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Newsweek

Stable, predictable and profitable,
the Japanese real estate proved
to be resilient during the pandem-
ic thanks to strong market funda-
mentals that have also supported
arobust post-pandemic recovery.
While Japan's real estate market
has traditionally been dominated
by domestic players, the ratio
of foreign entities making direct
investments nearly doubled in
two years, from 19% in 2019
to 38% in 2021, as institutional
investors - searching for a safe
haven to park their money during
the pandemic - poured hillions
into Japan during the pandemic.
Among the main factors luring
foreign investors to Japan are a
weak yen and low interest rates,
as well the country's stable gover-
nance, low initial cost of purchase,
attractive investment yields, and
diversified real estate offerings.
When it comes to Japanese real
estate, the key word is “predict-
able”, says Eiji Sakaguchi, President
of CBRE KK, the Japanese arm of
the world's largest commercial real
estate services firm, “particularly in
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Japan’s real estate continues to attract investors

terms of the predictability of Japa-
nese politics and the economy.”
“"Asian real estate is still ‘under-
weighted', with market participants
always looking to increase exposure.
If you look at investors in APAC
countries, most of them cannot
invest in China, and even good
markets like Korea, Singapore
and Australia are just too small
relative to Japan. In Japan, real
estate is quite easy to access, es-
pecially in terms of titles. These are
key reasons why I believe Japan is
emerging as a prime target froman
investment manager’s perspective.”
Tetsuya Masuda, President of
Mitsubishi Jisho Investment Ad-
visors, Inc., which operates two
J-REITS, also highlights factors
behind Japan's draw for foreign
investors. "The real estate market
inJapanis very attractive for inves-
tors because of its large scale. It
can be considered number three
in the world following the U.S. and
China, in terms of size. Apart from
that, Japan is relatively stable and
has a high level of quality when it
comes to its infrastructure. It also

Eiji Sakaguchi,
President, CBRE K.K.

has a safe and secure environment,
while the workforce has very high
standards, and maintains a high
level of income security. So, for all of
these reasons, and especially when
considering the Tokyo area, you can
see why investors have continued
to enjoy stable conditions overall.”

Retail and offices, the sectors
most impacted by the pandemic,
have rebounded well, and local in-
siders are optimistic about the of-
fice segment in a post-pandemic
world, while the housing market
in major urban centers continues
to perform strongly due to the
influx of young workers.

- S

Masayoshi Sakai,
President, Residence Building
Management, Inc.

A COMPREHENSIVE REAL ESTATE PLANNER
CREATING A BETTER TOMORROW FOR

“In Tokyo, we may continue to
see a residual increase in vacancy
rates in both office and residen-
tial markets, but T believe that the
vacancy rates will slowly begin to
decrease in 2023, We believe that
attendance back in the office has
slowly resumed for the majority of
companies based in Tokyo. While
remote work is suitable for tech
driven companies, many Japanese
companies will continue to rent of-
fice space because they rely on face-
to-face collaboration,” says Masayo-
shi Sakai, president of Residence
Building Management, Inc. “The
residential market will go hand in
hand with the office market, so I
predict vacancy rates will steadily
decline as employers ask employees
to return to the office.

"Metropolitan cities in Japan
continue to have steady job growth
and more opportunities compared
tosmaller cities,” adds Mr. Masayo-
shi. "Tokyo and Osaka are desirable
to live in because of easy access
to high quality education, medical
care, beauty amenities, and enter-
tainment facilities. When an area
becomes more convenient, more
people come to live and work there,
and there will be more demand for
real estate in both the office and
residential markets."”

Following the pandemic, logistics
has become a particularly attrac-
tive investment option, with institu-

tional investors heavily invested in
this segment. "With the pandemic,
the logistics market has grown
significantly due to the expansion of
e-commerce and rising demand for
logistics, and it is quite natural that
the stability of logistics facilities,
which are a profitable form of real
estate, is evaluated highly by for-
eign investors,” says Takatoshi Ito,
President of ES-CON Japan Ltd.

“Under such circumstances, we
believe that major developers will
take on this market with the devel-
opment of data centers and large
distribution warehouses, and we
would like to focus on projects with
ascale of 10 to 20 billion yen."

While J-REITs are a popular
instrument for foreign investors
in Japan, real estate services
company AD Works offers an al-
ternative investment mechanism
called ARISTO. "ARISTO is one of
adiverse range of financial instru-
ments, but it is unique in that it
allows individuals to own rare,
well-located properties,” explains
Hideo Tanaka, President and CEO
of the AD Works Group.

“In a J-REIT, investors do not
own the real properties. Let's say
that the value of a property in-
creases by 50%. A J-REIT investor
cannot enjoy the increase because
benefits are not directly allocated
to the stakeholders. The profit will
be divided into the total REITs per-
formance before the profit is dis-
tributed. But ARISTO is different,
it is an association that owns real
properties. If you invest in ARISTO
you can benefit from the rent of
the buildings as well. After you see
capital gains, you canimmediately
share in those gains. This is one of
the advantages ARISTO has over
traditional REITs."

In uncertain times, investors
look for safe havens, and the Japa-
nese real estate sector - backed by
stability, predictability and profit-
ability - has and will continue to be
a safe investment option.
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