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TOKYO (Standard & Poor's) Aug. 8, 2008--Standard & Poor's Ratings Services
today revised to positive fromstable the outlook onits "A' long-term
corporate credit rating on ORIX JREIT Inc. (QR). The outl ook revision is
based on the inproved quality and diversification of QJR s portfolio, its
i ncreased cash flow stability, and its reinforced business profile, resulting
fromthe acquisition and repl acenent of assets in the conpany's portfolio. It
also reflects QIR s relatively conservative financial policy, which is based
on maintaining appropriate | everage control while pursuing external growth and
i mproving financial flexibility by reducing secured borrow ngs. At the same
time, Standard & Poor's affirned its 'A' long-termand 'A-2' short-term
corporate credit ratings on QJR

QIR was listed on the Tokyo Stock Exchange in June 2002 and is recogni zed
within the J-REIT market as a diversified REIT, whose portfolio features five
types of property asset. ORI X Corp. (A-/Stable/--) and Daikyo Inc. (NR) are
the sponsors, with Dai kyo becomni ng a sponsor in March 2008.

As of the end of its 12th business term (ended Feb. 29, 2008), QIR s
portfolio consisted of 43 properties valued at an aggregate of about ¥231.1

billion in terms of purchase price. Thereafter, the conpany purchased four
properties from ORI X group conpani es, including the ORI X Shi nagawa Bui |l di ng
| ocated in Tokyo's Mnato-ku for ¥15.2 billion. This increased the nunber of

properties in the portfolio to 47 and the total portfolio value to about
¥262.4 billion as of July 31, 2008. The portfolio conprises 39 office
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buil dings, two distribution facilities, two retail properties, one hotel, and
three residential properties. QIR is achieving steady external growth backed
by the strong real estate expertise and devel opnent capabilities of the OR X
group conpani es. Meanwhile, QIR has sold 18 properties since being listed on
t he Tokyo Stock Exchange, mainly those that offer limted scope for increased
profits and those whose conpetitiveness is deteriorating. QIR i nproved the
quality and stability of its portfolio by reorganizing its assets.

QIR s asset expansion has let to greater tenant diversification. QIR s
tenant concentration risk is inproving; Fujita Kanko Inc., the |argest tenant
inits portfolio, accounted for about 7.7%of the portfolio' s total rentable
area as at the end of the conpany's 12th business term Furthernore, while the
rating on QJR was partially constrained by concerns over its hotel investnents
and its relatively aggressive asset-type diversification strategy, such
concerns were nitigated sonewhat by clarification of the conpany's investnment
policy. QJR s strategy is to ensure that 80%or nore of its portfolio
investnment is allocated to office buildings, with the renai nder nainly
allocated to highly versatile distribution facilities | eased under nedi um or
| ong-termcontracts designed to secure stable cash flow. Accordingly, QIR s
portfolio mainly conprises properties located in the Tokyo netropolitan area,
and the wei ghted average property age of the portfolio was relatively | ow at
about 10.5 years as of the end of the conpany's 12th business term In
addition, the average occupancy rate of the property portfolio stood at 97.8%
generating stable cash flows.

J-REIT investment unit prices have faced adjustments since |ast year due
to changes in the donmestic and overseas debt and capital narkets.

Neverthel ess, QIR has naintained relatively high profitability by pursuing
steady internal growth via rent revisions. It also inplenented a tinmely equity
i ssue in October 2007, when the J-REIT narket started to show signs of
fragility. QIR has al so pursued asset expansion at a solid and nodest pace by
using the property pipeline of its sponsor group conmpanies. QIR ains to

achieve a portfolio size of ¥300 billion, though it has not yet announced a
specific tineline for this goal
QIR posted total revenue of about ¥10 billion and net incone of about

¥4.1 billion for its 12th business term QIR s debt-to-capital ratio (tota
debt/total debt + unitholders' capital, according to Standard & Poor's
definition) stood at about 38.7% as of the end of February 2008. The conpany
has engaged in three equity issues since its listing and ainms to keep its
debt-to-capital ratio between 40% and 50% (QJR s definition). As of February
2008, QIR s debt maturity was diversified through 2013, though the average
resi dual termwas sonewhat short at about 2.7 years. Meanwhile, the conpany's
cash flow stability was noderate, and its EBITDA interest coverage was about
7.7x. Its ratio of funds fromoperations (FFO to total debt stood at about
11. 7% as of the end of the company's 12th busi ness term

QIR had a cash bal ance of about ¥21.1 billion at the end of February
2008, whi ch woul d provide sufficient cover for i medi ate operati ng expenses
(including security deposit liabilities). QIR s commitnment facilities tota
¥27 billion, of which ¥23 billion were unused as of the end of the 12th
busi ness term The conpany mai ntai ns sound rel ati onships with nultiple banks,
securing liquidity to cover its debt repayments. As of the end of the 12th
busi ness term secured borrow ngs accounted for about 10% of total debt, and
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the ratio of net operating income (NO) used as security for secured debt
accounted for about 15% of the portfolio's overall NO ratio. These ratios
have i nproved.

The outl ook on the long-termcredit rating is positive. Wth the support
of ORI X group conpani es, QIR shoul d mai ntai n above-average asset quality and
stabl e earnings. An upgrade would require the conpany to adhere to a nore
clear investment policy while reinforcing its financial profile, which is
considered weak relative to its business profile, as it maintains steady
external growh. As its asset portfolio has reached a certain size, QIR s
ability to inplenment nore conservative | everage control in a nmanner that
m nimzes fluctuations, while inproving its financial standing including its
i nterest coverage and debt and equity structure, will be key factors in this
regard. The conpany's ability to boost profitability by pursuing a nore stable
asset portfolio and business franchise will also be critical. The rating on
QIR may conme under downward pressure, however, if its |everage hovers at high
| evel s, and financial neasures relating to its interest coverage and debt and
equity structure remain at |low |l evels while the conpany pursues a clear
i nvest nent policy.

A Japanese- | anguage version of this nmedia release is avail able on
Standard & Poor's Research Online at www. researchonline.jp, or via CreditWre
Japan on Bl oonberg Professional at SPCJ <GO>.
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