
Presentation 

 

Tanaka: Hello everyone. 

My name is Tanaka of ORIX Asset Management Corporation. Thank you for watching the video presentation 

of ORIX JREIT Inc., or OJR for short, on its financial results for the 43rd fiscal period ended August 31, 2023. 

I will explain OJR's current situation and future performance forecasts based on that along with these 

materials. 
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Please, see page five. First, let me explain OJR's portfolio. 

See the pie chart on the left side of the bottom row and the asset type ratios. 

The majority of OJR's assets consist of offices, particularly mid-sized offices. This is followed by retail facilities 

at 15%, residential at 11%, logistics facilities at 5%, and hotels and others at 12%. 
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Please, see page eight. I will explain our business landscape and our performance result, as well as our 

operational tactics. 

First, in terms of business landscape for external growth, the real estate transaction market continues to see 

high prices and limited opportunities to acquire prime properties, but in order to promote external growth, 

we have improved the structure of our acquisition team and made efforts in selective sales and flexible, 

carefully selected investments. In the current fiscal period, OJR acquired a mid-sized office in Sapporo and a 

residential property in Fukuoka, both of which can take advantage of OJR's strengths, while selling Hotel Nikko 

Himeji, which had concerns due to lack of expected improvement in earnings, through property replacement 

focusing on improving the quality of the portfolio. 

In terms of business landscape for internal growth, tenant demand in offices is on a recovery trend, but rents 

continue to be weak, especially in central Tokyo, due in part to the large supply. 

In urban retail facilities, inquiries from restaurants are increasing, but there is limited appetite for opening 

stores in large plots. 

In the residential sector, there are signs of bottoming out in the decline in rents for single types of properties 

in central Tokyo. 

In the hotel section, the environment is becoming favorable for inbound demand in addition to strong 

domestic demand for lodging, but operational issues remain due to rising personnel and other costs and staff 

shortages. 

In addition, there is a continuing upward trend in property management costs, such as utilities, in terms of 

expenses for all uses, and these factors have been factored into the budget. 



 
 

 

3 

 

Under these circumstances, the occupancy rate in the fiscal period ended August 31, 2023 improved slightly 

in office and urban retail properties, and significantly in residential properties compared to the same period 

of the previous year, as a result of leasing activities emphasizing occupancy. We will continue our policy of 

focusing on occupancy while striving to maintain and improve rental revenues. In addition, variable rents 

increased for hotels, reflecting their strong performance. 

As for the financial environment, interest rates are rising in Japan and overseas, but there has been no 

significant change in the lending attitude of financial institutions. In the current fiscal period, we continued to 

promote sustainable finance initiatives and increased our procurement ratio to approximately 18%. The 

Company has a commitment line of JPY40.5 billion, and cash on hand is about JPY48 billion, ensuring sufficient 

liquidity. We will continue to operate with an emphasis on financial stability while taking into consideration 

the cost of funds. 

Retained earnings, which contribute to the stability of distributions, amounted to approximately JPY1.7 billion 

at the time of the announcement of financial results, or JPY646 per unit, due to the appropriation of the loss 

on the sale of Hotel Nikko Himeji. We will continue to increase the amount of the internal reserve as much as 

possible to prepare for any temporary downturn in performance. 

With regard to ESG, the importance of managing for the realization of a sustainable society is increasing, and 

the ability to respond to the 2050 Net Zero is being called into question. OJR has established a new long-term 

goal for GHG emissions reduction and strengthened the mid-term goal for 2030, which is the path to achieve 

the goal as well as a transition roadmap to achieve the goal. We will steadily implement ESG initiatives with 

the aim of achieving long-term stable growth in investor value. 
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Distributions are then explained on page nine. 

As for the results for the fiscal period ended August 31, 2023, distributions, excluding amounts related to 

capital gains JPY3,636, much higher than six months ago forecast due to an increase in rental revenues from 

all usage of the property. In addition, by using internal reserves to cover the loss on the sale of Hotel Nikko 

Himeji, distributions are maintained at the six-month ago forecast. 

For FYE 2/2024, we assume JPY3,900, an increase of JPY80 from the forecast six months earlier. The increase 

was mainly due to higher rental revenues from all usage, mainly from offices and hotels, a 7% increase in 

distributions, excluding amounts related to capital gains. 

For FYE 8/2024, distributions are expected to be JPY3,530 due to the decrease in gains on sales, an increase 

in utilities expenses, and a decrease in rental income from hotels and other properties compared to the 

previous fiscal period, but distributions excluding the amount related to capital gains. are expected to exceed 

the levels forecasted six months earlier for the 43rd and 44th fiscal periods. 

In the event that the distribution is less than these estimated distributions, we will consider using internal 

reserves. 
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Please refer to page 10 for the detailed variation factors in this report later on. 
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Next, I will explain internal growth. First, regarding the office, please see page 12. 

Regarding the occupancy rate shown in the upper line graph, it was 97.2% at the end of fiscal period ended 

August 31, 2023, slightly higher than the previous assumption. Although the tenant move-out that occurred 

during the COVID-19 pandemic has subsided and demand for office space is on a recovery trend, we assume 

that the occupancy rate will remain at around 97%, taking into account the impact of the large supply of office 

space in central Tokyo with premising that factor in some amount of move-outs. 

The line graph in the lower row shows the percentage change in rent due to tenant replacement. For the fiscal 

period ended August 31, 2023, it was minus 12%. The main reason for this large negative figure is that the 

previous tenant's rent was significantly higher than the current market rent in one of the shop tenants on the 

first floor of the office. Excluding such one replacement, the figure would be minus 1%. Although the rate of 

increase/decrease has continued to be negative due to leasing that emphasizes occupancy, the negative range 

itself has become smaller. 
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Next, please see page 13. Here is the status of rent renewal for existing tenants of offices. 

The bar graph in the upper row shows the status of rent renewal at the time of contract renewal by space. 

Although it is difficult to increase rents in central Tokyo where market rents are declining, we have been able 

to increase rents in the suburbs of the Tokyo metropolitan area and in regional areas. In the central Tokyo 

area, the floor space in rent reduction increased slightly due to renewals with tenants paying higher rents 

than market rents. 

The line graph at the bottom shows the percentage change in rent at the time of contract renewal, which was 

0% for fiscal period ended August 31, 2023. The renewals at the same rent are expected to continue in the 

future. 
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Next, please see page 14. This is a tenant analysis in the office section. 

As shown in the diversified tenant base on the left, OJR has more than 900 office tenants, with an average 

leased space of approximately 130 tsubo per tenant, and even the tenant with the largest amount of rent paid 

per property accounts for less than 2% of the total portfolio rent. Therefore, the impact of the move-out of 

one tenant on our business performance has been reduced. 

The tenant industry category shows no concentration in any particular industry as shown in the pie chart on 

the right. 
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Next, regarding retail facilities, please see page 15. 

The ratio of suburban-type and urban-type in retail properties by rents is approximately half as shown in the 

pie chart on the left. 

Please see the line graph in the upper row on the right. The yellow line indicates the occupancy rate of urban 

retail facilities. After a series of vacancies due largely to the COVID-19 pandemic, we continued to focus on 

occupancy and leasing without regard to business type or industry category. As such, the occupancy rate for 

the fiscal period ended August 31, 2023 was 92.6%, much higher than the previous forecast. Most of the 

properties have recovered from the pandemic, and the remaining properties to strengthen leasing are JouLe 

SHIBUYA and aune Kyoto Sanjo in the lower row. 

Please see the pie chart on the right side of the bottom row. As for the fiscal period ended August 31, 2024, 

the estimated vacancy of urban retail properties is JPY15 million per month in rent, of which 90% is accounted 

for by the two properties I mentioned earlier. Inquiries are currently increasing in a wide range of industries, 

and we will steadily promote recovery. 
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Next, regarding the residential properties, please see page 16. 

First, see the orange line graph in the lower left corner. The occupancy rate in the current fiscal period was 

96.2%, slightly lower than six months ago due to seasonal factors, but significantly higher than the same 

period last year. 

The bar graph in the upper left corner shows change in rent upon turnover, and the red line graph shows rent 

fluctuation rate. After bottoming out in FYE 2/2022, the percentage of turnover with increased rent gradually 

increased, and the rent fluctuation rate continued to improve, reaching a positive 2.6% in FYE 8/2023. 

Please see the rent fluctuation rate by area and size in the upper right-hand corner. It should be noted that 

the single type, which had been struggling with the COVID-19 pandemic, turned positive with an average of 

1.4%. This was due to improvements from the previous period in all areas. In particular, as indicated by the 

red speech bubble, the six wards of central Tokyo improved by 0.9 percentage points from the previous period, 

which means the improvement for the third consecutive periods. 

We will continue our policy of focusing on occupancy while raising the rent level for each property. 
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Next, regarding logistics facilities, please see page 17. 

Currently, we own a total of five properties, all of which are conveniently located, highly profitable and stable 

operation as logistics facilities.  

In addition, rent increases were achieved in all cases of contract renewal and turnover of tenants in several 

properties. 
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Next, regarding hotels and others, please see page 18. 

Regarding Hotel Universal Port, or HUP for short, and Tokyo Bay Maihama Hotel First Resort, or Maihama for 

short, official hotels of the theme parks, which account for 70% of the hotel portfolio, the sales strategy of 

strategically renovating rooms and focusing on the average room rate have been successful in capturing the 

strong demand for accommodation. As a result, the rent received by OJR is expected to be higher than before 

the COVID-19 pandemic. 

As for HUP, the average room rate per room is expected to increase in FYE 2/2024 from before the COVID-19 

pandemic due to continued strong demand for accommodation under the new contract and the renovation 

of rooms at during the pandemic; hence, the rents are expected to be significantly higher than pre-COVID-19 

pandemic and the previous forecast. Please refer to the bar graph on the right for the effect of the room 

renovation. The occupancy rate and ADR are compared between pre-COVID-19 pandemic in 2019 and this 

year's respective April-August periods. The gray bar graph on the right hand side of ADR for standard rooms 

that have not been renovated is 138% increase from pre-COVID-19 pandemic due to the recovery in demand 

for rooms after COVID-19. The two purple bars on the far right represent the standard rooms and character 

rooms that were renovated to take advantage of the closure period during the pandemic, and shows 

significant growth of 157% and 406%, respectively, over pre-COVID-19 levels. The Company recognizes that 

the strategic renovation in addition to the recovery in demand has been successful. 

Returning to the table on the left, the fiscal period ended August 31, 2024 takes into account a recovery round 

demand and rising cost. It is expected to exceed the rents before COVID-19 or in the appraisal report provided 

as reference. 
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Then, please, see page 19. 

As for Maihama, the hotel's room sales will exceed the pre-COVID-19 due to strong demand for 

accommodation, but the food and beverage department is still in the middle of recovering, so overall hotel 

sales are expected to remain at 90% of the pre-COVID-19.  

The rent to be received is expected to be higher than pre COVID-19 even excluding the additional charge for 

previous temporary rent reduction during the midst of COVID-19 
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Then, regarding external growth, please see page 22.  

This will be the result of property reshuffling to improve the quality of the portfolio from 2019. As you can 

see, there has been a steady reshuffling every fiscal period. 
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Next, please see page 25. 

With regard to Hotel Nikko Himeji, we have been working with the hotel management company to improve 

this particular hotel due to changes in the environment after the acquisition and the COVID-19 pandemic. We 

could not expect an improvement in earnings and no contribution to distributions, and we were facing 

impairment risk due to a marked decline in the appraisal value.  

Since there was no expected improvement in earnings and no contribution to distributions, and the property 

was at risk of impairment due to a significant decline in appraisal value, we decided to minimize the loss on 

sale by selling the property in an environment where the real estate transaction market was favorable. In 

other words, we made the decision that improving the quality of the portfolio by selling the property rather 

than continuing to hold it would be the best strategy for investor's value over the medium to long term. 
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Next, please see page 26. 

The graph on the left is plotted for properties owned by OJR based on yield after depreciation on the 

horizontal axis and unrealized gains/losses on the vertical axis. The size of the circle represents the amount of 

the acquisition. You can see that the sale of Hotel Nikko Himeji, which contributed little to earnings and had 

unrealized losses in the lower left corner, improved the quality of the portfolio in terms of yield and unrealized 

gains. 

As shown in the pie chart on the right, properties held by OJR for more than 10 years account for 

approximately half of the total acquisition price, and unrealized gains/losses on these properties amounted 

to JPY142.4 billion as of August 31, 2023.  

In the event of gains from the sale of assets, the policy of reserving internal reserves for flexibly dealing with 

temporary fluctuation factors in future distributions by implementing reduction entry through the 

replacement of assets held for longer than 10 years and accumulating internal reserves to the extent possible 

will continue as before. In addition, in the event of future sales of properties that will result in a loss on sales, 

we will consider methods that take into account the impact on distributions, such as utilizing internal reserves 

or combining properties that should be sold and will generate a gain on sales. 
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Please see page 29 for the financial strategy that follows. 

We have placed emphasis on financial stability and have staggered repayment deadlines while giving due 

consideration to costs. See table at top. In response to the environment of rising interest rates, we refinanced 

some of our fixed-rate loans with floating interest rates and shortened the terms of some of our loans, taking 

into consideration the cost of borrowing. As of the date of the financial announcement, the average remaining 

maturity will remain at four years and the average funding rate will be 0.56%. The current fixed interest rate 

ratio is 93%, which is a sufficiently stable financial base.  

As shown in the bar graph at the bottom, we believe that the impact of an increase in interest rates will be 

minimized and will not have a sudden and significant impact on distributions because of the diversification of 

repayment deadlines. We will continue to maintain our policy of long-term, fixed, and diversified finance with 

due consideration to cost. 
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Finally, I would like to introduce our ESG initiatives. 

In terms of evaluations by external organizations, we have received the highest 5-star rating from the GRESB 

for three consecutive years and an "A-" rating from the CDP.  

In addition, to advance ESG initiatives in our financing, we took out a sustainability-linked loan for the first 

time in our history. 



 
 

 

19 

 

 

OJR has conducted scenario analysis in line with the TCFD recommendations for 2020 and 2021, and has been 

assessing climate change risks.  

As the next step, we have now established a new long-term goal to achieve net zero emissions by 2050, and 

have further strengthened our medium-term goal for 2030. 
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A transition roadmap to achieve this goal is provided. This roadmap was developed based on the feedback we 

received from our stakeholders. For details, please refer to this document as well as the ESG report available 

on OJR's website. 

Finally, I would like to summarize our future growth strategy. In external growth, we will focus on property 

reshuffling to reduce the downside risk of rental revenue by improving the quality of our portfolio. In 

particular, we intend to continue to ensure that sales are executed in this environment. For internal growth, 

we will strive to maintain and improve occupancy rates and increase rental revenue through occupancy-

oriented leasing. We will continue to aim for stable growth in investor value by placing ESG at the foundation 

of our management and making full use of flexible strategies that leverage our strengths as a diversified REIT. 

This concludes the report on the 43rd fiscal period ended August 31, 2023 and the explanation of the 

management policy. Thank you for your listening. 

[END] 


