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Defensive Strength: 
Diversified Portfolio Provides 
United Urban with Strong 
Growth Potential and 
Stability in Bad Times

Boasting a truly diversified 
portfolio, United Urban Investment 
Corporation (UUR) has posted 
steady growth in revenues and 
profits for 11 consecutive fiscal 
periods since listing in 2003.　 
Despite the global and Japanese 
economic downturn, UUR is once 
again rewarding its investors with 
robust dividends in its latest fiscal 
period ended May 2009.  Hisamitsu 
Abe, Chairman and CEO of Japan 
REIT Advisors Co., Ltd., the asset 
manager of UUR, talks about UUR’s 
strengths and strategies.
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and executes a defensive strength, 

especially in times of economic downturn. 

The portfolio stabilizes revenues, even if 

one or more segments become stagnant, 

by securing stability in cash flows.  It may 

not bring a sharp rise in revenues during 

a boom time compared with J-REITs 

specialized in, say, office buildings. 

However, damages are mitigated when 

the office market struggles as other 

segments tend to offset the impact.  The 

strategy also allows UUR to invest in 

properties of segments that are most 

advantageous at any given time.

Do you focus on certain 
property segments? Are 
there any preferences or 
priorities?

We don’t have any definite, 

established preference or priority for a 

particular property segment.  Real estate 

is an asset where each property has its 

own characteristics.  We focus on these 

characteristics and strive to invest in 

properties that represent the greatest 

benefits at any given time – properties 

with high cap rates and values.  UUR 
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UUR has continued 
to steadily achieve 
good results despite 
the malaise of the real 
estate industry. Could 
you tell us the reasons 
behind this? 

UUR is probably the sole J-REIT 

with a portfolio diversified so broadly 

and strategically by use type as well as 

by geographical area.  As a diversified 

J-REIT, UUR invests in retail, office, 

hotel, residential and other properties 

including logistics.  The diversified REIT 

may be less popular in the U.S., but we 

believe it functions effectively in Japan. 

Thanks to this strategy, UUR is among a 

few J-REITs that have produced dividends 

not needing to be propped up by proceeds 

from selling properties.  In fact, we have 

never sold one square meter of our assets 

since listing.  UUR’s dividends have also 

consistently exceeded forecasts made 

earlier in the respective fiscal periods.

The biggest advantage of the 

diversified portfolio is that it represents 

a hedge against economic risks.  UUR’s 

portfolio has grown to be “all weather,” 

will, however, not invest in resort hotels 

and Japanese-style inns (which are not 

thought to produce stable cash flows). 

UUR also invests in properties that can be 

profitable even if they are later converted 

to different uses.  This is another factor of 

our strength.

What about 
geographical diversion? 
Will the current 
economic downturn 
affect your investment 
strategy in terms of 
geography? Do you 
intend to shift your 
areas of focus?

We have no intention to change 

the basic policy we have followed in 

managing UUR.  Our target is to maintain 

50% or more of the portfolio in the Tokyo 

Metropolitan Area, while investing in 

major metropolitan areas at a certain 

proportion.  Geographical diversification 

to a certain degree is necessary from 

the viewpoint of alleviating risk, but the 

weight of the Tokyo Metropolitan Area 

will continue to rise in the Japanese 

economy itself.  In fact, the percentage 

of holdings in the Tokyo Metropolitan 

Area has expanded in the UUR portfolio 

in the last few years, and is currently at 

about 60%.  In other major areas, we aim 

to select the best locations that stand out 

from the competition, even in difficult 

times.

Who are the sponsors of 
UUR? What benefits do 
the sponsors provide?

The asset management company has 

three sponsors – Marubeni Corporation 



(51% share), Credit Suisse Principal 

Investments Limited (44%) and Kyokuto 

Securities Co., Ltd. (5%).  These sponsors 

provide strong support to UUR through 

the asset management company. 

Marubeni is a leading Japanese trading 

company with excellent know-how in real 

estate, and has contributed to the growth 

of the UUR portfolio through its deal 

sourcing networks.  On the other hand, 

Credit Suisse provides monitoring and 

checking of operational management, as 

well as networks and financing know-how 

as an international financial institution. 

We often hear about 
difficulties obtaining 
financing. Have you also 
struggled under the 
current credit crunch 
and financial turmoil?

The J-REIT model does not allow 

internal reserves except for depreciation, 

and generally J-REITs distribute virtually 

all profits to investors.  As such, J-REITs 

cannot amortize their borrowings by their 

profits and need to refinance their loans 

with the initial amounts.  But the current 

lack of financial liquidity has made it quite 

hard for some J-REITs to refinance, as 

banks have taken increasingly stringent 

attitudes toward loans. 
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As for UUR, however, we don’t have 

many concerns about refinancing existing 

loans.  UUR has preferred to employ 

a strategy of long-term loans at fixed 

interest rates. Our current loans are 

unsecured and non-guaranteed.  This 

strategy has secured financial stability 

for UUR, though financing costs tend to 

be slightly higher because of the longer 

terms and fixed rates.  The strong cash 

flow from of our existing portfolio has 

enabled us not to hurt our dividends with 

such higher financing costs.  Our strong 

sponsors coupled with our solid asset 

management have eliminated any worries 

over refinancing.

How do you see the 
market within the 
current economic 
difficulties? What are 
the future prospects of 
the market?

In general, the Japanese economy 

has not been hit as hard as Western 

economies, and the real economy remains 

relatively sound, though decreases in 

exports have lowered the GDP quite 

extensively.  As for real estate, the 

Japanese market has demonstrated low 

volatility, especially in rents.  Actually, 

let me clarify, rents of properties that 

were not aggressively raised during the 

few years preceding the subprime issue 

have been very resilient.  And this is the 

strategy UUR took. 

Real estate in Japan, especially in 

Tokyo, has proven to be quite reliable. 

Presently, however, finance and real 

estate have become quite intertwined 

and this is creating greater fluctuations 

in value.  Therefore, we need to stick 

to prudent leasing operations, until the 

financial and capital markets recover. 

Nobody knows when they will recover, 

but there are good signs already and it 

may not be so far off.  Once they recover, 

we may consider raising capital for a new 

round of growth – although we must do so 

prudently so as to maximize benefits for 

investors. 

What is the forecast 
for UUR’s performance 
during the current 
fiscal period ending in 
November?

I expect UUR to execute its defensive 

strength and again realize good 

performance even if the general economy 

shrinks or remains stagnant.  In addition 

to our strength, one of our management 

policies for UUR properties is not to be 

overly aggressive in setting rents.  This 

28

0

50

100

150

200

250
〔Billions of yen〕

60.7

IPO

64.6

1st FP

75.7

2nd FP

134.9

3rd FP

134.9

4th FP

153.7

5th FP

155.3

6th FP

160.6

7th FP

166.4

8th FP

191.8

9th FP

214.2

10th FP

215.7

11th FP

Acquired amount

Growth of Assets

12* 14* 18* 23* 23* 32* 33* 34* 36* 41* 48* 49*

* Number of properties

〔As of May 31, 2009〕

Portfolio Breakdown

Breakdown of Real Estate Portfolio by Location
(Based on acquisition price)

6 Central Wards 
of Tokyo

23 Wards 
of Tokyo
(excluding 
6 Central Wards 
of Tokyo)Tokyo Metropolitan Area

(excluding 23 Wards of Tokyo)

Other Regions 15.0%

17.9%

27.3%

39.8%



August  2009     29

Contact Information

Name:  Kenichi Natsume, Chief Financial Officer, Japan REIT Advisors Co., Ltd.

Address:  Shiroyama Trust Tower 18F, 

 4-3-1 Toranomon, Minato-ku, Tokyo 105-6018, Japan

Phone:  +81-3-5402-3189

Website:  http://www.united-reit.co.jp/eng/

Corporate Name United Urban Investment Corporation

Representative Yasuhiro Tanaka, Executive Officer

Address Shiroyama Trust Tower 18F, 4-3-1 Toranomon, 

 Minato-ku, Tokyo 105-6018, Japan

Date of Listing December 22, 2003

 Tokyo Stock Exchange, Real Estate Investment

 Trust Market (Securities Code: 8960)

Fiscal Period Ends of May and November of each year

Asset Management Company Japan REIT Advisors Co., Ltd.

Total Assets 231,234 million yen (end of May 2009)

Total unitholders’ equity 108,310, million yen (end of May 2009)

policy makes it hard for rents to fall 

because they are cheaper or not higher 

compared to the market.  Also, it makes 

it relatively easy to find new replacement 

tenants.  This is another factor that makes 

us resilient in bad times. 

Lastly, tell us your view 
concerning the mission 
of J-REITs.

In essence, J-REITs were created 

as products to benefit retail (private) 

investors.  For example, retired people 

would invest in REITs to add to their 

pensions, as REITs are supposed to 

provide stable distributions.  However, 

J-REITs have not reached Japanese retail 

(private) investors adequately.  Efforts by 

J-REITs may have been inadequate in this 

regard.  We need to communicate more 

with retail investors as to the stability and 

strength of J-REITs.

On the other hand, J-REITs should 

be the last buyers of properties in the 

real estate transaction market.  However, 

this function has become a bit paralyzed 

due to the financial turmoil begun in the 

U.S.  It’s a pity and I hope the situation 

will be restored as soon as possible – as 

the present market is actually ideal for 

J-REITs to make acquisitions.

A Glimpse at UUR’s Leadership

“Before assuming my present position, I 

spent my entire career in real estate with 

Marubeni in Osaka, Brazil, Tokyo and Sendai, 

through both good days and tough times. 

When I was young, 25 or so, I spent nearly 

four years in Brazil, serving as a director of 

a real estate management company.  This 

experience taught me tremendous lessons 

as I had to do HR, general administration, 

accounting, financing and other tasks by 

Disclaimer
This statement is not an offer to sell or a solicitation of an offer to buy securities.  The investment units of 
United Urban may not be offered or sold without full compliance with applicable laws and regulations.

Hisamitsu Abe 

myself. This has helped me a lot, even with 

the present assignment, since the essence of 

management is the same anywhere.” 

- Hisamitsu Abe 

About United Urban
United Urban Investment Corporation 

is the 10th J-REIT to be listed on the 

Tokyo Stock Exchange. It is the most 

diversified and comprehensive J-REIT 

in terms of investment assets, with a 

portfolio comprised of retail, office, 

hotel, residential and other properties 

totaling 215,726 million yen in value 

on an acquisition price basis, as well as 

geographic diversity, with properties 

spread throughout Japan.  This 

diversification provides United Urban 

with a strong hedge against economic 

fluctuations.


