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INTRODUCTION

Survey Method: Emailed or mailed questionnaire.

Number of Surveyed Firms: 199. Their businesses include asset manager, arranger,
developer, life insurance, commercial bank and other financial institution, investment
bank, pension fund, and real estate lessor.

Date of Survey: April 1, 2011

Number of Responded Firms: 138

Notes:
Unless otherwise mentioned, the numbers appeared in this report are medians.
Please see the explanatory notes of some important terms in page 23.

Notes to the Reader

O

Responses from real estate investors were compiled in this survey. The responses include
their expected returns, investment outlook, and rental growth. This survey does not
necessarily reflect numbers that were derived form actual transactions.

Because reported numbers in this publication were based on available data as of the survey
date and also because every real estate is unique, any figure in this report does not directly
indicate the return of a specific real property. Therefore, a totally undependable result could
be generated if any of the figures was used without necessary adjustments in order to
reach the value of a real property.

All rights reserved. No part of this booklet may be reproduced, edited, or translated. For
quoting all or part of the publication, please obtain permission from the Japan Real Estate
Institute in advance. While facts have been rigorously checked, we can take no
responsibility for any damage or loss suffered as a result of any inadvertent inaccuracy
within this report.
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RESULTS

RESPONDED FIRMS AT A GLANCE

a. Breakdown of Responded Firms (Quantity of Response: 138 firms)

e Asset Manager 63
e Arranger 7
e Developer 16
e Life Insurance 4
e Commercial Bank and Other Lender 16
e Investment Bank 2
e Pension Fund 0
e Real Estate Lessor 3
e Other 27

b. Principal Fund Source (Quantity of Response: 132firms)

e Domestic 106

e Offshore 26

¢. Major Investment Form (Quantity of Response: 131 firms)

e Equity 110

e Debt 21
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RECENT REAL ESTATE INVESTMENT POSITION OF RESPONDENTS

a. Involvement in Real Estate Investment in Last Six Months
(multiple selections allowed) (Quantity of Response: 116 firms)

1. Acquisition 67
2. Disposition 62
3. Advice on Acquisition/Disposition 28
4. Advice on Securitization 10
5. Other 13

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

e  Class A Office Building 22 e Suburban Shopping Center 11
e Non-Class A Office Building 21 e  Warehouse/Distribution Center 13
e  Standard Studio 25 e Limited-Service Hotel 4
e  Standard Multifamily (non-studio) 14 e Golf Course 0
e High-End Multifamily (low-rise) 5 e Luxuary Hotel 0
e High-End Multifamily (high-rise) 5 e Health Care Asset 0
e  Downtown Retail Property 7 e  Other (Vacant Land and Raw Land) 8

c. Anticipated Real Estate Investment Activity in Next 12 Months
(multiple selections allowed) (Quantity of Response: 128 firms)

1. Plan to look for new investment opportunities 100
2. No plan for new investment 17
3. Plan to sell some holdings 34

d. Property Type of Possible Investment in the item c) above
(multiple selections allowed)

e  Class A Office Building 60 e Suburban Shopping Center 20
e Non-Class A Office Building 55 e  Warehouse/Distribution Center 30
e  Standard Studio 55 e Limited-Service Hotel 19
e Standard Multifamily (non-studio) 47 e  Golf Course

e  High-End Multifamily (low-rise) 19 e  Luxuary Hotel

e  High-End Multifamily (high-rise) 16 e  Health Care Asset

e  Downtown Retail Property 25 e  Other (Vacant Land and Raw Land) 10



NEEEL)VOBFNODEFIC DU T (@51 - 116 1)

|8 ] WSO
IR SEBRTEHA 50,000 M |

RS ES RRETFRBEADA, KFEHX | 5RiHKE DU=PORIAR, V—VZEH

f. MEBDANDESEED ANER

g. LECEJLDERSIRIED

4.5% (p54.5%  g4.5%)
Y R
B GeSS% 50
B P T

3.0% (3152.9% gy 3.0%)
60N e G 5B% e 60%)

2.2% (sirnem (952:2%  522.0%)

4.2% o, (en43% s 4.5%)
A% Ged2% g 40%)

SLOBOBMEHER, MOTREHIR 5 F1 (OB 60) OHDBEIE 5.0%., MEEREHI/ 10 &1 (OBHH

23) OHDEHBEIL 4.5%

12 OBOEHEHER, ORISR 5 F1 (O@BHH63) OHDIBEIS 4.5%, MMEEREHR 10 F1 (OBAH

27) OHDEHEIL 4.3%



INVESTMENT PARAMETERS FOR BENCHMARK OFFICE BUILDING
(Quantity of Response: 116 firms)

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

Location

Tokyo CBD (Marunouchi/Otemachi District,
Chiyoda Ward)

50,000 square meters or more (538,000
Squarefeet) ]

1,500 square meters or more (16,000
square feet)

Building Features

‘Building
Security/Access

Raised flooring and
controlled air conditioning

individually

Ceiling Height 2.8 meters or more (9.2 feet) Ownership Single owner
EXpeCted Cap Rate 45% (Average 4-5% Mode 4-5%)
Assumed Holding Period 5 years (average/ -4 years woge 5 years)
Internal Rate of Return (unleveraged) 5.0%" (werage 5:5%  wose 5.0%)
Terminal Cap Rate 4.4%" (nverage 4:3%  wode 4.5%)
Risk Premium (above ten-year JGB rate) 3.0% (average 2.9% Mode 3.0%)
o B0% G e 58% o 60%)
Loan to Value (LTV) and Mortgage Rate R (ooge 0% _____ 1o 2%, .
22% (Mortgage Rate) (Average 2-2% Mode 2'0%)
42% (Current) (Average 4-3% Mode 4-5%)
Market CapRate ~  rrrrmooemeemesoeoseooeooeoooooneooeoe oo
42% (Forcastin six months ) (Average 4'2% Mode 4'0%)

3 The median of all the responses. The median figure stood at 5.0% for the 60 respondents who assumed a five-year
investment period. The number was calculated as 4.5% for the 23 respondents who assumed a ten-year holding period.

4 The median of all the responses. The median figure stood at 4.5% for the 63 respondents who assumed a five-year
investment period. The number was calculated as 4.3% for the 27 respondents who assumed a ten-year holding period.
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CAP RATE OF TYPICAL CLASS A OFFICE BUILDING IN VARIOUS
(Quantity of Response: 114 firms)

LOCATIONS

Cap Rate of Class A Office Building

a. Tokyo

b. Other Major Cities

c. Second-Tier Cities

_ Expected Market
Location
Cap Rate Cap Rate

| » Nihombashi around nihombashistation | 50% | A8k
| * Kanda woundsimbochostation | 53% | 50k
| » Akihabara aoung achabara staton | 52% | 50k
| © TOranomon around Toranomon station |~ 50% | 48k
| » Shiodome (tiigashi Shimbashi) round shiodome Station | 50% | 48k
| ® Akasaka around akasaka vitsuke Station | 50% | 48k
| * ROPpONgi around Roppongistation | 5.0% | 4%
| © Konan aoung shinagawa staton | 5.2% 5.0%
« Nishi ShinjukU oo | 58% | 51%
@ Shibuya oundsibwasiaton | 92h | 80k
| © Ikebukuro wound tebuiwrostatn | 55% | 53k
* Ueno wound venosation | 57% | 5%

e Osaki around osaki Station 5.5% 5.3%
| ® Sapporo gmae venve | 10% | 68h
e Sendai nbapene | 1.3% | 10h
| Saitama around ohmiya Staton | 6.5% | 64k
| * Chiba around kainin Makuhari staton | 6.9% | 87k
| ® YOkonama round west side of Yokohama station | 62% | 60k
| © Nagoya sound Nagoya statn | | 6.4% | 82k

 Kyoto around shijo Karasuma 6.5% 6.5%
L L -
| © Kobe samnomiapistricc ] 6.7% | 685
| ® Hiroshima amiyacho, tatchobori | 10k ] 89

o Fukuoka tenjin pistrict 6.5% 6.4%

E.g., Akita, Utsunomiya, and Oita 8.2% 8.0%

11
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OFFICE RENT FORECAST (Quantity of Response: 108 firms)

Office Rent Forecast (Current Rent Level = 100)

(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 Year1 | Year 2 | Year 5 | Year 10

* Marunouchi/Otemachi District 100 | 100 | 103 | 105
+ Nihombashi woua whomsssisien | 100 | 100 | 102 | 103
| * Kanda woung simbocho station | 99 | 100 | 100 | 102
| * Akihabara aroung akhabara station | 99 | 100 | 101 | 102
| © TOranomon pround Toranomon station | 99 | 100 | 101 | 103
| » Shiodome (uigashi stimbasti) o shodome siaton | 99| 100 | 101 | 103
| © Akasaka around akasaka Mitsuke staton | 99 | 100 | 101 | 103
| * ROPPONgi around Roppongistation | 99 | 100 | 101 | 103
| © KOnan aound stinagawa station 99 | 100 | 101 | 102
« Nishi ShINjuKU sous ooyt | 98 | 99 | 100 | 101

o ShibUya around shibuya station 199 | 100 | 100 | 102
|« TkebUKUIO aound tiebururosiaton | 98 | 99 | 100 | 100
o UENO mowdveno saton | 98 | 99 | 100 | 100
| o 05aKi around 0sakd staton 99 | 99 | 100 | 101
| © SAppOrO eimae avenve | 97 | 97 | 99 | 100
e Sendai acbapvence | 9 | 9% | 97 | 98
| © Saltama around ohmiya statin | 97 | 98 | 99 | 100
| Chiba around kaihin Makuari staton | 97 |97 | 98 | 100
| ® YOkonama roung west side of Yokohama Station | 97 | 98 | 100 | 100
| © Nagoya mound Nagoya statn 97 | %8 | 100 | 100

e KYOLO pround shi Karasums |98 | 98 | 99 | 100
o Osaka wigossimvense | 98 | 98 | 100 | 100
o Kobe samomysosric | 97 | 97 | 99 | 100
 Hiroshima amyacr, cnror | 97 | 97 | 99 | 100

o Fukuoka tenjin pistrict 98 98 100 100

E.g., Akita, Utsunomiya, and Oita 95 95 96 97

13
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CAP RATE OF RESIDENTIAL PROPERTY
(Quantity of Response: 111firms)

a. Tokyo
) Expected Market
Type Location/Feature
Cap Rate Cap Rate
Standard Studio Southern Tokyo (Meguro and Setagaya
Wards) 5.8% 5.6%
Transit: Within ten minutes walk to nearest station | witnin 15 minutes from nearest transit station to Shibuya or Ebisu Station
Building Age: Less than fiveyears |7 o T T
Average Unit Size: 25 — 30 square meters (270 — Eastern Tokyo (Sumida and Koto Wards)
320 square feet) Within 15 minutes from nearest transit station to Tokyo or Otemachi 60% 58%
Total Units: 50 Units, more or less station
I . . Southern Tokyo (Meguro and Setagaya
Standard Multifamily (Non-Studio-Unit) vo (Meg gay
o . . Wards) 5.8% 5.6%
Transit: Wlthm ten minutes Walk to nearest station Within 15 minutes from nearest transit station to Shibuya or Ebisu Station
Building Age: Less than five years |
Average Unit Size: 50 — 80 square meters (540 — | Eastern Tokyo (Sumida and Koto
860 square feet) Wards 0 o
Total Units: 50 Units, more or less ) 6.0% 9.9%
Within 15 minutes from nearest transit station to Tokyo or Otemachi
Station
High-End Multifamily for Expatriates Low-Rise
Azabu/Akasaka/Aoyama District, Minato Ward 60% 58%
Building Age or Years after Extensive Renovation: Average Unit Size: 100 square meters or more (1,075 square feet)
Less than five years _Total Units: 20 units, moreorless A .
High-Rise
Azabu/Akasaka/Aoyama District, Minato Ward 60% 58%
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 1.7% 7.8%
Sendai 8.0% 8.0%
Saitama 7.0% 7.0%
Chiba 7.0% 7.0%
Yokohama 6.5% 6.6%
Nagoya 7.0% 7.0%
Kyoto 7.0% 7.0%
Osaka 7.0% 7.0%
] LN
Kobe 7.1% 7.2%
Hiroshima 1.7% 1.7%
Fukuoka 7.1% 1.2%

15
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EXPECTED CAP RATE OF

RETAIL PROPERTY

(Quantity of Response: 105 firms)
a. Tokyo
Type Location Expected Cap Rate
Downtown High-End Retail Property Ginza District 4.7%
o ) ) ) 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 4.9%
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 6.8%

.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 7.0% 8.0%
”””””””” Sendal | 14 | sm
”””””””” Satema | ees | T4
"""""""" chba | s | 1m
”””””””” Yokohama | e | 708
"""""""" Negoya | 64 | 1w
”””””””” Goo | ees | oam
"""""""" oska | em | 108
”””””””” e | em | s
”””””””” Wroshma | 70% | sm
”””””””” Fokvoka | ess | 1m0

17
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EXPECTED CAP RATE OF WAREHOUSE PROPERTY
(Quantity of Response: 80 firms)

Tokyo and other major districts

Type Location Expected Cap Rate

Single tenant Type Coastal Area 1 Tokyo (Koto District) 6.1%
Good access to a trunk road E PP 0

Building Features : 2 - 3 stories or interchange of highway Nag ova (Nagoya I_D_O_r_t DI St”c t ) __________ 7 Oé ________
|Osaka (Osaka Port District) 6.8%

Total floor area of 10,000 square meters, e
| Fukuoka(Hakata Port District) 7.0%

more or less, e 6 ’5’0/ """"
1 Tok T Distri I

. Inland Area :,,‘?,YF’,,?,?T‘??,,,‘?FT'E? ________________________________

Order lease and the remaining lease term 10 !

. . . N Good access to a trunk road ! Chiba (Narita District) 68%

years or more.  Financial credit capability | or interchange of highway e
i 0
of tenant is standardized level. ENagOYa (Northern Nagoya) 1.0%
iOsaka (Around East Osaka) 6.8%
iFukuoka(Fukuoka IC District) 1.0%
; \Tokyo (Koto District) 6.2%

Multiple tenants Type Coastal Area | | Th
Good to a trunk road ! oty 0

Building Features : 3 - 4 stores Gondsces o2 vk o Nagoya (Nagoya Port District) | [
{Osaka (Osaka Port District) 6.9%

Total floor area of 50,000 squre meters, e sEEEE R R R TR T R R
| Fukuoka(Hakata Port District) 7.1%

more or less, e
1 Tokyo (Tama District) 6.5%

_ _ _ Inland Area e
unloading area(berth) at first and third floor. Good access to a trunk road Chiba (Narita District) 6.9%

4 | or interchange of highway =~ 1---------------oo -

t ts, '

€enants, more or less 'Nagoya (Northern Nagoya) 7.0%
iOsaka (Around East Osaka) 7.0%
| Fukuoka(Fukuoka IC District) 1.1%
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EIXRARFTIVOBFNEDICDNT (O5%% : 76 1)

RREBARUVRRMUADTEREIRZARTIVORBFANE D ICDNT

T ILDELE TR BRFRIO 0D
B EEE IR ZNTIL TR 6.5%
JRIS - th REKDEBERED '
ZEPOLR  BEORDSESSDMA e
SEEN | BEET ALIR 7.5%
JRHAISERED '
maw o 100mRE Lo
==l (ADR) | 6,000~8,000M2E BaE 7 3%
LEREE | 80%M F e
mEfAE 1 — 255 KR >y
.. O%
GRFIVRIAY Farthems—EEE L nsun | JRTIARRED
BEEFEIHR) =
& \ 7.3%
JRIEZERED
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EXPECTED CAP RATE OF ECONOMY HOTEL FOR LODGING
(Quantity of Response: 76 firms)

Tokyo and other major districts

Type Location Expected Cap Rate
. Tokyo
Economy Hotel for Lodgin
Y ging Around a main station of JR 6.5%
Transit : Within five minutes walk to nearest station | or ;ﬁqpy\@y _________________________________________
Building Age : Less than five years Sapporo - 7 59
Number of Rooms : approximately 100 Around Sapporo Station
A Daily Rate (ADR) : -
verage Daily Rate ( ) : 6,000-8,000 yen Nagoya o 2 a%
Operating Rate : 80% or more Sakae District
Management : Leasehold
Osaka 7.0%

A management company who rents all of the hotel| Around Shin-Osaka Station

Fukuoka
Around Hakata Station

operates it.
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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 i | Operating Expenses

Rental Revenue { Property Management Fee
| ) . ! i Management

: Potential Gross Income { Parking Revenue P 9 Repairs/Maintenance

i Common Area Maintenance

Fee Revenue Fixed Property Tax

+ ) Real Estate Taxes { i _
i City Planning Tax

+ ) Miscellaneous Revenue i + ) Insurance

i —) Vacancy and Collection Loss i1 + ) 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.
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RESPONDED FIRMS

Urbanex Co.,Ltd.
RIC Management Coporation

Ernst & Young Transaction Advisory Services Co., Ltd.
Aozora Bank, Ltd.

Agility Asset Advisers Inc.

Attractors Lab Co. Ltd.

Atlas Partners Japan, Ltd.

ALPHA ASSET MANAGEMENT CO., LTD.
Ichigo Reit Management Co.,Ltd.

ASA Asset Management Co.Ltd

AD Investment Management Co.,Ltd.
S.OW. Inc

NTT Urban Development Corporation
MID Urban Development Co.,Ltd.

MID REIT Management Co.,Ltd.
OBAYASHI CORPORATION

ODAKYU Real Estate Co., Ltd.

KAJIMA CORPORATION

Capital Advisers Co.,Ltd.

Global Alliance Realty Co.,Ltd.

Grosvenor Fund Management Japan Limitied
Keihan Electric Railway Co.,Ltd.

Kenedix ,Inc.

Kenedix REIT Management, Inc.

GENKAI Capital Management Co., Ltd.
Kenzo Capital Corporation

Ken Real Estate Investment Advisors Ltd.
XYMAX Corporation

Savills Japan Co.,Ltd.

GL Properties

SHIMIZU CORPORATION

Japan Hotel REIT Advisors Co.,Ltd.
Japan REIT Advisors Co.,Ltd.

Simplex Real Estate Management
Strategic Partners Co.,Ltd.

Spring Investment Co., Ltd.

Sumisho Realty Management Co.,Ltd.
STB Real Estate Investment Management Co.,Ltd.
The Sumitomo Trust and Banking Co.,Ltd.
Sumitomo Realty & Development Co.,Ltd.
Sekisui House, Ltd.

TAISEI CORPORATION

DAIDO LIFE INSURANCE COMPANY
Diamond Realty Management Inc.

DAIWA HOUSE INDUSTRY CO., LTD.
DAIWA HOUSE MORIMOTO ASSET MANEGEMENT Co.,Ltd
Daiwa House REIT Management Co.,Ltd.
Takenaka Corporation

Touchstone Capital Securities Co., Ltd.

Towers Watson K.K.

The Chuo Mitsui Trust and Banking Company, Limited
Chuo Mitsui Trust Realty Company,Limited

DBJ Nomura Investment

Deutsche Securities Inc.

Tokyu Real Estate Investment Management Inc.
Tokyo Capital Management

TOKYU CORPORATION

Century Tokyo Leasing Corporation

Tokyo Tatemono Co.,Ltd.

TOKYO TATEMONO INVESTMENT ADVISORS CO.,LTD.
Tokyo Realty Investment Management , Inc .

Tosei Corporation

Top REIT Asset Management Co., Ltd.

Nittsu Real Estate Co.Ltd.

NITTOCHI ASSET MANAGEMENT Co.,Ltd.

GE Japan Corporation

The Norinchukin Trust and Banking Co .,Ltd.

Nomura Real Estate Development Co., Ltd.

Hypo Real Estate Capital Japan Coporation

K K Halifax Asset Management

Hankyu REIT Asset Management,Inc.

Fund Creation RM Co.,Ltd.

Fund Creation REIT Advisers Co.,Ltd.

Fukuoka Realty Corporation Limited

Premier REIT Advisors Co., Ltd.

K.K.Hospitality Partners

Marubeni Corporation

Mi—Casa Asset Management Inc.

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 Accommodations Fund Management Co., Ltd.
Mitsui Fudosan Investment Advisors, Inc.

Mitsui Fudosan Frontier REIT Management Inc.
MITSUBISHI ESTATE CO., LTD.

Mitsubishi Jisho Investment Advisors, Inc.

Mitsubishi Corp. — UBS Realty Inc.

The Bank of Tokyo—Mitsubishi UFJ,Ltd.

Mitsubishi UFJ Lease & Finance Company Limited
Mitsubishi UFJ Trust and Banking Corporation
Mitsubishi UFJ Morgan Stanley Securities Co.,Ltd.
Mori Building Investment Management Co., Ltd.
Yasuda Shoei Real Estate Asset Management Co.,Ltd.
YURAKU REAL ESTATE CO.LTD.

Lifetime Partners.Inc

RISA Partners, Inc.
RISSI CORPORATION
Raysum Co., Ltd.

Note : According to the Japanese alphabetical order on the left page
The above 100 firms permitted us to disclose their names.
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
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