4.0%
e Kanda around simbocho Station 4.5% 4.2%
e Akihabara around Akihabara Station 4.5% 4.2%
e TOranomon around Toranomon Station 4.3% 4.0%
e Shiodome (Higashi Shimbashi) around Shiodome Station 4.3% 4.0%
e Akasaka around Akasaka Mitsuke Station 4.3% 4.0%
® ROppoNngi around Roppongi Station 4.3% 4.0%
e Konan around shinagawa Station 4.5% 4.1%
e Nishi Shinjuku around Tokyo city Hall 4.5% 4.1%
e Shibuya around shibuya station 4.4% 4.0%
e IkebuKuro around ikebukuro station 4.7% 4.5%
e UENO around Ueno Station 5.0% 4.5%
e Osaki around osaki station 4.7% 4.5%
® Sapporo Eximae Avenue 5.7% 5.4%
e Sendai poba Avenue 5.8% 5.5%
e Saitama around ohmiya Station 5.5% 5.0%
e Chiba around Kaihin Makuhari Station 5.8% 5.5%
e Yokohama around west side of Yokohama Station 5.0% 4.8%
e Nagoya around Nagoya Station 5.0% 4.7%
e Osaka widosuji Avenue 5.0% 4.5%
* Kobe sannomiya pistrict 5.5% 5.3%
e Hiroshima kamiyacho, Hatchobori 5.9% 5.5%
o Fukuoka tenjin pistrict 5.3% 5.0%
E.g., Akita, Utsunomiya, Niigata,

6.8% 6.5%

and Kumamoto

-10 -
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OFFICE RENT FORECAST

Office Rent Forecast (Current Rent Level = 100)

(Effective Response: 71%)

(If the rent was expected to decline three percent in five years, Year 5's figure would be 97.)

a. Tokyo

b. Other Major Cities

c. Second-Tier Cities

Location Year 1 | Year 2 | Year 5 | Year 10

e Marunouchi/Ohtemachi District 105 107 | 110 110
o Nihonbashi around Nihonbashi station 103 105 | 105 105
e Kanda around Jimbocho Station 102 103 103 103
o Akihabara around Akinabara Station 103 104 105 105
e TOranomon around Toranomon Station 103 105 105 106
e Shiodome (igashi shimbashi) Around Shiodome Station 103 104 105 105
o Akasaka around Akasaka Mitsuke Station 103 | 105 | 105 105
e RoppoNngi around Roppongi Station 103 105 105 105
e KONan around shinagawa Station 102 103 105 105
e Nishi Shinjuku areund Tokyo city Hall 102 103 | 104 105
e Shibuya around shibuya station 102 104 105 105
o 1kebuKuro around Ikebukuro Station 101 102 | 102 102
® UENO0 around Ueno Station 100 | 101 | 102 102
o Osaki around osaki station 102 103 103 104
* SappPOro Eimae Avenue 100 | 100 | 100 | 100
e Sendai aoba Avenue 100 100 100 100
e Saitama around ohmiya station 100 100 100 100
e Chiba around Kaihin Makuhari Station 100 | 100 | 100 100
e YOkohama around west side of Yokohama Station 101 | 102 | 102 102
* Nagoya around Nagoya Station 102 | 102 | 103 | 103
e Osaka widosuji Avenue 102 103 103 103
* Kobe sannomiya pistrict 100 | 100 | 100 | 100
e Hiroshima amiyacho, Hatchobori 100 100 100 100
o Fukuoka tenjin pistrict 101 102 102 102
E.g., Akita, Utsunomiya, Niigata,

100 99 98 98

and Kumamoto
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CAP RATE OF RESIDENTIAL PROPERTY

(Effective Response: 72%)

a. Tokyo
) Expected Market
Type Location/Feature
Cap Rate | Cap Rate
Standard Studio Southern Tokyo (Meguro and Setagaya
Wards) 5.0% 4.5%
TranSit: W|th|n ten minUteS Walk to nearest Station Within 15 minutes from nearest transit station to Shibuya or Ebisu
Building Age: Less than five years Station
Average Unit Size: 25 — 30 square meters (270 — | Eastern Tokyo (Sumida and Koto
320 square feet)
Total Units: 50 Units, more or less Wards) 5.2% 5.0%
Within 15 minutes from nearest transit station to Tokyo or Ohtemachi
Station
. . . . Southern Tokyo (Meguro and Setagaya
Standard Multifamily (Non-Studio-Unit) yo (Meg gy
Wards) 5.0% 4.7%
TranSit: Wlthm ten minUteS Walk to nearest station Within 15 minutes from nearest transit station to Shibuya or Ebisu
Building Age: Less than five years Station
Average Unit Size: 50 — 80 square meters (540 — | Eastern Tokyo (Sumida and Koto
860 square feet)
Total Units: 50 Units, more or less Wards) 5.3% 5.0%
Within 15 minutes from nearest transit station to Tokyo or Ohtemachi
Station
High-End Multifamily for Expatriates Low-Rise
Azabu/Akasaka/Aoyama District, Minato Ward 4 9% 4 5%
BU|Id|ng Age or Years after EXtensive Renovation: Average Unit Size: 100 square meters or more (1,075 square feet)
. Total Units: 20 units, more or less
Less than five years ) ]
High-Rise
Azabu/Akasaka/Aoyama District, Minato Ward 4.8% 4.5%
Average Unit Size: 100 square meters or more(1,075 square feet)
Number of Stories: More than 20 floors
b. Other Major Cities
City Studio Multifamily
Sapporo 6.0% 6.0%
Sendai 6.0% 6.0%
Saitama 5.7% 5.8%
Chiba 5.8% 5.9%
Yokohama 5.5% 5.5%
Nagoya 5.5% 5.5%
Osaka 5.5% 5.5%
Kobe 5.8% 5.8%
Hiroshima 6.0% 6.1%
Fukuoka 5.7% 5.8%

-14 -
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EXPECTED CAP RATE OF RETAIL PROPERTY

(Effective Response: 70%)

a. Tokyo
Type Location Expected Cap Rate
Downtown High-End Retail Property Ginza District 4.0%
o . R N Along Ginza Chuo Avenue in Chuo Ward

Building Age or Years after Extensive Renovation: Less than five years

Lease Contract: Mainly turnover rent with guarantee minimums; ) )

western-style lease contract without renewal option OmOtesandO DIStrICt 40%

Tenant Mix: Mainly high-end brand stores Along Omotesando Avenue in Shibuya Ward

Suburban Shopping Center

Store Area: 20,000 square meters (215,000 square feet), more or less. One hour drive from downtown 5.50¢
. 0

Anchor Tenant: Mass merchandiser

Lease Contract: Mainly fixed rent; western-style lease contract without

renewal option

Tokyo, along a major highway

b. Other Major Cities

City Downtown Retail Suburban Shopping Center
Sapporo 5.8% 6.5%
Sendai 5.8% 6.5%
Saitama 5.5% 6.0%
Chiba 5.7% 6.1%
Yokohama 5.2% 5.7%
Nagoya 5.2% 5.8%
Osaka 5.0% 5.7%
Kobe 5.7% 6.1%
Hiroshima 5.9% 6.5%
Fukuoka 5.4% 5.9%

-16 -
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EXPECTED CAP RATE OF WAREHOUSE PROPERTY

Tokyo and other major districts

(Effective Response: 62%)

Type Location Expected Cap Rate
istributi Tokyo (Koto District 5.5%
Distribution Coastal Area yo ( )
Function: Mainly for loading and delivery | G°°d access toatrunk road Naq6ya  (Nagoya Port District) 6.0%
or interchange of highway
Building Features: 2-3 stories, total floor o
Osaka (Osaka Port District) 6.0%
area of 5,000 square meters, More Or 1eSS, |- - - - - - -« - oo o
i Tokyo (Tama District 5.8%
with a large truck yard Inland Area yo ( )
Tenant: Single . . L
9 Good access to a trunk road | Chiha  (Narita District) 6.0%
Order lease and the remaining | or interchange of highway
lease term of 10 years or more Nagoya (Northern Nagoya) 6.0%
Osaka (Around East Osaka) 6.0%
Storage Tokyo (Koto District) 5.5%
Coastal Area
Function: Mainly for keeping inventories in | Good access to a trunk road | Nagoya (Nagoya Port District) 6.0%
or interchange of highway
stock L
Osaka (Osaka Port District) 6.0%
Building Features: 5-6 stories, total floor |- ...
area of 20,000 square meters, more or less Tokyo (Tama District) 5.8%
_ Inland Area
Tenant: Multiple ] ) o
Good access to a trunk road | Chiba (Narita District) 6.0%
or interchange of highway
Nagoya (Northern Nagoya) 6.0%
Osaka (Around East Osaka) 6.0%

-18 -
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EXPECTED CAP RATE OF ECONOMY HOTEL FOR LODGING

Tokyo and other major districts

(Effective Response: 69%)

Type Location Expected Cap Rate
. Tokyo
Economy Hotel for Lodging y _ _
Around a main station of JR 5.2%
Transit : Within five minutes walk to nearest station or subway
Building Age : Less than five years
Sapporg _ 6.0%
Number of Rooms : approximately 100 Around Sapporo Station
Average Daily Rate (ADR) : 6,000-8,000 yen
Nagoya 5.8%
Operating Rate : 80% or more Sakae District
Management : Leasehold
g Osaka 5.7
A management company who rents all of the hotel|  Around Shin-Osaka Station )
operates it.
Fukuoka
_ 5.8%
Around Hakata Station

-20 -
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EXPLANATORY NOTES
[Expected Cap Rate] A cap rate used for judging (calculating) the investment value of a

property. An investment value is arrived at by dividing the first-year net operating income (NOI)

of the property by the expected cap rate.

[Market Cap Rate] A capitalization rate observed in the market place; it is derived by dividing

the single-year net operating income (NOI) by the market price of the property.

[Internal Rate of Return] An interest rate employed to convert future cash flows into present
value. In this survey, it is defined as a rate of discount that makes the net present value of the

investment equal to zero.

[Net Operating Income] The net income indicated by subtracting operating expenses from
effective gross income, but before book depreciation, mortgage debt service, and taxes are
deducted. The operating expenses include replacement reserves but exclude -capital
expenditure for non-periodic extensive renovations. The following chart shows the breakdown

of effective gross income and operating expenses.

 Effective Gross Income © : Operating Expenses
Rental Revenue { Property Management Fee
i ; Management
Potential Gross Income { Parking Revenue 9 Repairs/Maintenance
Common Area Maintenance
Fee Revenue .
+)Real Estate Taxes { FI_Xed Property Tax
City Planning Tax
=+ ) Miscellaneous Revenue +)Insurance
—)Vacancy and Collection Loss +) Miscellaneous Expenses

[Market Price] The amount of money exchanged for a property in a cash-only transaction.

[Investment Value] The specific monetary value of an investment to a particular investor.

[Class A Office Buildings] The most prestigious office buildings in the local market, with their
superior features in terms of location, design, construction, materials and equipment,
management, tenants, and amenities. A typical class A building usually satisfies the criteria of

institutional investors for their mid- and long-term investments.

-22 -
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73 31

TEL: 03-3503-5335
FAX: 03-3597-8063
web:http://www.reinet.or.jp
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RESPONDED FIRMS

Ernst & Young Transaction Advisory Services
Co., Ltd.

Aioi Insurance Co.,Ltd.

Aozora Bank, Ltd.

Agility Asset Advisers Co.,Ltd

Asset Realty Managers Co.,Ltd.

SOW Inc.

NTT Urban Development Co.

MID REIT Management Co.,Ltd.

OBAYASHI CORPORATION

Odakyu Real Estate Co.,Ltd.

ORIX Asset Management Corporation
KAJIMA CORPORATION

Canal Investment Trust Co., Ltd.

Capmark Japan KK

CREED Corporation

Credit Suisse Principal Investments Limited
Global Alliance Realty Co., Ltd.

GLOVANCE CORPORATION

GROSVENOR FUND MANAGEMENT JAPAN
LIMITED

Keihan Electric Railway Co.,Ltd.

Kenedix REIT Management, Inc.

Ken Real Estate Investment Advisors Ltd.
Sun Frontier Fudousan Co., Ltd.

CB Richard Ellis

J-REP REIT Management Co., Ltd.
SHIMIZU CORPORATION

Japan REIT Advisors Co., Ltd.

STB Research Institute Co., Ltd.

Sumitomo Corporation

The Sumitomo Trust & Banking Co., Ltd
TAISElI CORPORATION

DAIDO LIFE INSURANCE COMPANY

Daiwa Securities SMBC Co. Ltd

DAIWA HOUSE INDUSTRY CO., LTD.
Touchstone Capital Securities Co., LTD.

The Chuo Mitsui Trust and Banking Company, Limited
DBJ Nomura Investment Co., Ltd.

Deutsche Securities Inc.

Tokai Tokyo Finance & Real Estate Co.,Ltd.
TOKYU CORPORATION

Tokyu Real Estate Investment Management
Inc.

Tokyo Tatemono Co.,Ltd.

Tokyo Realty Investment Management , Inc .
Top REIT Asset Management Co.,Ltd.

Nittsu Real Estate Co.,Ltd.

Development Bank of Japan

NIPPON TOCHI-TATEMONO Co., Ltd.
Nomura Real Estate Development Co., Ltd.
Nomura Healthcare Co., Ltd.

Babcock & Brown Co., Ltd.

Business and Asset Solution Co.

Fund Creation REIT Advisers Co.,Ltd.

Fitch Ratings Ltd.

Fukoku Mutual Life Insurance Company
Prospect Residential Advisors Co., Ltd.
Frontier REIT Management Inc.

Hospitality Partners Corporation

Marubeni Corporation

Mizuho Corporate Bank, Ltd.

Mizuho Trust & Banking Co.,Ltd.

Sumitomo Mitsui Banking Corporation
Sumitomo Mitsui Finance and Leasing
Company, Limited

Mitsui & Co., Logistics Partners Ltd.

Mitsui Fudosan Investment Advisors, inc.
Mitsubishi Jisho Investment Advisors,Inc.
Mitsubishi Corp.-UBS Realty Inc.

The Bank of Tokyo-Mitsubishi UFJ,Ltd.
Mitsubishi UFJ Trust and Banking Corporation
MIDDLEWOOD CAPITAL JAPAN

YURAKU REAL ESTATE CO.,LTD.

LaSalle Investment Management,K.K.
REICOF CO.,LTD.

RECRM RESEARCH Co.,Ltd.

Note : According to the Japanese alphabetical order on the left page

Other than the above 73 firms, we had 31 respondents, who requested anonymity.
Please direct your questions regarding this survey to Japan Real Estate Institute

Research & Study Dept.
TEL: 03-3503-5335

FAX: 03-3597-8063
web:http://www.reinet.or.jp

© All rights reserved
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