
 

Presentation 
 

Kamemoto: Hello, everyone. I am Yoshitaka Kamemoto from ORIX Asset Management Corporation. Thank 

you very much for watching the video presentation of the financial results of ORIX JREIT Inc., or OJR, for the 

39th fiscal period ended August 31, 2021. 

The novel coronavirus continues to have a significant impact on society and the economy, both in Japan and 

overseas.  

Under this environment, I would like to explain OJR's current status and future earnings forecasts, in 

accordance with the material. 
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Please see page 4. First, let me explain OJR's portfolio. 

Could you take a look at the asset type chart on the left side of the bottom part? Offices account for a majority 

of OJR's assets. They mainly consist of medium-sized offices. In addition, hotels that have sharply been 

affected by COVID-19 accounted for 14% of the entire portfolio. 

As shown in the right pie chart, the variable rent was about 1% of the total rent. The variable rent at hotels 

has decreased due to the impact of COVID-19. 

In addition, retail facilities accounted for about 16%, of which urban-type retail facilities, which have been 

heavily affected by the pandemic, were about half of that percentage. 

I will now explain the key takeaways of the financial results. 
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Please see page 7. Here, we explain our business landscapes and performance results, as well as our strategy 

for the future. 

First of all, as a premise of our recognition of the current business environment, we are not optimistic about 

the impact of COVID-19 in Japan because we believe that there is a good possibility of intermittent spread of 

infections based on the situation to date, although there are some positive signs, such as a rise in the 

vaccination rate and a fall in the number of newly infected people. 

In terms of external growth, competition in the real estate transaction market still remains challenging, and 

opportunities to acquire prime properties are limited. Under these circumstances, as part of asset reshuffling 

that will contribute to the improvement of the quality of our portfolio, we acquired a medium-sized office 

building in Otemachi, Tokyo, in return for the sale of a senior residence whose sponsor had withdrawn 

operation from the property. We continue to consider achieving external growth focusing on asset reshuffling. 

In terms of internal growth, the vacancy rate in the office market is currently on an upward trend. As the 

market rent is showing signs of passing its peak, we believe that the rent gap is on a downward trend. In light 

of this situation, we would like to shift to occupancy-focused leasing and aim to maintain and improve rental 

revenue. 

In the area of urban-type retail facilities, the situation continues to be difficult, especially for restaurants, due 

to the repeated declarations of a State of Emergency.  

In our previous presentation, we indicated that the occupancy rate would decline in the future. In reality, we 

have made a certain extent of progress in backfilling the vacancies and recovering the occupancy rate by 

placing emphasis on operation of properties and promoting flexible leasing, regardless of tenants' industries 

or business types. We will continue to make efforts to fill the vacancies further. 
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As for our financial strategy, financial institutions’ lending attitude has not significantly changed despite 

upward pressure on long-term interest rates. We will continue to place emphasis on financial stability in our 

operations. We continued to maintain sufficient liquidity with a low and stable LTV ratio at 43.5%, a 

commitment line of JPY40.5 billion, and cash and deposits worth JPY54 billion. 

As of the announcement of the financial results in the fiscal period under review, we had internal reserves of 

JPY3.3 billion, or approximately JPY1,200 per unit, which contribute to the stability of distributions. We will 

continue to use the funds to make up for temporary downturns in performance, such as those caused by 

natural disasters or an event that causes DPU to fall below our forecast.  

In addition, as part of the ongoing promotion of ESG, we intend to use the internal reserves to cover 

environmental expenses, such as the conversion into LED devices and acquisition of green building 

certification, to maintain and improve the competitiveness of our properties without being affected by the 

business performance of each fiscal period. 

  



 
 

4 
 

 
Next, please see page 8 for the period-over-period comparison of rent revenue.  

Here is a summary of the impact of rent revenue on DPU for each use, in the form of a comparison with the 

previous period. 

In the office sector, the vacancies are on the rise due to a recent delay in leasing, but we expect to make 

progress in filling the vacancies by shifting to occupancy-focused leasing and see an improvement in rent 

revenue toward the fiscal period ending August 2022. 

For retail facilities, particularly urban-type ones, based on the premise that the environment will be severe, 

we will also promote occupancy-focused leasing, and aim to achieve an increase from the previous term for 

the fiscal period ending August 2022. 

For residential properties, we aim to continue to increasing revenue, while we carefully follow up on small-

sized rooms in central Tokyo, where we are relatively struggling as of now. 

On hotels, our previous assumption was that the COVID-19 situation would improve, and that rental revenue 

would recover considerably, especially for the large-scale hotels, Tokyo Bay Maihama Hotel First Resort 

（Maihama）, and Hotel Universal Port, HUP.  

However, we missed our expectations due to the fifth wave of infections. On reflection, we do not expect that 

rent revenue will recover until the fiscal period ending August 2022. 
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Based on these assumptions, I will explain the distribution on page 9. In the fiscal period ended August 2021, 

the DPU result was JPY3,553, 6% higher than the previous forecast of JPY3,350. The main reasons for this were 

an increase in cancellation penalty income due to tenant move-out and a decrease in expenses, including the 

backward adjustment of brokerage fees that had been expected due to delays in leasing. 

Subsequently, in the current fiscal period ending February 2022, rent revenue from hotels has declined more 

than expected, mainly due to the continued spread of COVID-19. In addition to this, there have been gains on 

sales of properties due to asset reshuffling worth JPY187 on a DPU basis. However, as DPU has been less than 

our forecast so far, we will maintain the distribution of JPY3,460, which was forecasted 6 months ago, by 

utilizing internal reserves worth JPY148 on a DPU basis. 

Finally, we showed the forecast for the fiscal period ending August 2022. We estimated DPU at JPY3,180, 

down from our forecast for the fiscal period ending February 2022. It reflects our assumption that hotel 

properties will not see any improvement in rent revenue, although offices, urban-type retail facilities, and 

residential properties will improve from the previous period due to the progress of occupancy-focused leasing.  

However, we would see a slightly higher result from the fiscal period ending February 2022 if we look at ability-

based performance, which deducts gains on sales of properties and internal reserves from DPU. 

As the impact of COVID-19 has already lasted for 2 years, and is no longer a temporary variable factor, we 

have decided not to utilize internal reserves to compensate for the impact of the decline in hotel revenue in 

particular. Incidentally, we do not expect the 2 large-scale hotels to recover this time, but if HUP's variable 

rent recovers to the pre-COVID-19 level, and Maihama's fixed rent normalizes, DPU will be boosted by around 

JPY300. In the unlikely event that DPU falls short of our target, the Company will consider using internal 

reserves. 

Please refer to the following page 10 for detailed DPU trends. 
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Next, I will explain internal growth. Please see page 13, which shows the occupancy rate and move-in/move-

out area of office buildings, as well as the fluctuation rate in rent due to tenant turnover. 

First of all, the occupancy rate in the upper row was 95.4% as of the end of August 2021, slightly lower than 

the previous forecast due to a delay in leasing. In the future, we would like to aim at a level around 96% by 

switching to occupancy-focused leasing. 

The line graph at the bottom shows the rent fluctuation rate by tenant turnover. Though the rise in rent is on 

a downtrend, we managed to keep an increase of 9%. 
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Next, please see page 14. This is the rent renewal status of existing office tenants. 

As shown in the upper bar graph, although the floor space with upward rent renewals decreased, we were 

able to continue to increase rent based on the rent gap in the fiscal period ended August 2021.  

As for the future, we believe that both the rate of upward renewals, and the floor space for renewals, will 

enter a slowing trend.  



 
 

8 
 

 
Next, please see page 15. This is a tenant analysis for offices. 

There has not been a major change since the previous presentation.  

The bottom part of the page shows the industries of tenants and their motives for moving in/out.  

The tenants that moved out due to remote working accounted for around 10%, so we believe that the direct 

impact has been limited for now. 



 
 

9 
 

 
Please see page 16. For your reference, we showed leasing conditions of properties whose occupancy rates 

fell slightly.  

In general, our efforts to place emphasis on securing occupancy were successful, and we managed to fill the 

vacancies to some extent. 

In particular, occupancy has recovered at the medium-sized office building in Shibuya, where the vacancy rate 

was said to have decreased due to teleworking.  

At the office building in front of Tamachi station, occupancy temporarily dropped to the 40% range, but it is 

scheduled to return to nearly 80% on the needs for additional floor space among tenants within the building 

due to its good location.  

At the office building in Kagoshima, it was not easy to find the new tenant amid the COVID-19 pandemic after 

the drugstore on the first and second floors moved out, but a new drugstore is scheduled to be opened in the 

same space. 
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Next, page 17 explains retail facilities. 

As shown in the pie chart on the upper left, the percentage of rent for urban-type retail facilities, which are 

heavily affected by COVID-19, is about half of the overall retail facilities. 

The line chart on the upper right shows the current estimated occupancy rates for the overall retail facilities 

and urban-type retail facilities, which have been greatly affected by COVID-19.  

In the previous presentation, we indicated that the occupancy rate for the urban retail facilities would fall to 

around 76% at the end of February 2022 due to slow progress of filling the vacancies.  

However, we expect for now that the re-tenanting will progress to a certain extent through leasing that 

focuses on occupancy regardless of tenants’ industry types and categories, and that the rate will stay around 

84%, which is higher than expected. 

However, as shown in the pie chart on the lower right, the rent ratio of food and beverage tenants is still high.  

Given the possibility of a renewed spread of infections going forward, we continue to be unable to be 

optimistic. 
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Page 18 shows leasing topics.  

In the Shibuya area, as we have said, the vacant spaces after the move-out of apparel stores and restaurants, 

including Japanese-style pubs, are being filled by other types of businesses, such as clinics, hair salons, and 

shared offices.  

As we cannot be optimistic, we will continue efforts for re-tenanting. 
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Next, please see page 19 for residential properties and logistics facilities. 

First of all, in residential properties, the rent fluctuation rate upon tenant turnover was 1.4% in the fiscal 

period ended August 2021, showing that the growth of rent has been slowing. 

The table on the right shows the rent fluctuation rate by region and floor space. You can see that while the 

rent fluctuation rate on turnover was struggling for single rooms in central Tokyo, those for larger rooms 

increased in all regions. 

However, we recognize that residential properties in central Tokyo and near train stations continue to be 

highly stable assets. Although they are affected by COVID-19 in the short term, we believe that they will 

recover in the medium to long term. 

In addition, logistics facilities, shown in the bottom part, are expected to remain stable. 
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Please see page 21 for hotels and others. 

Again, the main point in our DPU assumption is that we do not expect recovery of the official hotels of the 2 

theme parks, HUP and Maihama, which account for 70% of our hotel portfolio. 

In terms of HUP, we had expected that the opening of SUPER NINTENDO WORLD and the start of vaccinations 

would bring back the number of visitors and lodging guests toward the summer.  

However, we actually found that there were severe restrictions on the flow of people due to the repeated 

declarations of a State of Emergency, and theme parks were closed, or admission was heavily restricted.  

Although there are some positive signs at present, we are still on the premise that the intermittent spread of 

infections will continue, with no clear path to containment yet.  

For HUP, we estimated the same amount of hotel revenue for the fiscal period ending February 2022 and that 

ending August 2022. 

In addition, Maihama, which had agreed with a temporary rent reduction from October 2020, was expected 

to end the temporary reduction and return to the normal rent settings in the fiscal period ending February 

2022.  

However, we have set a budget on the assumption that the rent reduction will continue. 

Although we have made these harsh assumptions for now, we believe that if the COVID-19 situation were to 

improve in a stable manner, hotel revenue would make a significant contribution to DPU. 
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Next is external growth. Please see page 24. 

We have been promoting asset shuffling to improve the quality of our portfolio. The properties we used to 

acquire were office buildings, urban-type retail facilities, and residential properties, for which we can better 

utilize our strengths.  

The properties we used to sell were suburban-type retail facilities, where there had been concerns about a 

future decline in competitiveness and office properties, for which we had expected limited growth potential.  

In the fiscal period under review, we acquired a medium-sized office building in Otemachi, Tokyo, in return 

for the sale of a senior residence in Shin-urayasu, Chiba, which our sponsor had withdrawn operation in a 

swap deal with an external company. 
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Please see page 25 for more information on Round-Cross Otemachi Kita, which we have acquired. 

As you can see from the map, it is a medium-sized office building in a convenient location in about a 4-minute 

walk from Otemachi subway station.  

The rent is relatively low compared to the rents for small sections of nearby large-scale buildings, and we can 

expect solid tenant demand from a wide range of industries.  

We believe that it will contribute to improving the quality of our portfolio in the future more than the senior 

housing facility we sold. 

In the future, we will continue to consider selling our properties where we have particular concerns about 

competitiveness and profitability, and replace them with properties, for which we can better utilize our 

strengths. 
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Please see page 28 for the financial strategy. 

We have placed emphasis on financial stability and have worked to diversify repayment deadlines, while giving 

due consideration to costs.  

As shown in the upper line graph, we have been able to lower the average interest rate by refinancing and 

issuing investment corporation bonds, while prolonging the average duration to maturity.  

You can also see that the repayment deadlines are spread out as shown in the lower bar graph. 
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The graph in the upper part of page 29 shows the trends on LTV and the borrowing capacity up to 50% of LTV.  

It is our policy to maintain a surplus of borrowing capacity in order to flexibly acquire properties in the future.  

As shown at the bottom row of the lower left table, we secured around JPY54 billion in cash and deposits as 

of the end of the fiscal period ended August 2021.  

We recognize the importance of this as a means of preparing for the flexible acquisition of properties in the 

future and for contingencies, including a renewed spread of COVID-19. 
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As shown on page 30, we have built good relationships with the creditor financial institutions, and they have 

been very helpful for us to conduct refinancing and other procurement measures.  

As for the investment corporation bonds in the lower right corner, we continuously issued 3 rounds of OJR 

Green Bonds, which attracted more demand from investors than expected, and showed that investors are 

highly interested in in ESG investment.  

We will continue to consider raising funds as part of our ESG promotion efforts as opportunities arise. 
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Finally, I would like to introduce our ESG initiatives. Please see page 32. 

In terms of external recognition, OJR has been a component of the MSCI Japan ESG Select Leaders Index since 

December 2018.  

Moreover, we were able to earn the highest 5 Stars in the GRESB Real Estate Assessment this time, up from 

the 4 Stars. 

Regarding our analysis of TCFD scenarios, we have received a lot of positive feedback since we announced it 

in the previous presentation.  

We are currently considering further refining the mechanism of analysis. 
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Please see page 33. This time, we have revised our medium and long-term targets for CO2 emissions in line 

with the government's goal of making Japan carbon neutral by 2050. 

Specifically, we have set a more stringent target of reducing CO2 emissions in 2030 by 35% from 2018, instead 

of the previous reduction target of 12%, and we are currently studying measures to achieve this.  

We believe that using internal reserves to convert into LED devices in our properties is also a method of 

reducing CO2 emissions. 

This concludes the explanation of the financial results for the 39th fiscal period ended August 2021 and the 

future management policy.  

Unfortunately, we were not able to show a strong DPU result after hitting bottom.  

The operating environment for each asset application is constantly changing due to the lingering effect of 

COVID-19.  

As for the key points of our future policy, with regard to external growth, we will more aggressively pursue 

the asset reshuffling strategy that focuses on improving the quality of our portfolio, as well as selling 

properties, which we have concerns about in the future in preparation for odd moves in the market. 

In terms of internal growth, we will shift to occupancy-oriented leasing depending on properties, aiming to 

maintain and boost rent revenue.  

I would also like to reiterate that for the theme park hotels, which have a significant impact on DPU, we are 

not factoring their recovery into our earnings forecasts at the moment, but rather we are expecting their 

business conditions to recover with the containment of COVID-19. 
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Thank you very much for listening. 

[END] 

 

 


